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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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Palace  of  Justice.  Casablanca — just  minutes  from  a  Bank  of  Afnerica  brancfi. 


Bank  of  America 

has  a  man-on-the-spot. 

in  Morocco* 


When  executives  of  a  California  company  came 
to  Morocco  to  invest  in  a  joint  venture,  they 
first  wanted  to  talk  to  the  Moroccan  government. 
Our  man-on-the-spot  made  sure  they  met  the 
right  officials,  right  away.  He  helped  them  find 
a  Moroccan  partner,  too.  And  he  even  used  his 
own  personal  plane  to  take  our  clients  on  an 
inspection  flight  over  land  they  were  interested 


m 


in  buying.  When  another  client  moved  their 
African  headquarters  to  Casablanca,  our  man 
not  only  helped  to  find  housing  for  thp  com- 
pany's staff,  he  also  shared  his  offices  with  them 
until  their  own  became  available.  Unusual  serv- 
ice? Maybe — but  if  it's  the  kind  of  service  you're 
looking  for,  look  to  Bank  of  America.  In  Africa. 
Or  the  Americas.  Or  anywhere  else  in  the  world. 


BANK  Of  AMERICA-SAN  FRANCISCO.  LOS  ANGELES,  NEW  YORK  Over  lOM  (ullscivicc  branches  and  bubsiduiics  in  Cjlifoinia  and  iround  the  woild  Argentina  .  Austria 
Barbados  .  Belgium  .  Bolivia  .  Chile  •  Colombia  •  Costa  Rica  .  Dominican  Republic  .  Ecuador  .  England  .  France  •  Germany  .  Greece  .  Guam  •  Guatemala  •  Honduras  .  Hong 
Kong  .  India  .  Indonesia  .  Ireland  .  Ilaly  (Binca  d' America  e  dltalia:  over  85  ollicesl  .  |apan  .  Korea  .  Lebanon  .  Luxembourg  .  Malaysia  .  Morocco  .  The  Netherlands 
Netherlands  Antilles  .  Nicaragua  .  Nigeria  .Okinawa  .  Pakistan  .  Panama  .  Paraguay  .  Peru  .  Philippines  .  Singapore  .  Switzerland  .  Taiwan  .  Thailand  .  Uruguay  .  Vietnam 

I  1970  Bank  of  America  National  Trust  and  Savings  Association  •  Member  F   D.  I.  C. 
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With  profound  admiration  and  gratitude 

we  salute 

AMERICA'S  POLICEMEN 


Except  for  you  and  your  courage  and  integrity,  our  so-called  civilized  cities 
would  be  jungles,  our  children  unsafe  even  in  their  own  home  and  school 
yards,  our  businesses  would  be  in  a  losing  war  with  hoodlums. 

You  and  the  fine  wives  who  back  you  up  are  what  keep  this  country  of 
ours  from  plunging  into  chaos. 

We  and  all  decent  Americans  are  deeply  grateful  to  you,  and  we  are  im- 
mensely proud  to  be  fellow  citizens  of  men  like  you. 


New  Warner  &  Swasey  Automatic  for 
space  age  components  requires  preci- 
sion gages  to  measure  extremely  close 
tolerances. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.TEXTILE  AND  CONSTRUCTION  MACHINERY 
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It^s  the  year  of  The  Dog 
in  the  Republic  of  Korea. 
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If  you  were  setting-up  an  inter-city 

bus  service,  who  would  you  turn 

to?  The  top  dog  in  the  business. 

Right? 

That's  what  Korean  businessmen 

did.  And  Greyhound  got  things 

moving.  Fast. 

Now  from  Seoul  to  Pusan,  they're 

leaving  the  driving  to  us. 

But  Korea's  just  the  first  stop.  Now 
they're  going  Greyhound  in 
Nigeria,  too.  With  other  countries 
ready  to  start  rolling  soon. 
There's  just  no  telling  where  we'll 
be  leading  the  pack  next. 

That's  why  your  money's  on  a 
sure  thing  when  you  put  it  on 
The  Dog. 

Greyhound 

In  developing  countries,  too,  we've  got  more  going  for  you. 
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'^Leasing  is  growing  15%  a  Year. 
And  we're  growing  with  ill' 


The  leasing  of  capital 
equipment  is  a  $2.5  billion 
business.  And  it's  growing 
every  year.  Over  the  next 
four  years,  it's  estimated  that 
20%  of  the  $75  billion  worth 
of  new  capital  equipment 
needed  by  manufacturers 
will  be  leased. 

Fruehauf  Corporation 
is  in  an  excellent  position 
to  benefit  from  this  trend. 
In  addition  to  selling  our 
products  on  a  cash  purchase 
basis,  we  also  make  them 
available  through  installment 
contracts.  And  a  variety  of 
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LEASING  OF 
CAPITAL   EQUIPMENT 

($  in  billions) 
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Source: 
LeasinQ  World  i  Capital  Financing  Maqazinc 


lease  arrangements. 

And  through  our 
RenTco  Division,  you  can  rent 


our  truck  trailers  by  the  day, 
week,  month  or  year.  In 
effect,  you  can  let  us  buy 
your  trailers  for  you— on  any 
basis  that  best  suits  your 
needs. 

In  1969  we  added 
$50  million  in  equipment  to 
our  lease/rental  fleet. 
Our  1970  Annual  Report  will 
tell  you  more.  For  your  copy, 
write  Fruehauf  Corporation, 
10900  Harper,  Detroit, 
Mich.  48232. 

Fruehauf. 
A  company  building  for  the 
70's. 
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Westinghouse  growth  report: 
Industrial  market 


For  many  years,  the  products  we 
made  for  industry  either  supplied 
power  for  manufacturing  or  con- 
trolled that  power:  motors  from  ma- 
chine tool  size  to  mill  size,  controls 
from  limit  switches  up  to  large  vari- 
able speed  drives.  Such  products  are 
our  main  source  of  sales  and  profit 
in  the  industrial  market. 

But  in  planning  for  growth,  we 
have  moved  far  beyond  these  "tradi- 
tional" products.  Now  we  serve  a 
much  wider  range  of  production 
needs,  including  automated  machin- 
ing, assembly,  warehousing,  sched- 
uling, quality  inspection  and  techni- 
cal services— virtually  the  entire 
factory  production  system. 

As  a  result,  our  market  is  not  only 
bigger,  but  healthier.  Short  range, 
industrial  expenditures  to  increase 
capacity  are  expected  to  level  off. 
But  products  and  systems  that  can 
sharply  reduce  production  costs 
should  have  very  good  prospects. 
With  our  abilities  in  systems  engi- 
neering and  computer  application, 
we  can  reduce  costs  for  most  manu- 
facturers and  processors. 

I  expect  good  growth  ahead  be- 
cause we  have  the  technology  to 
develop  new  products  as  needed; 
because  we  are  concentrating  on 
selling  more  services  to  industry;  and 
because  we  are  focusing  our  re- 
sources on  cost-reducing  automated 
systems. 

T?{iC:X 

President       ^ 

Industry  &  Defense  Products 

December  1, 1970 


Automated  Production  Systems- 
Sales  $100  Million  and  Growing 


Primary  metals  and  electric  utilities, 
among  the  most  sophisticated  indus- 
tries in  using  computers  to  control 
physical  processes,  are  the  back- 
bone of  Westinghouse  business  in 
computer-controlled  production  sys- 
tems. For  years,  our  systems  have 
run  furnaces  and  high-speed  rolling 
mills,  generating  stations  and  large 
power  systems,  with  impressive  re- 
ductions in  cost. 

More  recently,  as  rising  produc- 
tion costs  have  pushed  other  indus- 
tries toward  computer-controlled 
production,  we  have  moved  into 
other  fields. 

Reliability  for  assembly  lines.  A 
Westinghouse  computer  control  sys- 
tem is  running  a  major  auto  com- 


ponent assembly  line,  controlling  al 
mechanical  operations,  monitoring 
manual  ones  to  eliminate  unneces 
sary  delays.  The  system  prints  out  a 
daily  report  of  production  delays  and 
their  causes.  The  computer  has 
proved  more  reliable  than  previous 
electromechanical  "logic"  systems. 
Unmanned  warehouses.  In  a  num- 
ber of  warehouses  that  supply  parts 
to  high-volume  production  lines, 
Westinghouse  computer  systems  di- 
rect the  storage  and  retrieval  of  parts. 
The  computer  directs  the  cranes  and 
other  equipment  that  load  parts  into 
racks,  fetch  parts  when  they  are 
needed,  and  deliver  parts  to  the  pro- 
duction line.  Through  all  this,  the 
computer  maintains  complete  inven 
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Service  Sales-119  Locations,  Over  10%  Growth  Rate 


Over  an  eighth  of  what  Westinghouse 
sells  to  industry  is  not  products  at  all, 
but  a  variety  of  services.  Our  service 
business  has  been  growing  better 
than  10%  a  year. 

If  there  has  been  a  secret  ingre- 
dient in  this  growth,  it  is  that  the 
services  are  available  nearby  and  in 
a  hurry.  Westinghouse  operates  119 
repair  and  service  locations  in  the 
U.S.  and  overseas. 

Equipment  repair  requires  imme- 


diate response  to  customer  needs, 
since  breakdowns  can  create  pro- 
duction emergencies.  Some  Westing- 
house repair  shops  have  very  large 
facilities,  and  are  capable  of  rebuild- 
ing large  apparatus,  such  as  rolling 
mill  motors  or  gas  turbines.  This 
business  is  quite  resistant  to  dips  in" 
the  economy:  customers  may  post^ 
pone  buying  but  they  can't  postpone 
repairs. 
Technical  field  service  deals  witP 
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New  growth  prospects: 


Part  of  an  auto  sub-assembly  machine 
run  by  a  Westinghouse  computer  con- 
trol system. 

tory  records.  The  new  system  can 
substantially  reduce  the  physical  in- 
ventory needed  for  production. 

Automated  oil  terminals.  One 
pipeline  company  operates  27  termi- 
nals, where  tank  trucks  pick  up  ship- 
ments of  many  grades  for  many 
customers.  Each  terminal  is  manned 
by  its  own  Westinghouse  computer 
system— which  directs  the  operation 
of  pumps  and  valves,  records  all 
shipments,  and  transmits  detailed 
daily  shipment  reports  to  the  distant 
home  office. 

Because  of  the  large  cost  savings 
with  such  systems,  we  expect  the 
market  to  grow  strongly. 


installation,  startup,  testing,  and  de- 
bugging of  new  and  existing  equip- 
ment—from a  bank  of  control  relays 
to  a  10,000  hp  motor. 

Contract  plant  maintenance 
ranges  from  total  maintenance  of  a 
large  plant,  to  the  care  of  specified 
equipment  only.  For  example,  we  are 
meeting  a  growing  demand  for  instru- 
ment service  to  maintain  a  variety  of 
pneumatic,  hydraulic  and  electronic 
instruments. 


First  All-Computer 

Control  For 

Machine  Tools 


A  new  numerical  contouring  control 
introduced  by  Westinghouse  is  the 
first  such  control  that  incorporates 
its  own  computer  rather  than  hard 
wired  logic  circuits. 

In  a  number  of  ways,  the  new  sys- 
tem reduces  machine  tool  downtime, 
an  immediate  advantage.  Long  term, 
the  advantage  is  on  another  level:  a 
machine  with  the  new  control  will 
itself  not  become  obsolete  in  the 
future,  because  it  can  adapt  to  new 
control  schemes  with  an  enonomical 
change  of  its  programming.  These 
benefits  are  of  particular  interest  to 
manufacturers  who  are  looking  for- 
ward to  that  ultimate  called  the  auto- 
matic factory— that  is,  banks  of  ma- 
chine tools  run  by  a  central  computer. 


WESTINGHOUSE 

AtJNOUNCES  NEW 

MINICOMPUTER 

The  past  three  years  have  seen  a 
major  development  in  the  industrial 
computer  business:  the  emergence 
of  the  minicomputer.  ("Mini"  refers 
to  price— the  basic  unit  generally 
sells  under  $20,000.)  The  minicom- 
puter market  is  now  estimated  over 
$200  million  and  growing  rapidly. 

After  two  successful  years  with  our 
first  minicomputer,  Westinghouse 
has  developed  a  more  powerful 
model.  Headquarters  have  been  es- 
tablished in  Orlando,  Florida,  to 
direct  the  design,  production  and 
marketing  of  the  product. 


Westinghouse  Enters 
Hermetic  Motor  Field 


Athens,  Tennessee:  This  new  250,000  sq. 
ft.  Westinghouse  hermetic  motor  plant  is 
one  of  the  most  fully  automated  factories 
in  the  U.S.  Hermetic  motors  are  used  for 
air  conditioning  and  refrigeration,  and 
represent  the  largest  single  market  for 
fractional  hp  motors.  The  market  has 
been  growing  8%  a  year.  Even  without 
this  plant,  Westinghouse  sales  of  small 
motors  have  grown  42%  since  1965. 


You  can  be  sure...if  it's  Westinghouse 
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Check  GIRARD  Transcheck  . . .  the  system  that  reduces  float 
and  idle  cash  by  as  much  as  75%  I     Cash  that  you  can  turn 
into  greater  earnings.  As  much  as  $48,000  of  additional  annual 
earnings  if  you're  a  $50  million  company.  More  if  you're  more. 

The  Girard  Transcheck  System  helps  you  move  your  funds 
from  any  place  in  the  United  States  to  a  central  account 
da/7y.'  You  can  convert  most  deposits  into  available  funds 
within  one  day  ...  no  matter  where  they  originate.  And 
you'll  get  faster,  more  accurate,  more  meaningful  financial 
information  from  our  communications  center.  Send  coupon 
for  our  new  Transcheck  Folder. 


GIRARD  BANK 

Corporate  Services 

One  Girard  Plaza,  Philadelphia  PA  19101 
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Side  Lines 


The  Far-Out  vs.  the  Here  and  Now 

In  the  months  following  the  last  big  stock  market  crash,  that  of  1962, 
Forbes  did  a  number  of  articles  examining  the  basic  structure  of  the 
New  York  Stock  Exchange.  In  one  {Oct.  15,  1962)  we  pointed  out 
that,  due  to  a  number  of  law  suits,  the  NYSE's  closed-club  approach  to 
stock  market  trading  was  under  fire;  that  people  were  beginning  to  won- 
der why  the  bulk  of  the  most  profitable  kind  of  commission  business 
should  be  restricted  to  people  who  happened  to  own  a  member- 
ship. In  another  much-commented-upon  piece  ("Electronic  Finance," 
May  1, 1963),  we  talked  about  proposals  to  replace  the  Stock  Exchange 
with  a  computer.  On  the  floor  of  the  exchange,  we  wrote,  "trades  are 
still  executed  pretty  much  as  they  have  been  for  a  century  and  a  half 
.  .  ,  much  of  the  work  done  by  high-paid  partners  is  merely  clerical." 
We  quoted  a  money  man  calling  the  existing  system  of  floor  traders 
and  specialists  "an  elaborate  form  of  featherbedding." 

At  the  time,  much  of  this  sound- 
ed like  financial  science  fiction.  To- 


Are  Stock  Brokers  Obsolete? 


It  sounds  farfetched,  but  some  ex- 
perts think  a  computer  could  be 
trained  to  take  the  place  of  the  New 
York  Stock  Exchange.  In  place  of 
the  churning,  seething  human  ac- 
tivity that  now  takes  place  on  its 
floor  from  10  a.m.  to  3:30  p.m.  every 
weekday,  a  big,  quiet  computer 
would  do  the  work  of  matching  of- 
fers to  buy  and  offers  to  sell  from 

Forbes,  may  1,  1963 


day  it  is  very  much  in  the  realm 
of  possibility.  There  is  talk  of  re- 
placing specialists  with  computers. 
Talk  of  merging  all  stock  trading 
into  a  single  national— or  even  world 
—system  instead  of  the  departmen- 
talized exchanges  that  we  now 
have— New  York,  American,  re- 
gional and  over-the-counter.  There 
is  lively  talk  about  scrapping  the 
Big  Board's  right  to  fix  commission 
rates.  Wall  Street  is  in  flux,  and 
some  of  the  changes  being  dis- 
cussed make  our  articles  of  a  few 
years    back    sound    a    bit    timid. 

We  take  pride  in  recalling  that  we  were  talking  about  these  things 
at  a  time  when  the  Wall  Street  Establishment  was  firmly  in  control;  at 
•a  time  when  few  people  took  them  seriously.  But  we  recall  these  early- 
warning  articles  for  another  reason,  too.  We  think  they  prove  a  point: 
that  good  journalism  cannot  consist  simply  of  looking  at  the  "facts." 
It  must  look  at  future  probabilities  as  well  and  even  future  possibili- 
ties. Nearly  every  Forbes  article  does— and  will  continue  to  do  so. 

Take  this  23rd  Annual  Report  on  American  Industry.  While  chron- 
icling the  woes  of  the  conglomerates,  we  report  that  some  very  smart 
people  think  the  conglomerates  will  come  back  (p.  110). 

While  chronicling  the  1970  problems  of  the  defense  industry,  we 
raise  the  strong  possibiHty  that  the  industry  will  revive  (p.  117). 

In  talking  about  the  rather  sad  state  of  the  building  industry,  we 
speculate  as  to  whether  a  whole  new— and  immensely  profitable— in- 
dustry may  be  in  the  making  (p.  76). 

In  discussing  what  the  color-TV  slump  and  the  defense  cutbacks 
have  done  to  the  electronics  industry,  we  also  remind  our  readers  of 
the  wonderland  of  commercial  electronics,  which  is  obviously  still  in 
its  infancy  (p.  141). 

It's  not  simply  that  we're  trying  in  this  issue  to  balance  pessimism 
with  optimism.  It's  something  more  basic:  We  have  always  felt  that 
sound  business  and  investment  decisions  cannot  be  based  on  present 
events  alone  but  must  consider  carefully  the  potential  of  things  that 
now  seem  rather  far-out.  In  these  days  of  rapid  change,  the  far-out 
has  a  disconcerting  habit  of  becoming  the  here-and-now  before  most 
people  even  realize  what  is  happening.  ■ 
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low  cost 
power  and  iud 

help  you  make 
a  profit 
in  Oldalioma. 

No  matter  where  you  locate  in 
Oklahoma,  you'll  find  an  adequate 
supply  of  low-cost  power  and  fuel. 

Our  state  has  43  generating  plants 
supplying  power  through  a  massive 
9,000  pole  mile  network  of  trans- 
mission lines  and  91,000  pole  miles 
of  distribution  lines. 

As  a  major  petroleum  producing 
state,  Oklahoma  can  draw  on  nat- 
ural gas  reserves  estimated  at  20.35 
trillion  cubic  feet.  This  is  a  mini- 
mum of  15  times  local  annual  re- 
quirements available  from  over  40 
gas  companies  serving  the  state. 

Low-cost  power  and  fuel  can  help 
you  make  a  profit  in   /J>TX^ 
Oklahoma.  For  more    J^JU^j 
information  about     {jf^f^fl 
the  State's  environ-     ^J'Tp 
mental  excellence,       /hlJG 
call  or  write  Direc-      ^^^ 
tor,  Industrial  Division. 


f 


Industrial  Development 
and  Park  Department 
SOO  Will  Rogers  Memorial  Building.  Suite  303 
Oklahoma  City,  Oklahoma  73105,  (405)  521-2401 
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FOREIGN 


On  Foreign  Soil 

The  onetime  U.S.  dominance  of 
direct  investment  in  foreign  man- 
ufacturing facilities  is  being  threat- 
ened by  the  growth  of  foreign- 
based  multinational  companies.  Of 
the  total  $100  billion  that  world 
businesses  have  invested  outside  of 
their  own  countries,  only  55%  is 
from  U.S.  firms,  and  that  percent- 
age is  still  declining.  After  the  U.S., 
the  British  have  the  greatest  manu- 
facturing investment  outside  their 
own  borders,  followed  by  the 
French,  Dutch  and  Germans,  with 
the  Japanese  moving  up  rapidly. 

Here's  /o  Capitalism,  Hie! 

Drinking  has  been  a  state  mo- 
nopoly in  Carlisle,  Gretna  and  In- 
vergordon,  Scotland  ever  since 
1916,  when  the  British  govern- 
ment, in  order  to  reduce  drunken- 
ness among  munitions  workers, 
took  over  the  pubs,  forbade  stand- 
ing at  the  bar,  forbade  anyone  to 
buy  a  drink  for  anyone  else  and  for- 
bade the  sale  of  whiskey  on  Satur- 
days. Now,  over  50  years  later,  the 
government  is  at  long  last  prepar- 
ing to  sell  off  the  pubs  and  return 
drinking  to  private  enterprise. 

Official  Black  Market 

India,  like  many  developing 
countries,  has  a  thriving  black 
market  in  U.S.  dollars.  The  official 
exchange  rate  is  7/^  rupees  per  dol- 
lar, but  any  tourist  caii  get  ten  or 
more  rupees  per  dollar  from  cab 
drivers.  This  is  frowned  upon  by 
the  government,  of  course.  Yet  the 
government  itself  is  so  desperate 
for  foreign  exchange  that  visiting 
American  businessmen  can  buy 
government-made  watches  for  $10 
in  U.S.  currency.  The  watches  sell 
for  103  rupees  in  India,  which 
means  the  government  is  giving 
10.3  rupees  per  dollar— the  same 
as  any  black-market  taxi  driver. 

Who's  Scared? 

Totally  unfrightened  by  Detroit's 
new  mini  models,  Datsun,  the  No. 
Three  importer  of  foreign  cars  into 
the  U.S.,  recently  announced  plans 
to  build  a  ten-story,  $3.5-miIlion 
U.S.  headquarters  in  Los  Angeles, 
not  far  from  the  headquarters  of 


Honda  and  archrival  Toyota.  Dat- 
sun expects  to  sell  200,000  cars 
and  trucks  here  in  1971,  worth 
about  $420  million  at  retail.  As  for 
the  future,  Datsun  has  already  set 
aside »  space  for  a  second  oflBce 
building  at  its  6.8-acre  site. 


BUSINESS 


Extra  Inflation  Bite 

Inflation  has  cost  U.S.  corpora- 
tions $6.1  billion  in  extra  income 
tax  payments  over  the  last  three 
years  alone  because  of  the  way 
many  companies  value  their  inven- 
tory, says  a  recent  article  in  an 
American  Institute  of  Certified 
Public  Accountants  publication. 
The  oveipayments,  the  article  goes 
on,  could  have  been  avoided  by 
using  the  LIFO  or  last-in-first-out 
instead  of  the  FIFO  (first-in-first- 
out)  method  of  pricing  inventory. 
Under  the  LIFO  method,  the  cost 
of  goods  sold  reflects  current  prices 
and  thereby  decreases  the  compa- 
ny's tax  liability  during  inflationary 
periods. 

How  Far  Away  Is  It? 

After  centuries  of  use,  obsoles- 
cence threatens  the  chain  and 
transit  as  lightweight  laser  instru- 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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ments  become  a\ailable  for  survey 
ing.  One,  the  Ranger,  built  by  La- 
ser Systems  and  Electronics  of 
Tullahoma,  Tenn.,  has  a  built-in 
computer  that  calculates  distances 
by  bouncing  a  laser  beam  off  a 
prism.  Extremely  fast  and  accurate, 
the  35-pound  machine  can  be 
back-packed  into  rugged  areas, 
where  it  has  a  range  of  4J2  miles. 

Artificial  Climate 

No,  it  hasn  t  turned  permanently 
colder  in  Southern  California,  but 
something  almost  as  nice  has  hap- 
pened to  Pacific  Lighting  (Forbes, 
Nov.  1),  which  supplies  gas  to 
most  of  the  area.  The  California 
Public  Utilities  Commission  has  ap- 
proved a  S17.4-minion  rate  in- 
crease for  the  company,  calculated 
to  give  it  a  7.75?  rate  of  return  in- 
stead of  the  previous  6.9%.  The  in- 
crease has  the  anahsts  talking  of 
1971  earnings  of  $2.50  or  more  per 
share  vs.  less  than  $2  in  1970.  Un- 
less, that  is,  the  weather  in  South- 
em  Cahfomia  should  turn  even 
warmer  than  the  company  reports 
it  as  having  been  for  most  of  the 
last  decade. 

Your  Aching  Back 

If  your  back  aches,  the  fault 
may  be  your  car's,  says  Dr.  James 
Cyriax,  a  London  specialist  in  or- 
thopedic medicine.  In  a  recent 
book.  The  Slipped  Disc,  Dr.  Cy- 
riax rates  car  seats  on  the  basis  of 
how  good  or  bad  they  are  for  one's 
back.  One  star,  bad,  and  could  be 
harmful.  Two,  poor,  designed 
without  orthopedic  considerations. 
Three,  moderate,  but  still  without 
adequate  support  at  certain  points. 
Four,  adequate.  Five  stars  means 
the  seat  fulfills  orthopedic  require- 
ments. American  cars  are  all  rated 
one  star  in  Dr.  Cyriax'  book.  The 
Volkswagen  gets  two.  The  Rolls, 
<hree.  Only  the  new  Range  Rover 
gets  five. 

Drink  Along 

It  is  not  \et  reported  how  wine 
connoisseurs  react  to  the  idea,  but 
the  Party  Tyme  subsidiary  of  Jo- 
seph E.  Seagram  is  packing  Cali- 
fornia burgundy,  rose  and  chablis 
in  eight-ounce  flip-top  cans  to 
make  it  easier  for  America's  wine 
drinkers,  who  now  down  250  mil- 
lion gallons  a  year,  to  take  it  along 
to  picnic,  beach  or  wherever.  To 
date  the  promotion  has  gone  so 
well  that  plans  call  also  for  can- 
ning some  of  the  growing  specialty 
wines  hke  cold  duck  in  the  near 
future.   ■ 
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Pollution  problems 
come  all  shapes  and  sizes. 

So  do  Austin  solutions. 


Over  the  years,  Austin  has  solved  many  hundreds 
of  problems  In  environmental  control  and  the 
elimination  or  reduction  of  pollution.  These  were 
in  a  wide  range  of  industrial  activities— including 
process,  forest  products  and  mining  and  metal 
industries— both  at  home  and  abroad.  A  few 
examples  are: 

1 .  For  the  production  of  iron  ore  pellets. 

Recover  from  350°  F  furnace  top  gas  discharge, 
2100  Ibs./hr.  of  abrasive  iron  oxide  dust,  with 
efficiencies  of  100%  for  particles  30  microns  or 
larger  and  85%  for  those  to  1  micron. 

2.  For  a  paper  manufacturer.  Industrial  waste 
treatment  for  kraft  pulp  mill.  Treatment  facilities 
consisting  of  solids  removal  and  disposal  by 
incineration  and  BOD  reduction  by  an  aerated 
lagoon,  followed  by  a  post-polishing  lagoon. 
Control  of  odor  and  particulate  matter. 

3.  For  a  chemical  processor.  A  waste  reclamation 
system  to  turn  a  pollution  contaminant  into  a 
saleable  by  product.  A  catalyst  plant  waste  stream 
was  treated  in  a  solids-contact  clarifier,  sand 
filtered,  partially  evaporated,  steam  filtered  and 
dried  to  recover  sodium  sulfate. 

4.  For  a  pharmaceutical  manufacturer.  Complete 
facilities  for  handling  all  liquid  process  wastes. 

A  high  solids  content,  high  BOD  spent  fermenta- 
tion beer  was  concentrated  by  evaporation  for 
incineration  or  drying  and  sale,  depending  on  the 
variable  nature  of  the  constituents.  Miscellaneous 
wash-waters  and  low  BOD  wastes  were  combined 
with  treated  sanitary  wastes  for  deep  well  disposal. 

If  this  kind  of  experience  can  be  of  help  in  solving 
your  environmental  and  pollution  problems, 
call  Austin. 

Please  direct  inquiries  to  The  Austin  Company, 
Cleveland,  Ohio  44121. 


.   21-3 


THE  AUSTIN 
COMPANY 

Designers  -  Engineers  -  Builders 
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If  you're  iooking  for  a  state  that 
caters  to  corporations... 

FoBiet     . 

Minnesota! 


We  cater  to  individuals— the  ones  who  manage 
corporations,  work  for  corporations  and  locate 
corporations.  We  demand  the  best  education,  the  cleanest 
environment  and  the  highest  quality  of  life  possible  for 
our  people.  Which  makes  them  among  the  most  highly- 
trained,  healthy,  reliable  and  happy  people  you  can  find- 
anywhere.  That  may  be  why  they're  more  productive  than 
other  workers  and  lose  less  time  from  the  job.  And 
that  may  be  why  corporations  locate  here. 

Write  for  facts  about  the  state  that  doesn't  cater  to 
corporations. 


minnesota 

Please  send  your  frse  tit^^rature  r;: 

I     I  Oua//<y  of  L/Ye—Whv Minnas 
I — I  second  among  the'  50  state 

□  Minnesota ' 
Minnesota 


vide  traineo 


'^ntJ\/lanpomer~  jw 
iTach  school"",  pro- 
ror  your  neei's. 


Department  of  Economic  Development 
Industrial  Development  Division  Suite:  B-1 
57  West  Seventh  St.,  St.  Paul,  Minn.  55102 


I  Towns  A//Ve— What  Minnesota  towns 
->  are  doing  to  attract  industry. 

[~~|  Minnesota  Tax  Gw/de— How  Minnesota 
L— '  collects  and  allocates  the  tax  dollar. 


CITY 


READERS  SAY 
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Our  Neighbor  to  the  Norfh 

Sir:  Your  article  about  Canadian  na- 
tionalism is  important  (  Forbes,  Dec.  1 ) . 
It  is  part  of  a  general  problem,  the  im- 
pact of  the  global  corporation  on  host  so- 
cieties, and  their  response.  For  some 
months  the  (nonprofit)  Point  Roberts  In- 
stitute has  been  laying  the  groundwork 
for  a  Canadian  Orientation  Program  for 
Executives  (COPE)  to  operate  in  Ot- 
tawa and  the  Vancouver  area.  Senior 
American  participant  is  Harry  Swanson, 
treasury  attache  (retired),  U.S.  Embas- 
sy in  Canada.  COPE  will  bring  execu- 
tives face  to  face  with  the  problem  in 
training  sessions  held  around  the  year. 

— R.S.  RoDGERs,  Ph.D. 
Point  Roberts,  Wash. 

Sir:  It  is  an  interesting  coincidence 
that  your  issue  with  the  article  on  "Can- 
ada's Closing  'Open  Door' "  arrived  the 
same  day  as  the  December  issue  of  Mac- 
lean's—Canada's  national  magazine— with 
an  article  on  the  same  subject.  Canada 
wants  to  be,  and  deserves  to  be,  treated 
as  an  autonomous  nation,  not  as  a  group 
of  people  whose  wiU  can  be  bought  and 
sold  by  U.S.  business.  How  many  people 
in  this  country  know  anything  at  all 
about  Canadian  history?  Canadians  know 
a  lot  about  the  U.S.;  it  would  seem  only 
common  courtesy  for  us  to  find  out 
about  them. 

—Richard  Pugh 

The  University  of  Iowa 

Iowa  City,  Iowa 

Sir:  Since  Forbes  has  taken  the  ini- 
tiative to  bring  forward  Canada-U.S.  eco- 
nomic problems,  I  am  proposing  a  solu- 
tion which  will  bring  happiness  to  all 
North  Americans.  Natural  mountain  bar- 
riers divide  North  America  into  east 
and  west,  and  the  obvious  answer  is  to 
form  two  new  countries  by  swinging  the 
Canadian-U.S.  border  around  to  run 
north  and  south.  Canada  would  be  the 
new  western  country  (or  should  it  be 
Pacificus? )  and  the  eastern  country  would 
be  the  U.S.  (or  Atlanticus?). 

The  advantages  are  quite  obvious: 
Canada  would  no  longer  have  the  Que- 
bec problem;  and  arguments  over  fish- 
ing territories,  water  rights,  natural  re- 
sources. Point  Roberts  here  in  Washing- 
ton State,  etc.,  would  disappear  over- 
night. Alaska  would  not  be  separated 
from  territorial  Pacificus  (she's  sort  of 
lonesome  up  there  now),  and  we  would 
have  one  cozy  Pacific  rim  coimtry.  Even 
the  Northwest  Passage  would  cease  to 
worry  us  as  we  would  both  own  it. 

—Robert  F.  Kaiser,  M.D. 
Bellingham,  Wash. 

Sm:  You  see  the  growing  animosity 
between  the  U.S.A.  and  Canada;  yet 
you  do  not  point  out  the  root  cause. 
Why?  Why  don't  you  tell  your  readers 
that  free  trade  makes  friends?  Why  don't 
you  tell  them  that  free  trade  prevents 
wars?  Hurry,  before  we  find  ourselves  at 
(Continued  on  page  193) 
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Consider  the  impact  of  the  look  of  success 


Enter  an  All-Steel  environment. 
From  either  side  of  the  desk,  All- 
Steel's  contemporary  styling  adds 
up  to  distinctive,  yet  efficient  sur- 
roundings—at a  price  that  invites 
comparison.  Select  from  a  com- 
plete line  of  furniture  and  files. 
Call  your  All-Steel  dealer  or  write 
All-Steel  Equipment  Inc.,  Aurora, 
Illinois  60507.  Showrooms  in 
New  York,  Chicago,  Los  Angeles, 
Aurora.  In  Canada:  B.K.Johl,lnc., 
Montreal,  Toronto,  Vancouver. 


Consider 


CQ 


One  of  the  C.I. T.  companies 
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Some  companies  diversify  into 

otiier  lines  of  business.  We  diversify 

into  other  lines  of  paper. 


You'll  find  us  getting  deeper 
and  deeper  into  the  business  pa- 
pers business.  We  make  those  spe- 
cial papers  that  need  special  quali- 
ties built  into  thenn.  Forms  papers, 
computer  printout  and  copier  pa- 
pers, for  example. 

You'll  find  us  in  the  ground- 
wood  printing  paper  business.  We 
make  the  lightweight  grades  used 
for  paperback  books,  mail  order 
catalogs,  telephone  directories, 
almanacs,  magazines,  periodicals 
and  children's  workbooks. 


You'll  find  us  diversifying  into 
the  packaging  business.  We  make 
linerboard  and  corrugating  medi- 
um for  independent  box  makers. 

We've  made  a  conscientious 
effort  to  diversify  into  other  lines  of 
paper. 

And  now  we  find  we're  the 
country's  leading  producer  of  high- 
grade  business  communication, 
printing  and  publishing  papers. 
The  country's  leading  independent 
producer  of  newsprint  and  con- 
tainerboard.  And  the  country's 
leading  producer  of  lightweight 
groundwood  printing  papers. 

Our  diversification  efforts  are 
paying  off. 


Find  out  more  about  this 
growth  company  in  a  growth  indus- 
try. Write  to  me  personally:  PeterS. 
Paine,  Chairman  of  the  Board, 
Great  Northern  Nekoosa,  522  Fifth  ; 
Avenue,  New  York,  N.  Y.  10036.1 


GREAJ 

NORTHERN 

NEKGDSA 

CCRPORAnON 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


Forecast 


1971  TO  END  UP 


Now's  the  time  when  everybody  in  business  goes  out  to 
the  cnstal  ball  park  to  see  what  he  can  foresee. 

What  kind  of  a  year  will  1971  be? 

Nobody,  but  nobody  knows.  The  man  who  says  he  does 
either  knows  nothing  or  is  in  politics. 

I  can  list  for  you  a  half  dozen  convincing  reasons  why 
the  first  half  of  the  year  is  going  to  be  better  and  the  sec- 
ond half  worse.  I  can  list  for  you  half  a  dozen  con- 
vincing reasons  why  the  first  half  of  the  year  will  see  busi- 
ness worse  than  in  the  second  half. 

The  same  stuff  and  guff  can  be  used  to  make  either 
case. 

F'r  instance:  Is  the  whopping  federal  deficit  now  a- 
building  going  to  be  good  or  bad?  Good,  say  the  bright- 
side  Seers.  Billions  more  dollars  pumped  into  the  econ- 
omy. Bad,  say  the  sombre  Seers.  Financing  the  deficit 
will  soak  up  money  needed  to  finance  the  expansion  of  pri- 
vate industry;  further  federal  debt  is  inflationary. 

So,  too,  with  the  matter  of  greatly  increased  personal 
savings.  The  bright-side  Seers  talk  of  how  this  will  spur  the 
economy  when  the  savers  start  spending.  The  sombre  Seers 
point  to  it  as  a  sign  of  spreading  concern  by  consumers. 
Again,  they're  both  right  in  one  sense.  The  good  of  savings 
comes  with  the  ceasing  to  and  spending  of  them. 

Take  the  matter  of  unemployment.  Good,  say  the 
(employed)  bright-side  Seers.  This'U  slow  inflation  and 
after  all  that's  the  name  of  the  Game  Plan.  Bad,  say  the 
sombre  Seers,  because  it  spreads  consumer  fear,  dampens 
corporate  spending  plans  and  creates  the  potential  for 
panicky  pohtical  tampering  with  the  economy  to  halt  it. 

It's  all  very  Alice-in-Wonderland.  Now  you  can  under- 
stand why  everyone  is  an  "economist"  these  days. 
Either  everyone  is  or  no  one  is— and  I'm  inclined  to  the 
latter  conclusion. 

Before  giving  you  my  own  forecast  for  the  year  we  are 
just  entering,  I'd  like  to  credential  it  by  quoting  the  last 
four  sentences  from  this  page  of  Jan.  1,  1970.  Speaking  at 


the  outset  of  the  year  we've  just  ended,  I  wrote: 

"Many  see  problems  ahead— for   the  other   guy. 
Most  see  the  possibility  of  a  'valley'  in  the  months 
ahead.  But  almost  everyone  sees  across  the  valley, 
if  he  sees  one  at  all,  and  is  planning  and  budget- 
ing and  spending  accordingly. 
Before  the  year  has  run  it's  course,  I  think  more 
will  have  walked  in  that  valley  than  now  expect 
to." 
Not  bad,  eh,  considering  that  most  everybody  who  was 
talking  was  talking  ebulliently. 
So,  here  goes  again- 
Some  time  in  the  course  of  1971  the  Nixon  Administration 
is  going  to  face  up  to  the  sad  truth  that  it,  we  cannot 
have  both  full  employment  and  halt  inflation. 

Before  facing  up  to  the  bitter  choice,  the  Administration 
will  try  a  form  of  jawboning,  try  promoting  an  "incomes 
policy,"  i.e.,  urging  no  wage-price  increases.  It  will  remain 
a  jawbone  effort,  though;  not  a  program  of  actual  legal  con- 
trols or  freeze.  The  verbal  effort  will  be  no  more  ef- 
fective than  a  legal  one  would  be,  and  verbalizing  will 
wreak  less  havoc. 

As  the  Time  of  '72  draws  nearer  toward  the  year's  end, 
which  choice   do   you   think   President   Nixon   will   make 
as  between  more  employment  or  less  inflation? 
To  ask  the  question  is  to  answer  it. 

What  an  Administration  can  do  to  hypo  an  economy— 
which  is  quite  much— it'll  do.  And  that,  my  friends,  will 
mean  learning  to  live  for  a  very  long  time  with  a  higher 
rate  of  inflation  than  we'd  all  prefer.  By  the  end  of  the  year 
it  will  be  clear  that  we  are  not  willing  to  pay  the  painful 
price  of  the  economic  contraction  required  to  stop  inflation. 
I'm  not  even  sure,  now,  that  if  we  would  and  could  pay 
that  price,  it  would  long  be  worth  the  cost. 
To  sum  up— 

Seventy-one  is  likely  to  end  up  a  "good"  year. 
For  a  lot  of  bad  reasons. 
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DON'T 

In  these  striking  times  there's  an  understandable  tend- 
ency on  the  part  of  those  struck  to  deplore  with  vehe- 
mence the  ready  availability  of  unemployment  compensa- 
tion for  workers  not  working. 

In  fact,  only  a  fraction  of  those  collecting  unemployment 
compensation  are  strikers.  And,  despite  innumerable  sto- 
ries by  innumerable  businessmen,  only  a  small  percentage 
of  those  collecting  unemployment  compensation  are  im- 
willing  to  work. 

In  these  times  of  wide  and  widening  unemployment- 
reaching  near  to  5  milhon  at  the  moment— it  shouldn't  take 
much  thought  or  long  reflection  to  make  one  glad,  not 


KNOCK  IT 

mad,  that  unemployment  compensation  is  as  substantial  as 
it  is  and  of  as  long  duration  as  it  is. 

If  it  were  not  for  the  sizable  underpinning  that  such 
compensation  is  today  providing  to  the  economy,  this  re- 
cession would  have  been  on  its  way  to  becoming  a  real 
depression. 

There  are  few  businesses  throughout  the  country  that 
have  not  reduced  payroll  numbers  in  these  tightened 
times.  A  principal  reason  that  such  action  hasn't  snow- 
balled the  downslide  is  unemployment  compensation. 

Don't  knock  it. 

Be  glad  of  it. 


THE  HARDEST  THING 


For  those  of  us  who  are  parents  the  most  difficult  thing 
asked  by  our  young  is  not  our  earnings  but  our  ears. 


To  hear  'em  out  before  sounding  off— ah,  that's  the  test  of 
whatever  saintliness  there  might  be  in  each  or  any  of  us. 


THE  FBI'S  TEN  MOST  WANTED 


With  its  usual  comprehensiveness.  The  Wall  Street  Jour- 
nal recently  ran  a  critical  critique  of  the  FBI's  far-famed 
"Ten  Most  Wanted"  criminal  list.  Quoting  mostly  unidenti- 
fied sources,  the  Ten  list  was  pilloried  as  a  publicity  gim- 
mick; for  being  ineffective  and  at  the  same  time  too  ef- 
fective because  some  on  it  got  picked  up  so  soon  after 
pubhcizing  that  they  must  have  been  spotted  beforehand; 
for  sometimes  hsting  more  than  ten  (it  was  then  16);  and 
most  criticized  for  having  nine  of  that  16  "pohtical." 

Most  of  the  so-called  political  nine  are  wanted  for  con- 
spiracy, sabotage  and  riot  charges— two  for  murder. 


Surely  violent  revolutionaries  who  resort  to  bombings, 
murder,  and  who  have  by  terror  nearly  paralyzed  some 
educational  institutions  are  infinitely  more  dangerous  crim- 
inals to  a  free  society  than  the  bank  robber  or  prison- 
breaker  who  might  have  killed  someone  in  the  course  of 
his  effort. 

When  you  consider  the  cost  in  time,  money  and  free- 
dom to  local,  state  and  federal  institutions  and  officials 
from  bomb-and-bullet  young  fanatics,  it  would  be  an  ir- 
relevant Ten  Most  Wanted  list  that  did  not  have  them 
at  the  top. 


DRAWBACK 


Actually  attending  a  football  game  instead  of  seeing  it 
"hve"  on  television  involves  a  number  of  things  that  some 
of  us  undedicated  ones  might  consider  drawbacks.  Like 
traffic  jams;  finding  parking  space;  finding  which  stadium 
entrance  is  remotely  near  one's  seat;  climbing  innumer- 
able steps;  smihng  in  the  subway-rush-hour-like  crowd 
going  in  and  going  out;  paying  outrageously  for  warm 
cokes  and  cold  hot  dogs;  being  so  far  from  the  scene  of 
the  play  that  you  have  to  watch  the  guy  with  the  down 
marker  after  each  play  to  see  what  happened,  and,  nat- 
urally, seeing  the  team  you're  for  lose. 

But  these  slight  diflBculties  are  as  nothing  compared  to 
the  major  drawback  — 

No  instant  replay. 

For  those  of  us  who've  never  been  football  coaches  or 

CONTRARY  OPINION 

Making  mistakes  is  human. 
Repeating  'em  is  too. 
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players,  invariably  during  the  dazzling  touchdown  play 
we've  followed  the  wrong  guy  and  only  the  instant  replay 
—preferably  in  slow  motion— gives  a  clue  to  wha'  happened. 

No,  unless  it's  any  one  of  those  smaller,  bucoUc  stadiimis 
such  as  West  Point  or  Princeton  (my  Eastern  Establish- 
ment is  showing),  the  best  way  to  see  a  football  game  is 
on  TV. 

Except  for  those  who  can't  stand  the  comforts  of  home. 


Speaking  of  stadiums  and  things.  Someone  told  me  the 
other  day  that  the  famed  and  spreading  artificial  grasses 
—tough,  durable,  favorite  green  and  all  that— can't  take 
dogs.  It  seems  the  stuff  disintegrates  when  splashed  by 
canine-refined  H2O.  Isn't  it  comforting  to  know  plastics 
haven't  "solved"  everything! 

FULFILLMENT 

If  you  expect  nothing,  you're  apt  to  be  surprised. 
You'll  get  it. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 
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RCA  3  and  RCA  7  are  the  only  new  computers 
that  have  virtual  memory.  IBM's  new 
computers  don't. 

IBM  unbundled. 

RCA  bundles  or  unbundles. 

How  much  can  that  save  you? 

IBM  used  to  give  you  all  the  people  for  the 
systems  support  you  needed  as  part  of  the  cost 
of  the  computer.  No  more.  Now  they  charge 
for  it.  And  it's  costing  a  lot  of  companies  a  lot 
more  than  they  expected. 

RCA,  on  the  other  hand,  is  the  only  major 
computer  maker  that  lets  you  choose  how  you 
get  systems  support.  Bundled  or  unbundled. 
Whichever  is  better  for  you. 

Another  contract  exclusive  is  our  Flexible 
Accrued  Equity  Plan  that  can  reduce  your  equip- 
ment rentals  up  to  15%  a  month.  And  in  72  months, 
you  own  the  computer. 

All  this  is  part  of  our  plan  to  give  you  what 
you  want,  not  what  we  want  you  to  take. 

Computers  with  a  little  bit  of  IBM  included 
so  they're  easy  to  switch  to.  Computers  with 
exclusive  new  features  to  make  them  the  right 
step  up  for  you.  Policies  that  make  them  easier 
to  get  and  more  profitable  to  have. 

Easy  That's  the  key.  RCA  is  easier  to  do 
business  with. 
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COMPUTERS 


DON'T  KNOCK  IT 


In  these  striking  times  there's  an  understandable  tend- 
ency on  the  part  of  those  struck  to  deplore  with  vehe- 
mence the  ready  availability  of  unemployment  compensa- 
tion for  workers  not  working. 

In  fact,  only  a  fraction  of  those  collecting  unemployment 
compensation  are  strikers.  And,  despite  innumerable  sto- 
ries by  innumerable  businessmen,  only  a  small  percentage 
of  those  collecting  unemployment  compensation  are  un- 
willing to  work. 

In  these  times  of  wide  and  widening  unemployment- 
reaching  near  to  5  million  at  the  moment— it  shouldn't  take 
much  thought  or  long  reflection  to  make  one  glad,  not 


mad,  that  unemployment  compensation  is  as  substantial  as 
it  is  and  of  as  long  duration  &s  it  is. 

If  it  were  not  for  the  sizable  underpinning  that  such 
compensation  is  today  providing  to  the  economy,  this  re- 
cession would  have  been  on  its  way  to  becoming  a  real 
depression. 

There  are  few  businesses  throughout  the  country  that 
have  not  reduced  payroll  numbers  in  these  tightened 
times.  A  principal  reason  that  such  action  hasn't  snow- 
balled the  downslide  is  unemployment  compensation. 

Don't  knock  it. 

Be  glad  of  it. 


THE  HARDEST  THING 


For  those  of  us  who  are  parents  the  most  diflBcult  thing 
asked  by  our  young  is  not  our  earnings  but  ovir  ears. 

THE  FBI'S  TEN 

With  its  usual  comprehensiveness.  The  Wall  Street  Jour- 
nal recently  ran  a  critical  critique  of  the  FBI's  far-famed 
"Ten  Most  Wanted"  criminal  list.  Quoting  mostly  unidenti- 
fied sources,  the  Ten  list  was  pilloried  as  a  publicity  gim- 
mick; for  being  ineffective  and  at  the  same  time  too  ef- 
fective because  some  on  it  got  picked  up  so  soon  after 
publicizing  that  they  must  have  been  spotted  beforehand; 
for  sometimes  hsting  more  than  ten  (it  was  then  16);  and 
most  criticized  for  having  nine  of  that  16  "political." 

Most  of  the  so-called  political  nine  are  wanted  for  con- 
spiracy, sabotage  and  riot  charges— two  for  murder. 


To  hear  'em  out  before  sounding  off— ah,  that's  the  test  of 
whatever  saintliness  there  might  be  in  each  or  any  of  us. 

MOST  WANTED 

Surely  violent  revolutionaries  who  resort  to  bombings, 
murder,  and  who  have  by  terror  nearly  paralyzed  some 
educational  institutions  are  infinitely  more  dangerous  crim- 
inals to  a  free  society  than  the  bank  robber  or  prison- 
breaker  who  might  have  killed  someone  in  the  course  of 
his  effort. 

When  you  consider  the  cost  in  time,  money  and  free- 
dom to  local,  state  and  federal  institutions  and  ofiBcials 
from  bomb-and-bullet  young  fanatics,  it  would  be  an  ir- 
relevant Ten  Most  Wanted  list  that  did  not  have  them 
at  the  top. 


Actually  attending  a  football  game  instead  of  seeing  it 
"live"  on  television  involves  a  number  of  things  that  some 
of  us  undedicated  ones  might  consider  drawbacks.  Like 
trafiBc  jams;  finding  parking  space;  finding  which  stadium 
entrance  is  remotely  near  one's  seat;  climbing  innumer- 
able steps;  smiling  in  the  subway-rush-hour-like  crowd 
going  in  and  going  out;  paying  outrageously  for  warm 
cokes  and  cold  hot  dogs;  being  so  far  from  the  scene  of 
the  play  that  you  have  to  watch  the  guy  with  the  down 
marker  after  each  play  to  see  what  happened,  and,  nat- 
urally, seeing  the  team  you're  for  lose. 

But  these  slight  difficulties  are  as  nothing  compared  to 
the  major  drawback  — 

No  instant  replay. 

For  those  of  us  who've  never  been  football  coaches  or 

CONTRARY  OPINION 

Making  mistakes  is  human. 
Repeating  'em  is  too. 


DRAWBACK 

players,  invariably  during  the  dazzling  touchdown  play 
we've  followed  the  wrong  guy  and  only  the  instant  replay 
—preferably  in  slow  motion— gives  a  clue  to  wha'  happened. 

No,  unless  it's  any  one  of  those  smaller,  bucolic  stadiums 
such  as  West  Point  or  Princeton  (my  Eastern  Establish- 
ment is  showing),  the  best  way  to  see  a  football  game  is 
on  TV. 

Except  for  those  who  can't  stand  the  comforts  of  home. 


Speaking  of  stadiums  and  things.  Someone  told  me  the 
other  day  that  the  famed  and  spreading  artificial  grasses 
—tough,  durable,  favorite  green  and  all  that— can't  take 
dogs.  It  seems  the  stuff  disintegrates  when  splashed  by 
canine-refined  H2O.  Isn't  it  comforting  to  know  plastics 
haven't  "solved"  everything! 

FULFILLMENT 

If  you  expect  nothing,  you're  apt  to  be  surprised. 
You'll  get  it. 
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—Malcolm  S.  Forbes, 

Editor-in-Chief 


kCA  computer 
)itof  IBM. 


A  little  similarity  makes 
switching  easy.  But  it  s  RCAs 
big  differences  that  make  it  right. 

Our  computers  have  a  lot  of  things  IBM's  new 
computers  don't  have. 

The  reason  most  people  have  to  move  to  a 
digger  computer  is  that  their  workload  outgrows 
their  computer's  memor)'.  To  get  more  memory 
from  IBM.  you  have  to  go  all  the  way  to  a 
processor  that's  much  bigger,  more  powerful  and 
more  expensive  than  you  may  need. 

RCA  found  a  new  way  to  build  lower  cost 
memories  with  the  same  proven  technology  that 
IBM  staved  with  in  its  more  expensive  370's  — 
the  155  and  165. 

3o  we  can  keep  prices  down,  and  match 
memories  to  processors  more  sensibly  than  ever 
before.  So  you  can  afford  memories  big  enough 
to  go  with  the  power  you  want. 

I  Virtual  memory. 

Whats  it  really  worth  to  you? 

Virtual  memory  makes  a  computer  work  as 
though  its  memory  is  unlimited.  Which  means 
it's  hard  to  outgrow. 

It's  also  a  key  to  communications.  You  can 
run  jobs  in  your  computer  center,  pipe  them  in 
from  across  the  countr>'  and  have  people  working 
on  time-sharing  terminals,  all  at  the  same  time. 

Virtual  memory  is  one  of  the  reasons  we 
reached  IV2  times  our  1970  forecast  for  our  new 
computers  three  weeks  after  we  announced  them. 


RCA  3  and  RCA  7  are  the  only  new  computers 
that  have  virtual  memory.  IBM's  new 
computers  don't. 

IBM  unbundled. 

RCA  bundles  or  unbundles. 

How  much  can  that  save  you? 

IBM  used  to  give  you  all  the  people  for  the 
systems  support  you  needed  as  part  of  the  cost 
of  the  computer.  No  more.  Now  they  charge 
for  it.  And  it's  costing  a  lot  of  companies  a  lot 
more  than  they  expected. 

RCA,  on  the  other  hand,  is  the  only  major 
computer  maker  that  lets  you  choose  how  you 
get  systems  support.  Bundled  or  unbundled. 
Whichever  is  better  for  you. 

Another  contract  exclusive  is  our  Flexible 
Accrued  Equity  Plan  that  can  reduce  your  equip- 
ment rentals  up  to  15%  a  month.  And  in  72  months, 
you  own  the  computer. 

All  this  is  part  of  our  plan  to  give  you  what 
you  want,  not  what  we  want  you  to  take. 

Computers  with  a  little  bit  of  IBM  included 
so  they're  easy  to  switch  to.  Computers  with 
exclusive  new  features  to  make  them  the  right 
step  up  for  you.  Policies  that  make  them  easier 
to  get  and  more  profitable  to  have. 

Easy.  That's  the  key  RCA  is  easier  to  do 
business  with. 
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COMPUTERS 


The  new  National  Lead. 


The  new  National  Lead  helps 
make  modern  outdoor  living  more 
fun  with  less  work.  Lightveight 
easy-care  aluminum  grills,  for 
example,  are  die  cast  by  our 
Doehler-Jarvis  Division,  world's 
leading  custom  die  caster.  As  the 
pioneer  in  mass  production  die 
casting  of  precision  metal  parts, 
we  know  how  to  work  metal  and 
how  to  make  metal  work  harder  in 
hundreds  of  different  products 
for  home,  office  and  industry. 


The  new  National  Lead  keeps 
today's  prime  movers  moving.  By 
making  bearings  —  those  parts 
that  play  such  a  big  part  in 
movement.  Because  they're  so 
important,  we  have  four  divisions 
to  make  them,  in  just  about  every 
type  and  size.  From  sleeve 
bearings  for  aircraft  engines  to 
roller  bearings  for  railroad  cars. 
Because  they're  so  important, 
we're  constantly  expanding 
plants  and  production.  When 
you're  on  the  move,  go  with  the 
new  National  Lead. 


The  new  National  Lead  is  constantly 
looking  for  new  raw  material  sources  of 
titanium  dioxide,  the  pigment  that 
makes  paint,  paper  and  plastic  white 
and  bright.  We're  the  world's  largest 
producer.  With  new  plants,  new 
production  methods  and  continuing 
global  exploration,  we  intend  to  stay 
ahead  of  the  growing  titanium  pigment 
needs  of  today's  —  and  tomorrow's  — 
essential  industries. 


Meeting  the  worldwide  needs  of  the  chemicals,  metals,  nuclear,  petroleum,  automotive  and  aerospace  industries. 


NATIONAL  LEAD 
For  further  information  write  National  Lead  Company,  Room  1570, 1 1 1  Broadway,  New  York,  N.  Y.  10006 
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When  the  Cards  Don't  Go  Your  Way 

In  business,  you  can't  just  throw  in  a  weak  hand.  You  have  to  play  it  Which 
is  why  a  year  like  1970  may  be  a  better  test  of  management  than  the  boom 
years  that  preceded  it  Last  year  the  players,  not  the  cards,  decided  the  game. 


Remember  the  corporate  turnarounds 
that  were  a  dime  a  dozen  when  busi- 
ness was  booming?  Remember  the  he- 
roes who  claimed  the  secret  of  keep- 
ing profits  growing  at  an  annual  rate 
of  15?  to  20?,  perhaps  forever? 
Where  are  they  now?  It  took  only  a 
recession,  and  a  rather  modest  one  at 
that,  to  explode  these  myths. 

Are  we  saying,  then,  that  there  are 
no  heroes  in  business?  No,  we're  not 
saying  that.  Of  course  there  are  he- 
roes. But  they're  not  the  fellows  who 
won  when  they  were  playing  with 
royal  flushes— as  so  many  were  in  the 
boom  days  of  the  Si.xties.  Nor  are 
they  the  men  who  bluffed  successfully 
in  less  critical  times.  Today's  heroes 
are  the  men  who  could  win— or  at 
least  make  a  good  showing— with  a 
weak  hand.  They  are  the  heroes  of 
this,  the  Forbes  23rd  Animal  Report 
on  American  Industry. 


On  the  following  pages,  the  editors 
of  Forbes  celebrate  seven  cases  of  top 
managers  who  played  a  good  game 
with  a  weak  hand.  These  are  men 
who  engineered  turnarounds  that 
stayed  turned  around.  Who  sharply 
improved  profit  showings  and  not  just 
by  manipulating  financial  figures. 
Who  took  what  they  had  and  turned 
it  into  something  better. 

These  seven  managements  do  busi- 
ness in  such  varied  fields  as  computers 
and  shoes  and  electrical  equipment 
and  railroads.  One  of  them  is  a  cig- 
arette company.  (How  can  a  chief 
executive  be  dealt  a  worse  hand  than 
finding  himself  running  a  railroad  oi 
a  shoe  company  these  days?) 

These  seven  companies  are  not  the 
most  profitable  among  the  659  com- 
panies surveyed  in  this  issue.  They 
are  not  the  fastest  growing.  Each, 
however,  has  shown  an  ability  to  turn 


adversity  into  advantage— and  to 
make  the  change  stick. 

There  are  some  interesting  similar- 
ities among  the.se  seven.  None  of  the 
top  managers  was  a  hatchet  man. 
None  diversified  wildly.  None  tried  to 
improve  his  showing  by  creating  com- 
plicated financial  structures. 

There  are  no  abrupt  breaks  with 
the  past  in  these  companies.  Instead 
there  were  careful  examinations  ol 
strengths  and  of  weaknesses.  And  the 
pattern  was  remarkably  similar:  Pick 
your  strengths,  decide  where  they  can 
be  used  to  best  advantage  in  new 
markets.  In  short,  link  the  old 
strengths  with  the  new  opportunities. 

No  magic  formulas.  No  financial 
wizardry— whatever  that  may  be.  Just 
hard,  intelligent  work.  The  kind  of 
management,  in  short,  that  is  needed 
to  produce  results  in  the  kind  of  econ- 
omy that  almost  certainly  lies  ahead. 


Burroughs:  The  Great  Puller-Together 


The  delicate  part  of  turning  these 
big  old  companies  around  is  this: 
You've  got  to  make  changes,  big 
changes,  but  you've  got  to  make  them 
without  destroying  the  organization, 
which— more  than  bricks  and  mortar 
and  money  and  machinery— is  what 
makes  a  company  great. 

What  this  requires,  obviously,  is  an 
ability  to  take  existing  people  and 
systems  and  make  new  combinations 
of  them.  This  takes  a  leader,  a  man 
who  can  persuade  people  to  let  go  of 
what  they  have  and  strive  for  some- 
thing new  and  bigger.  A  man  who 
can  make  demands  on  people  by  lead- 
ing them  or  by  scaring  them.  A  man 
who  can  give  a  tired,  fragmented  or- 
ganization new  confidence. 

In  the  case  of  Burroughs  Corp.,  the 
man  was  Ray  MacDonald,  the  silver- 
haired,  58-year-old  president,  who  so 
successfully  steered  Burroughs  from 
the  adding-machine  age  into  the  com- 
puter age. 

A  decade  ago  Burroughs  had  fine 
research  and  engineering  for  building 
computers.  It  also  had  sales  organiza- 
tion for  selling  adding  machines.  But 
they  weren't  pulling  together.  The 
adding-machine  people  thought  it 
was  foolish  to  pour  so  much  money 
into  computers;  after  all,  adding  ma- 
chines had  served  the  company  well 
for  85  years.  The  computer  people 
felt  that  they  were  being  sabotaged 
by  the  oldtimers,  and  couldn't  agree 
among  themselves  what  kind  of  com- 
puter would  be  best  against  IBM. 

MacDonald  was  made  chief  execu- 
tive in  1966.  His  job  was  to  preserve 
all  of  Burroughs'  strengths— to  get  his 
employees  to  work  together  rather 
than  against  each  other.  He  shocked 
people  by  shifting  them  abruptly  from 
one  part  of  the  organization  to  an- 
other, but  in  so  doing  he  forced  them 
to  think  "Burroughs,"  not  adding  ma- 
chines or  computers.  If  a  man  flopped 
in  a  new  job  he  was  rarely  fired;  more 
often  he  was  dropped  down  to  a  job 
he  could  handle.  Very  few  top  people 
were  brought  in  from  the  outside; 
most  of  the  top  men  were  long-time 
Burroughs  men  given  a  new,  bigger 
role  to  play. 

Thus,  with  a  minimum  of  disruption, 
MacDonald  reinvigorated  Burroughs. 
So  thoroughly  did  he  do  it  that  today 
Burroughs'  five-year  return  on  equity 
is  17%,  nearly  up  to  IBM's  20.2%. 
Less  than  a  decade  ago,  outsiders 
were  predicting  that  Burroughs  was 
over  its  head  competing  with  IBM, 
and  saying  it  should  merge  or  .sell  out. 
Today  Bmroughs  is  recognized  as  one 
ol  the  more  likely  winners  of  the  long- 
mn  computer  race.   ■ 


Sperry  Rar)d: 
No  Discards 


The  business  school  textbooks  are  full 
of  rules  on  when  to  acquire  and  when 
to  divest;  when  to  centralize  and 
when  to  decentralize.  Each  year  thou- 
sands of  eager  MB  As  learn  these  rules. 

But  apply  them?  In  the  real  world, 
the  facts  are  hazy,  rules  frequently 
conflict.  Again,  the  analogy  to  poker 
isn't  a  bad  one:  You  can  read  all  the 
books  in  the  world;  it's  how  you  play 
the  cards  that  counts. 

When  J.  Frank  Forster  became 
president  of  Sperry  Rand  in  1965,  he 
had  a  jumbled  hand:  some  good 
cards,  but  some  very  weak  ones.  Sper- 
ry was  in  everything  from  electric 
shavers  to  loose-leaf  binders  to  in-' 
ertial  guidance  systems.  No  one  quite 
understood  Sperry.  It  was  a  sort  of 
conglomerate,  but  not  organized  as 
one.  Net  income  had  gone  virtually 
nowhere  from  1960  to  1965.  Debt 
was  high:  $288  million  vs.  $383  mil- 
lion of  equity.  In  the  Forbes  1966 
Annual  Report  on  American  Indus- 
try, Sperry  Rand's  five-year  average 
return  on  equity  was  a  piddling  6%. 

The  one  thing  Forster  had  when 
he  took  over  was  plenty  of  advice. 
Some  thought  he  should  sell  his  com- 
puter division  rather  than  compete 
with  IBM.  Others  thought  he  should 
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Westinghouse:  The  Slow,  Thorough  Way 
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sell  his  farm  equipment  division  so  he 
could  compete  with  IBM. 

Forster  threw  away  the  books  and 
addressed  himself  to  the  problems  he 
faced.  He  discarded  none  of  the  ma- 
jor businesses.  Instead,  he  t(X)k  a  se- 
ries of  smaller  steps,  harder  for  the 
outsider  to  notice.  To  reduce  the  "na- 
tionalism within  profit  centers,"  he 
started  shifting  top  executives  from 
one  division  to  another.  To  pour  his 
cash  flow  into  faster-growing  busi- 
nesses, he  openly  instituted  a  "poker 
game"  approach.  Every  division  head 
"turned  in  his  chips"  at  the  end  of 
each  year.  Then  he  was  given  money 
for  the  next  year  on  the  basis  of  his 
plans  and  projections,  rather  than  just 
his*  past  earnings.  From  1965  to  1968 
a  series  of  plants  and  businesses  were 
closed,  consolidated  or  sold  off.  While 
no  single  deal  probably  amounted  to 
more  than  $50  million,  the  entire  sav- 
ings amounted  to  some  $150  million. 
The  only  industry  group  that  was 
purposefully  cut  back— wisely,  as  it 
turned  out— was  the  military  group. 

The  results  speak  for  themselves. 
Since  Forster  took  over,  earnings  have 
grown  each  year.  Sperry  Rand's  five- 
year  return  on  equity  on  the  Forbes 
Yardsticks  is  now  12.6%,  twice  the  re- 
turn of  five  years  ago. 

Forster  modestly  refuses  credit  for 
being  a  great  management  thinker. 
Says  he:  "In  most  business,  there  is 
not  too  much  original  thinking.  It  is 
how  you  execute  it."  ■ 


The  price  of  success  is,  all  too  often, 
complacency.  By  the  time  success  has 
faded  into  complacency,  most  compa- 
nies have  already  gotten  big.  Turning 
them  around  isn't  something  you  can 
do  on  a  dime. 

When  Donald  C.  Burnham,  now 
55,  became  president  in  1963,  West- 
inghouse Electric  was  both  immense 
and  immensely  complacent.  Had  prof- 
its dropped  from  $79  million  to  $47 
million  in  only  three  years?  Yes  they 
had,  but  after  all  this  was  a  $2-billion 
company  and  a  famous  one. 

But  Burnham  knew  Westinghouse 
was  on  a  fast  slide  toward  disaster. 
He  also  knew  that  you  don't  remake 
companies  overnight.  He  acted  ac- 
cordingly. He  did  things  the  lasting 
way,  which  is  the  slow,  hard  way. 

Burnham  restructured  the  company 
so  that  the  heavy  utility  group  no 
longer  dominated  coiporate  thinking. 
He  avoided  the  attractive  trap  of 
pushing  Westinghouse's  unquestioned 
technological  expertise  into  the  com- 
puter business.  Not  by  acquisition, 
but  by  careful  building  from  within 
he  positioned  Westinghouse  into  some 
great  potential  growth  industries: 
transportation;  education;  urban  re- 
development; leisure-time  .services. 

Most  important  of  all,  he  rekindled 
the  company  spirit.  He  did  it,  not  by 
sloganeering,  but  by  personal  exam- 
ple—the old-fashioned  way  of  exert- 
ing leadership.  Burnham  practically 
bounces  out  of  his  chair  to  meet  visi- 
tors to  his  Pittsburgh  office.  He  is  nev- 


er without  his  famous  tie  clasp  with 
the  golden  five— the  five  standing  for 
the  $5-a-share  earnings  he  had  hoped 
to  make  by  1970.  He  didn't  make  it, 
but  he  did  something  more  impor- 
tant: He  cured  Westinghouse  of  a 
classic  case  of  tired  blood. 

Behind  Burnham's  zest  have  been 
two  calculations.  First,  he  resolved  to 
set  up  a  management  structure  where 
good  ideas  and  strong  managers  can 
move  up  quickly  and  not  be  crushed 
by  the  bottlenecks  that  plague  giant 
corporations.  Burnham  had  worked 
for  Westinghouse  nine  years  before  he 
became  president.  He  had  seen  good 
ideas  lost  and  spirited  men  being 
crushed.  Says  he:  "The  people  under 
a  man  can  detect  a  weak  leader  quick- 
er than  the  men  over  him.  There  is 
nothing  more  discouraging  than  feel- 
ing your  boss  is  incompetent." 

Second,  he  set  difficult  goals:  $5-a- 
share  earnings  and  a  15%  return  in  in- 
vestment. So  far  he  has  not  met  those 
goals.  But  by  setting  them,  and  prod- 
ding his  executives  to  try  to  achieve 
them,  he  has  refocused  their  atten- 
tion from  selling  electrical  equipment 
—Westinghouse's  historic  business— to 
making  money. 

In  1966  Westinghouse's  five-year 
average  return  on  equity  was  a  mere 
6.5%,  about  half  the  average  for  all 
industry  and  far  less  than  GE's 
14.9%.  Today  Westinghouse's  return 
is  11.4%,  still  below  GE's  13.1%,  but 
the  gap  is  no  longer  such  an  embar- 
rassing one.   ■ 
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Melville  Shoe:  Selling  Excitement,  Not  Shoe  Leather 


A  SHOE  COMPANY  amon^  the  most 
profitable  major  corporations  in  the 
U.S.?  That's  correct.  In  spite  of  slug- 
gish growth,  surging  imports  and 
soaring  costs,  Melville  Shoe  Corp. 
shows  in  the  Forbes  Yardsticks 
a  31.8%  five-year  average  return  on 
equity.  This  ranks  it  not  only  miles 
ahead  of  other  shoe  companies,  but 
even  ahead  of  such  growing  giants  as 
Coca-Cola,  Eastman  Kodak  and  IBM. 

By  what  miracle?  By  no  miracle. 
Just  by  hard  work  and  common  sense. 
As  early  as  1955,  some  younger  Mel- 
ville executives  accurately  forecast  the 
changes  that  were  to  come  in  retail- 
ing: Price  would  become  subordinate 
to  fashion;  middle-aged  fashions 
would  be  replaced  by  youth  fashions; 
television  and  local  radio  were  the 
right  media  to  reach  the  youth  mar- 
ket; most  Americans  who  could  af- 
ford it  would  move  to  the  suburbs. 

Brilliant  foresight?  Yes,  but  that 
isn't  what  most  shoe  executives 
thought  15  years  ago— including  many 
at  Melville.  After  all,  Melville  was 
built  on  selling  Thom  McAn  shoes  for 
$3.99.  Give  up  that  tradition  of  low 
price  and  high  volume  for  some  far- 
out  ideas?  It  was  not  an  easy  break 
to  make,  but  Melville  had  to  face 
facts:  Its  profits  were  deteriorating. 

Pained,  Ward  Melville,  now  83, 
who  still  owns  8.5%  of  Melville  stock, 
started  searching  for  a  new  president. 
In  a  single  year,  seven  outsiders  were 
interviewed  for  the  top  spot.  In  the 
end  Melville  selected  Francis  C.  Roo- 
ney  Jr.,  then  43,  and  head  of  the 
Thom  McAn  division.  Why  was  Mel- 
ville reluctant  to  pick  Rooney?  He 
says  honestly:  "Old  men  are  afraid  of 
young  men  and  we  didn't  give  him 
the  job  [at  first]." 

Once  he  picked  Rooney,  Melville 
gave  him  his  head.  Thom  McAn 
stores,  once  known  for  low  prices,  be- 
came known  for  fashions.  "Monkee 
Boots"  were  promoted  by  the  Mon- 
kees.  "Bombay  Buckles"  were  pushed 
by  sitar  player  Ravi  Shankar.  Look- 
alike  .shoes  were  introduced  to  catch 
the  unisex  fashion  trend. 

Gimmicks?  Yes.  But  not  without  a 
philosophy.  "We  don't  sell  shoes," 
Rooney  once  said.  "We  sell  excite- 
ment. You  might  say  we  compete  with 
General  Motors,  because  they  get  peo- 
ple to  spend  money  on  exciting  cars 
instead  of  exciting  shoes." 

Simple?  Obvious?  Perli.ips,  but  then 
why  didn't  the  rest  of  the  shoe  indus- 
try get  the  message  as  easily  as  Mel- 
ville did?  Why  did  it  alone  have  the 
sense  to  listen  to  its  smart  young  men? 
Answer  that  (juestion,  and  \'ou  define 
what  is  meant  by  good  man     inent.  ■ 
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&S.  Kresge:  Unlikely  Material 


What  is  genius?  Sometimes  nothing 
more  than  the  abiHty  to  look  at  a  sit- 
uation everybody  is  looking  at  but 
to  see  in  it  a  different  pattern  than 
the  others  see. 

For  doing  just  that.  President  Harry 
B.  Cunningham  and  his  fellow  execu- 
tives at  S.S.  Kresge  deserve  great 
credit.  In  1959  they  saw  what  every 
dime  store  executive  saw:  that  the 
American  market  was  changing;  that 
the  downtown  stores  were  decaying; 
that  millions  of  Americans  were  up- 
grading their  spending;  that  the  dis- 
tx)unters  had  carved  out  a  whole  new 
area  for  themselves,  which  lay  be- 
t\veen  the  traditional  dime  store  and 
the  traditional  department  store. 

Most  dime  store  operators  took  the 
narrow  view:   It's  too  late  to  get  into 


discounting;  we'll  just  move  to  the 
suburbs  and  stay  with  our  old  image. 
They  became  variety  chains  with  dis- 
counting divisions. 

Kresge  took  a  different  course:  Al- 
most from  the  start,  it  became  a  dis- 
counter with  a  variety  division.  Cun- 
ningham and  his  people  grasped  that 
disc-ounfing  was  simply  a  modernized 
version  of  the  kind  of  retailing  that 
Sebastian  Kresge,  Frank  Woolworth 
and  others  had  pioneered  decades 
earlier.  Like  the  dime  stores,  discount- 
ers also  emphasized  stripped-down 
stores  and  stripped-down  services, 
close  pricing— in  short,  blue-collar  re- 
tailing, except  that  the  blue-collars 
iiow  had  a  lot  more  money  to  spend 
and  no  longer  lived  in  the  core  cit- 
ies. The  Kresge  people  realized  that 


Philip  Morris:  Unconventional  Wisdom 


A  GOOD  M.\NY  people  resent  Joseph  F. 
Cullman  III  for  his  aggressive  defense 
of  cigarette  smoking.  Instead  of  apolo- 
gizing for  cigarettes,  the  Philip  Morris 
chairman  points  to  the  "beneficial  ef- 
fects of  smoking"  in  the  area  of  men- 
tal health.  And  while  the  rest  of  the 
industry  has  been  busily  diversifying 
against  the  day  when  cigarette  smok- 
ing becomes  less  popular,  Philip  Mor- 


ris still  gets  85%  of  .some  $1.1   billion 
in  revenues  from  cigarettes. 

You  can  quarrel  with  Cullman's  de- 
fense of  smoking,  but  you  can't  quar- 
rel with  his  near-term  business  judg- 
ment. Five  years  ago,  Philip  Morris 
was  one  of  the  least  profitable  ciga- 
rette companies  covered  in  Fokbes 
Annual  Report;  its  return  on  stock- 
holders' ecjuity  was   just   11.5%.   This 


to  stay  with  their  older  form  of  "dis- 
counting" would  be  suicidal. 

In  1962,  although  many  people 
thought  it  was  already  late  in  the  dis- 
count game,  Kresge  opened  its  first  K 
mart.  Today  it  has  338  of  them. 
Fueled  largely  by  these  K  marts,  Kres- 
ge's  sales  have  soared  from  $450  mil- 
lion in  1962  to  $2.1  billion  in  1969. 
Profits  during  the  same  period  rose 
from  $9  million  to  $54  million,  a 
growth  of  some  500%  compared  with 
48%  for  rival  F.W.  Woolworth. 

The  dime  store  business  might 
seem  an  unlikely  place  to  look  for  su- 
perb management.  Yet  it  isn't  the 
product  that  counts,  but  the  quality 
of  the  decision-making.  That's  what 
made  a  growth  company  out  of  such 
imlikely  material  as  S.S.  Kresge.   ■ 

year  Philip  Morris  ranks  among  the 
Yardstick  leaders  with  a  return  on 
stockholders'  equity  of  19.3%. 

How  has  Cullman  achieved  this 
in  what  is  supposed  to  be  a  declining 
industry  (per  capita  cigarette  con- 
sumption has  been  declining  since 
1967)?  Simply  by  an  aggressive  pro- 
motion of  new  brands  to  replace  the 
older,  declining  ones. 

In  the  late  Fifties  Philip  Morris  in- 
troduced its  now  famous  Marlboro 
Man  commercials  that  boosted  Marl- 
boro sales  from  nowhere  to  third  in 
the  industry  last  year.  Later  came  the 
Parliament  campaign  (recessed  filter), 
Ben.son  &  Hedges  (100  mm  length) 
and  Virginia  Slims  (women's  libera- 
tion). Result:  In  1959  Philip  Morris 
had  9.2%  of  U.S.  cigarette  sales.  To- 
day it  has  nearly  16%  of  sales  of 
520  billion  cigarettes.  Earnings  have 
roughly  doubled  in  the  last  five  years. 

Will  Philip  Morri.s— in  the  very  long 
run— pay  dearly  for  staying  with  a 
supposedly  sick  industry?  Perhaps. 
But  for  now,  everything  is  coming  up 
roses  for  a  company  that  dared  to  go 
against  the  conventional  wi.sdom.   ■ 
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Southern  Railway:  Clear  the  Tracks! 


Who  have  had  weaker  hands  recent- 
ly than  railroad  presidents?  There's  no 
doubt  that  many  of  the  problems  of 
the  railroad  industry  are  beyond  its 
control.  But  it  is  also  true  that  some 
railroad  men  made  things  worse  by 
throwing  up  their  hands  on  railroad- 
ing and  seeking  escape  through  di- 
versification or  some  other  panacea. 

Not  the  top  men  at  Southern  Rail- 
way: first  D.  VViliuim  Brosnan  and 
more  recently  W.  Graham  Claytor  Jr. 
While  most  of  the  industry  was  moan- 
ing and  groi.i.iim  Southern  was  pour- 
ing millions  in;  oving  its  service. 
Since  1965  Son-i  r^.  spent  $353  mil- 
lion on  new  equipment— 6*  of  the  in- 
dustry spending— njt''  'h  i'  o;amers 
only  4.6%  of  the  i  .  ■avenues. 
The  results  p-',  ,^  right. 
In  the  last  ft  .^ni  has 
had  one  of  thv'  oest  prunt  growths  of 
any  road  in  the  f  )un!.y.  In  the  first 
six  months  of  197>  ■,  lf>aped  19* 
over  the  same  pr;                '  'gg  while 
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the  industry's  earnings  plunged  71%. 

Claytor,  like  many  modern  railroad 
presidents,  is  a  lawyer.  But  it  was  un- 
der Brosnan,  who  used  to  enjoy  tour- 
ing his  10,000  miles  of  track  in  his 
own  private  car,  that  the  foundation 
was  laid.  It  was  Brosnan  who  intro- 
duced the  "Big  John"  100-ton  hopper 
cars  to  win  back  the  grain  business 
from  the  barge  companies;  all-door 
box  cars,  the  entire  side  of  which 
would  open  for  loading  lumber;  and 
special  cars  for  carrying  wood  chips 
(for  pulp),  furniture  and  tobacco. 
Each  was  designed  for  a  single  market. 
Only  by  technological  innovation,  rea- 
soned Brosnan,  could  Southern  win 
back  the  traffic  that  was  being  lost  to 
the  barge  and  trucking  lines.  "A  rail- 
road is  nothing  more  than  an  assembly 
line,"  he  once  said.  "We're  manufac- 
turing transportation  just  as  GM  man- 
ufactures cars." 

A  lot  of  Brosnan's  competitors  never 
agreed  with  his  way  of  doing  busi- 


ness. They  felt  it  was  old-fashioned. 
Brosnan  argued  that  the  way  to  in- 
crease profits  was  to  improve  service, 
slash  rates  and  then  count  on  the  in- 
creased volume  to  lift  profits.  The 
barge  lines  and  truckers  felt  he  was 
trying  to  run  them  out  of  business. 
Railroad  men  felt  that  the  only  sure 
way  to  increase  profits  was  to  lift 
rates.  When  the  Interstate  Commerce 
Commission  didn't  allow  him  to  cut 
his  rates  as  sharply  as  he  wanted, 
Bill  Brosnan  argued  that  it  made 
"about  as  much  sense  as  having  a  law 
passed  telling  a  farmer  he  can't  drive 
his  tractor  faster  than  a  mule  can 
walk,  just  because  some  people  still 
use  mules." 

Southern's  results— a  6.1%  return 
on  stockholders'  equity  and  a  9% 
earnings  growth— aren't  glamorous 
compared  with  growth  industries.  But 
they  look  good  compared  with  many 
rails.  For  playing  a  weak  hand  su- 
perbly. Southern  gets  top  grades.   ■ 
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odds  up.  Electronics.  Electrochemistry  Electromechanics.  Metallurgy 
Four  technologies  converging  to  build  leadership  positions 
in  products  and  markets.Thats  what  Gould  is  a  I  about 


I) 


— 1 

lother  case  in  point  Goulds  Micro-Topographer    / 
The  surface  of  an  integrated  circuit  chip  can  be    — 
smaller  than  this  letter  "o".  Yet  its  nninuscul': 
surface  can  be  precisely  measured  and 


ecorded  as  a  topographical  map  by  this  new     ' 
nstrument  Never  before  could  such  a  small     ' 
surface  be  measured  and  simultaneously    / 
translated  into  a  permanent,  dimensional     / 
graphic  image  And  at  magnifications  of 
up  to  100.000  times  This  is  but  one  of  a 
range  of  scientific  surface  analyzers 
designed  by  Gould  to  meet  precision 
Tieasurmg  needs  in  the  electronics  and 
metalworkmg  industries.  Gould  Inc 
8550  West  Bryn  Mawr,  Chicago, 
Illinois  60631 

GOULD    ■% 
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When  the 
investment 
climate 
is  stormy... 


. . .  how  goes  your  pension  plan? 

When  the  investrr.ent  sun  is  shining  and  the  DJ  is  high  in  the  sky,  i; 

fair-weather  management  is  easy.  But  when  the  winds  howl 

and  the  seas  boil,  it's  good  to  have  a  professional  skipper  at  the  helm 

At  Manufacturer;-;  Ti.over  we  have  an  investment  organization  which 

concentrates  on  keeping  retirement  dollars  working  productively,  in  squalls 

or  calm.  Our  investment  record  has  been  very  good,  as  we 

shall  be  happy  '       ibstantrate. 


Underlying  ou  ---  ■-■• 

investment  mar 
backed  by  comp; 

We'd  welcome  tht 
gets  the  job  done-  .. 

It's  good  to  have  a  great  bant' 

MANUFACTURE^ 

Employee  Benefit  Plans  Departm 
350  Park  Avenue,  New  York  1002, 


tinent  research  in  depth . . .  professional 
d  investment  experience.  These  are 
d  effective  administration. 

ovv  how  Manufacturers  Hanover 
•  '"  gets  rough. 
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Forbes  zsm  annual  report  on  American  industry 


Who's 

Where 

in 

American 

Industry 


How  the  country's 

top  corporations  rank 

in  profitability, 

earnings  growtii  and 

stock  market  gain. 


The  most  fundamental  question  you  can  ask  about  any 
company— the  (juestion  that  must  always  be  raised  in  as- 
sessing the  quality  of  its  management  or  its  future  pros- 
pects—is simply  this:  How  effectively  is  it  using  its 
capital?  And  that's  the  question  to  which  Forbes  has  ad- 
dressed itself  for  the  past  23  years  in  its  Annual  Report 
on«American  Industry. 

On  the  following  pages  Forbes  rates  659  major  U.S 
companies  (listed  alphabetically)  on  three  basic  scales: 
Profitability,  Growth  and  Stock  Market  performance.  Each 
of  the  ratings  reflects  a  five-year  perspective.  Thus,  a  com- 
pany's five-year  average  return  on  equity  is  used  to  arrive 
at  a  profitabilit>'  rating.  Its  growth  rating  is  based  on  its 
five-year  compounded  growth  rate  in  earnings  per  share, 
and  its  stock  market  performance  on  a  comparison  of  its 
recent  1970  price  to  its  price  five  years  ago,  the  last  trad- 
ing day  of  1965. 

Taken  by  itself,  no  single  statistic  can  adequately  mea- 
sure management  effectiveness.  That  is  why  Forbes  rates 
managements  on  all  three  measures  as  well  as  on  three 
more  in  the  Industry  Group  Reports:  return  on  equity  for 
the  latest  12  months;  five-year  return  on  total  capital; 
and  five-year  annual  sales  growth. 

Taken  together,  these  totally  objective  statistics  are  the 
best  way  we  know  of  ranking  the  managements  that  run 
American  industry.  ■ 


COMPANY 


Allegheny  Ludlum 
Allegheny  Power 
Allied  Chemical 


Industry 
Survey 
Profitability     Growth     Stock  Market  Page 


Rank 


Abbott  Laboratories 

144 

165 

110 

158 

ACF  Industries 

262 

468 

331 

120 

Acme  Markets 

585 

337 

315 

124 

Addressograph-Muiti 

248 

558 

608 

81 

Admiral 

631 

614 

638 

148 

Aetna  Life  &  Caslty 

613 

568 

506 

174 

Air  Products  &  Chem 

384 

127 

157 

120 

Air  Reduction 

446 

518 

576 

88 

Aiaona 

222 

284 

154 

88 

'^W 

Albertson's 

120 

340 

525 

124 

Alcan  Aluminium 

399 

291 

476 

85 

AIco  Standard 

31 

9 

13 

106 

Alexander  &  Baldwin 

488 

559 

349 

134 

Alexander's 

»« 

13 

** 

129 

362 
291 
490 


564 
247 
577 


558 
405 
618 


86 
99 
88 


Allied  Mills 

443 

54 

100 

134 

Allied  Products 

311 

495 

604 

106 

Allied  Stores 

528 

537 

454 

129 

Allied  Supermarkets 

584 

614 

596 

124 

Allis-Chalmers 

625 

538 

598 

105, 160 

Aluminum  Co  America 

390 

198 

455 

85 

Amerada  Hess 

*« 

143 

22 

144 

American  Airlines 

305 

601 

473 

168 

American  Bakeries 

620 

614 

377 

153 

Amer  Beef  Packers 

27 

** 

** 

134 

American  Brands 

217 

223 

218 

158 

Am  Broadcasting  Cos 

413 

333 

577 

176 

American  Can 

395 

389 

440 

164 

American  Cyanamid 

263 

433 

450 

88, 158 

Amer  Electric  Power 

270 

254 

484 

99 

American  Express 

349 

36 

18 

174 

PROFITABILITY:  5Year  Return  on  Equity.        GROWTH:  5-Year  Annual  Earnings  Per 
Share  Growth.        STOCK  MARKET:  5-Year  Price  Gain.        "Not  ranked. 


FORBES,   JANUARY    1,    1971 


31 


Where  to  Find  a  Company 


COMPANY 


American  General  Ins 
Amer  Home  Products 
Amer  Hospital  Supply 
American  Investment 
AMF 


Amer  Metal  Climax 
American  Motors 
American  Natl  Ins 
American  Natural  Gas 
American  Petrofina 


Ampex 

Amstar 

Amsted  Industries 

Anaconda 

Anchor  Hocking 


Anderson,  Clayton 
Anheuser-Busch 
ARA  Services 
Archer-Oaniels-Mid 
Arden-Mayfair 


Rank 

Profitability     Growth   Stoch  Marliet 


523 
7 
184 
328 
138 


219 
147 
46 
552 
107 


445 
104 
35 
537 
164 


142 
637 
579 
410 
102 


212 
614 
536 
320 
7 


328 
458 
615 
374 
16 


336 
446 
473 
489 
150 


452 
306 
534 
405 
88 


464 
184 
508 
573 
113 


604 
121 
136 
616 
596 


105 
33 

120 
81 

609 


215 
17 
47 
89 

630 


Industry 
Survey 
Pag« 


174 

158 
129, 158 

174 
106, 176 


85 
160 
174 

98 
144 


American  Smelt  &  Ref  105  148  280               85 

American  Standard  572  460  138                73 

American  Tel  &  Tel  470  338  413  99,136 

Amfac  538  60  96              106 

AMP  25  57  34               136 


136 
153 
120 
85 
164 


134 
153 
134 
134 
124 


Arian's  Dept  Stores 

253 

614 

634 

129 

Armco  Steel 

501 

490 

538 

86 

Armour 

550 

377 

251 

134 

Armstrong  Cork          -^ 

\i      438 

•  571 

267 

73 

Ashland  Oil                W 

H       143 

371 

354 

144 

Associated  Dry  Goods 

298 

383 

276 

129 

Atlantic  Richfield 

:S!j 

224 

84 

144 

A-T-0 

20 

465 

480 

106 

Avco 

200 

554 

597 

106,174 

Avnet 

10 

317 

369 

136 

Avon  Products 

1 

64 

48 

129, 158 

Babcock  &  Wilcox 

547 

603 

551 

120 

Baltimore  Gas  &  Elec 

291 

220 

433 

99 

Bangor  f .  .'. 

--■ 

614 

642 

106 

BankAmerica  Ccrp 

266 

140 

194 

173 

Bankers  Trust  NY 

451 

179 

301 

173 

Beatrice  Foods 

176 

194 

160 

153 

Beech  Aircraft 

337 

614 

556 

117 

Bel!  &  HoAv:!! 

372 

303 

402 

136, 158 

Bemis 

460 

336 

312 

164 

Bendix 

424 

540 

389 

105, 117 

Beneficial  Corp 

128 

295 

323 

129, 174 

Bethlehem  Steel 

543 

504 

570 

86 

Black  &  Decker 

72 

114 

52 

73,  148 

Boeing 

508 

611 

641 

117 

Bohack 

627 

*» 

483 

124 

Comsat 

626 

3 

201 

99 

Boise  Cascade 

»  A 

484 

99 

73,164 

Cone  Mills 

618 

588 

519 

156 

Borden 

5H 

480 

496 

153 

Conill 

441 

328 

310 

173 

Borg-Warner 

462 

428 

269 

105, 160 

Connecticut  General 

448 

66 

336 

174 

Borman's 

147 

455 

500 

124 

Consolidated  Edison 

542 

478 

545 

99 

Braniff  Airways 

313 

614 

533 

168 

Consolidated  Foods 

186 

110 

115 

153 

Bristol-Myers 

30 

108 

182 

158 

Consolidated  Freight 

45 

471 

172 

169  J 

Broadway-Hale 

339 

204 

196 

129 

Con  Natural  Gas 

515 

362 

393 

98 

Brown  Shoe 

195 

422 

287 

156 

Consumers  Power 

432 

296 

485 

99 

Brunswick 

577 

•• 

85 

106, 176 

Continental  Airlines 

188 

595 

467 

168 

Budd 

629 

614 

590 

160 

Continental  Can 

244 

166 

166 

164 

Bunker-Ramo 

»• 

»» 

540 

136 

Continental  Corp 

608 

85 

■a  « 

174 

Burlington  Industs 

30it 

400 

299 

156 

Continental  Oil 

387 

332 

359 

144 

PROFITABILITY:  b  Year  Return  o 

n  Equity. 

GROVfiH: 

5  Year  Annua 

1  Earnings  Per  Shar 

!  Growth.         STOCK  MARKET:  5  Year 

Pr;ce  Gain 

"•Not 

ranked. 

COMPANY 


Burlington  Northern 
Burroughs 
C&O/B&O  Railroads 
Campbell  Soup 
Campbell  Taggart 


Cannon  Mills 

Carborundum 

Carnation 

Carrier 

Carson  Pirie  Scott 


Castle  &  Cooke 

Caterpillar 

Celanese 

Central  &  Southwest 

Central  Soya 


Chemetron 
Chemical  New  York 
Chesebrough-Pond's 
Chi  Bridge  &  Iron 
Chi  Milw  St  P  &  Pac 


Rank 

Profitability    Growth   Stock  Market 


123 
603 
297 
216 


594 
16 
475 
269 
253 


538 
417 
162 
363 
497 


526 
368 
73 
258 
557 


516 
119 
333 
322 
321 


181 

450 
448 
228 
144 


433 
482 
41 
396 
636 


542 
213 
125 
418 
614 


9 

494 

378 

61 


550 

231 

57 

79 

521 


121 
388 
475 
314 
346 


610 
228 
97 
187 
640 


Industry 
Survey 
Page    - 


169 
81 
169 
153 
153 


156 
120 
153 
120 
129 


153 

160 

88 

99 

134 


Cerro  287  416  542  85 

Cessna  Aircraft  108  494  503  117 

Champion  Spark  Plug  42  162  176  160 

Charter  N  Y  Corp  459  211  296  173 

Chase  Manhattan  436  244  227  173 


88 
173 
158 
120 
169 


Chicago  Rock  Island 

640 

614 

595 

169 

Chromalloy  American 

60 

30 

249 

106 

Chrysler 

511 

614 

546 

160 

Chubb 

582 

131 

271 

174 

Cincinnati  Gas  &  El 

193 

257 

334 

99 

Cincinnati  Milacron 

234 

446 

373 

120 

CIT  Financial 

257 

300 

145 

174 

Cities  Service 

380 

330 

274 

144 

City  Investing 

242 

2 

56 

106 

City  Stores 

610 

612 

583 

129 

Clark  Equipment 

118 

240 

273 

160 

Clark  Oil  &  Refining 

28 

155 

51 

144 

Cluett,  Peabody 

289 

414 

407 

156 

CNA  Financial 

552 

21 

195 

174 

Coastal  States  Gas 

39 

99 

23 

98 

Coca-Cola 

15 

101 

65 

153 

Colgate-Palmolive 

296 

177 

117 

158 

Collins  Radio 

437 

614 

632 

117,136 

Colonial  Stores 

279 

261 

286 

124 

Colt  Industries 

''" 

614 

492 

86, 120 

CBS 

85 

394 

464 

176 

Columbia  Gas  System 

377 

222 

207 

98 

Columbia  Pictures 

455 

124 

357 

176 

Combustion  Engine 

111 

141 

98 

120 

Commonwealth  Edison 

322 

375 

478 

99 

32 


FORBES,    JANUARY    1,    19 


Where  to  Find  a  Company 


:OMPANY 

Profitability 

Rank 

Growth 

stock  Market 

(ndusfay 
Survey 
Page 

COMPANY 

Profitability 

Rank 

Growth 

stock  Market 

Indu^ 
Survey 
Piga 

Continental  Tel 

133 

121 

303 

99 

Firestone  Tire  &  Rub 

338 

341 

291 

160 

Control  Data 

587 

582 

142 

81, 174 

First  Bank  System 

318 

64 

92 

173 

Cook  Untted 

46 

100 

68 

124 

First  Chicago  Corp 

521 

255 

232 

173 

Coming  Glass 

111 

435 

425 

136 

First  Natl  Bk  Boston 

407 

162 

304 

173 

CPC  International 

180 

401 

515 

153 

First  Natl  City  Corp 

453 

68 

178 

173 

Crane 

567 

290 

292 

120 

First  Natl  Stores 

634 

170 

257 

124 

Crocker  National 

367 

174 

320 

173 

Fischbach  &  Moore 

55 

83 

33 

136 

Crowell-Coll  &  Macm 

428 

474 

489 

176 

Fisher  Foods 

29 

«« 

6 

124 

Crown  Cork  &  Seal 

127 

78 

116 

164 

Fleming 

164 

323 

441 

134 

Crown  Zellertiach 

421 

463 

350 

164 

Flickinger 

281 

29 

36 

134 

Crum  &  Forster 

607 

12 

95 

174 

Flintkote 

596 

516 

192 

73 

Cudahy 

404 

«e 

40 

134 

Florida  Power  &  It 

365 

269 

344 

99 

Ciimmins  Engine 

326 

413 

431 

160 

Fluor 

36 

75 

124 

120 

Curtiss-Wnght 

598 

576 

572 

117 

FMC 

212 

398 

571 

106 

Cutler-Hammer 

483 

548 

599 

136 

Food  Fair  Stores 

452 

344 

416 

124         J 

byclops 

546 

585 

582 

86 

Ford 

423 

492 

302 

160 

Cyprus  Mines 

185 

39 

233 

85 

Foremost-McKesson 

156 

341 

427 

134 

}an  River 

617 

614 

643 

156 

Foster  Wheeler 

518 

138 

128 

120 

}ana 

169 

292 

265 

160 

Franklin  Life 

245 

352 

622 

174 

3aniel  Construction 

•  « 

tt  « 

«• 

120 

Fruehauf 

403 

499 

385 

160 

)art  Industries 

240 

319 

395 

106 

Fuqua  Industries 

207 

188 

71 

106, 176 

)ayco 

154 

182 

191 

120 

GAC  Corp 

140 

185 

288 

174 

)ayton  Hudson 

434 

520 

174 

129 

GAF  Corp 

578 

599 

614 

106 

)eere  &  Co 

484 

523 

429 

160 

Gamble-Skogmo 

491 

431 

327 

129 

)el  Monte 

375 

481 

380 

153 

GenI  American  Trans 

341 

368 

355 

120 

Jelta  Air  Lines 

22 

80 

159 

168 

General  Cable 

79 

532 

530 

85        i 

)etroit  Edison 

449 

443 

554 

99 

General  Cigar 

491 

68 

316 

158         ' 

)iamond  InternatI 

179 

355 

345 

164 

General  Dynamics 

347 

543 

631 

117 

)iamond  Shamrock 

467 

500 

541 

88 

General  Electric 

270 

573 

424 

105, 136, 148 

)iGiorgio 

511 

288 

412 

134, 153 

General  Foods 

:        132 

278 

290 

153 

)illingham  Corp 

568 

598 

78 

120 

General  Instrument 

526 

589 

560 

136 

)istillers  Corp-Seag 

522 

225 

140 

153 

General  Mills 

139 

186 

259 

153         1 

)iversified  Inds 

3 

419 

628 

85 

General  Motors 

92 

541 

429 

160 

i  R  Donnelley  &  Sons 

386 

513 

539 

176 

General  Public  Util 

416 

447 

552 

99 

)ow  Chemical 

199 

262 

372 

88 

General  Tel  &  Elec 

245 

374 

517 

99,136 

)ravo 

485 

390 

141 

120 

General  Tire  &  Rub 

343 

448 

442 

105, 160 

)resser  Industries 

174 

175 

321 

120 

Genesco 

264 

522 

501 

129, 156 

hjke  Power 

356 

404 

536 

99 

Genuine  Parts 

159 

112 

44 

160 

)un  &  Bradstreet 

44 

201 

119 

176 

Georgia-Pacific 

230 

248 

28 

73,164 

.  1  du  Pont 

157   . 

483 

564 

88 

Getty  Oil 

445 

204 

60 

144 

agle-Picher 

192 

101 

156 

120 

Giant  Food 

196 

87 

53 

124 

lastem  At  Lines 

592 

561 

629 

168 

Gillette 

6 

161 

223 

158 

eastern  Gas  &  Fuel 

215 

156 

46 

144 

Gimbel  Brothers 

325 

453 

148     1 

129 

:astman  Kodak 

21 

150 

198 

158, 176 

Glen  Alden 

258 

525 

542 

106 

.aton  Yale  &  Towne 

186 

439 

217 

160 

B  F  Goodrich 

549 

562 

471 

160 

:dison  Bros  Stores 

115 

238 

103 

129 

Goodyear  Tire  &  Rub 

282 

307 

168 

160 

:i  Paso  Natural  Gas 

501 

451 

361 

98 

Gould 

487 

237 

268 

136 

ITRA 

298 

199 

260 

105, 120 

Govt  Employees  Ins 

86 

238 

251 

174 

.merson  Electric 

58 

82 

43 

136 

W  R  Grace 

532 

568 

568 

88,106 

mhart                               i 

287 

358 

255 

120 

Grand  Union 

357 

192 

241 

124 

Jigelhard  Min  &  Chem 

69 

97 

15 

85 

W  T  Grant 

149 

322 

112 

129         ! 

SB 

516 

479 

447 

160 

Great  Atl  &  Pac  Tea 

530 

410 

422 

124 

ssex  International 

53 

265 

91 

85 

Great  North  Nekoosa 

«« 

274 

«* 

164 

tiiyl 

64 

329 

548 

88 

Great  Western  United 

»» 

167 

151 

134 

vans  Products 

421 

425 

248 

73, 164 

Greyhound 

96 

437 

474 

169 

x-Cell-0 

236 

434 

524 

120 

Grolter 

255 

311 

352 

176 

airchild  Camera 

610 

614 

639 

136 

Grumman 

100 

417 

522 

117 

airchiM  Hiller 

209 

228 

574 

117 

Gulf  &  Western 

24 

49 

528 

106 

airmont  Foods 

474 

409 

381 

153 

Gulf  Oil 

272 

279 

277 

144 

edders 

97 

6 

1  " 

148 

Halliburton 

104 

189 

72 

120 

ederal-Mogul 

345 

526 

512 

160 

Hammermill  Paper             ] 

429 

467 

459 

164 

ederal  Natl  Mortge 

612 

591 

24 

174 

Harris- Intertype 

219 

146 

146 

120 

ederated  Dpt  Stores 

206 

384 

214 

129 

Harsco 

152 

371 

469 

120        j 

OFITABILITY:  SYcar  Return  on  Equity.         GROWTH:  5-year  Annual  Earnings  Per  Share  Growth  STOCK  MARKET:  5Year  Price  Gain. 
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Where  to  Find  a  Company 


COMPANY 

Profitability 

Rank 

Growth 

Stock  Market 

Industry 
Survey 
Page 

COMPANY 

Profitability 

Rank 

Growth  Stock  Market 

Induitiy 
Survey 
Page 

Hart  Schaff  ner  Mare 

203 

294 

328 

156 

Kinney  Natl  Service 

»* 

37 

66 

106,  171 

Havatampa  Cigar 

544 

242 

135 

158 

Koehring                  wmmM 

347 

579 

587 

120 

H  J  Heinz 

390 

130 

94 

153 

Koppers                  ;^^H| 

545 

393 

250 

105 

Hercules 

201 

373 

306 

88 

Kraftco 

294 

302 

319 

153 

Hershey  Foods 

239 

543 

414 

153 

SSKresge 
Kroger 

169 
289 

26 
234 

11 
322 

129 

Heublein 

8 

70 

31 

153 

124 

Hewlett-Packard 

87 

131 

144 

136 

Lear  Siegler 

141 

62 

190 

136 

Hilton  Hotels              gMj 
Hiram  Walker             'iW 

462 

22 

7 

176 

Leasco  Data  Process 

•  » 

75 

20 

174 

232 

213 

202 

153 

Leasewaj^Iransport 

51 

169 

298 

169 

Hoerner-Waldorf 

269 

240 

.391 

164 

Libbey-Owens-Ford 

282 

553 

468 

160 

Holiday  Inns 

173 

89 

8 

176 

Libby,  McNeill  &  Lib 

632 

614 

626 

153 

Honeywell 

226 

196 

272 

81,136 

Liggett  &  Myers 

541 

331 

149 

158  ] 

Hoover                       ^^ 
Geo  A  Hormel             Si 
Household  Finance 

274 

283 

62 

148 

Eli  Lilly 

35 

42 

37 

158 

313 

41 

38 

134 

Lincoln  National 

478 

381 

428 

174 

122 

227 

179 

129. 174 

Ling-Temco-Vought 

161 

614 

623 

106 

Houston  Lt  &  Power 

219 

268 

375 

99 

Litton  Industries 

78 

386 

627 

106 

Howard  Johnson 

255 

317 

311 

176 

Lockheed  Aircraft 

435 

614 

645 

117 

Howmet 

97 

44 

64 

85 

Loew's 

113 

1 

3 

158 

Hygrade  Food  Prods 

614 

*  J 

244 

134 

Lone  Star  Cement 

495 

399 

130 

73 

Hyster 

144 

348 

488 

160 

Lone  Star  Gas 

360 

202 

289 

98 

Illinois  Central  Ind 

602 

116 

247 

106, 169 

Long  Island  Lighting 

307 

314 

443 

99 

INA 

624 

350 

408 

174 

Louis  &  Nashville  RR 

615 

477 

420 

169 

Indian  Head 

52 

151 

235 

106, 156 

M  Lowenstein  &  Sons 

585 

245 

212 

156 

Ingersoll-Rand 

80 

289 

426 

120 

Lucky  Stores 

5 

14 

12 

124 

Inland  Steel 

524 

498 

531 

86 

Lykes-Youngstown 

«« 

613 

553 

86 

Inmont 

334 

607 

621 

88 

EFMacDonald 

11 

539 

566 

124 

Insiico 

193 

343 

398 

148 

R  H  Macy 

312 

299 

204 

129 

Interco 

222 

48 

73 

156 

Magnavox 

13 

403 

351 

148 

Interlake 

555 

440 

532 

86 

Malone  &  Hyde 

81 

50 

50 

134 

Internatl  Basic  Econ 

476 

34 

239 

124 

Mfrs  Hanover  Trust 

392 

139 

113 

173 

IBM 

65 

59 

67 

81 

Marathon  Oil 

265 

251 

170 

144 

Internatl  Harvester 

566 

551 

526 

160 

Marcor 

582 

28 

82 

129, 164 

IntI  Minerals  &  Chem 

581 

605 

636 

88 

Maremont 

576 

590 

620 

160 

Internatl  Muititoods 

551 

272 

341 

134 

Marine  Midland 

305 

56 

253 

173 

International  Nickel 

157 

236 

171 

85 

Marriott 

117 

32 

58 

176 

Inieinoliunal  Paper 

460 

384 

243 

164 

Marshall  Field 

371 

412 

326 

129 

IniPMiatl  Tel  &  Te! 

317 

116 

147 

106 

Martin  Marietta 

329 

298 

423 

106,117 

In*"'--           'ties 

426 

183 

193 

106 

Massey-Ferguson 

575 

610 

633 

160       ^ 

In.                   ds 

340 

370 

342 

134 

Mattel 

88 

19 

2 

176       i 

Inte ..i 

284 

517 

581 

129 

May  Dept  Stores 
Oscar  Mayer 

520 
242 

545 
63 

555 
32 

129       ^ 

t 

|nv#":tnr<  "' "»r  S»cs 

134 

421 

376 

174 

134 

iov.                  ^ssors 

103 

596 

613 

134 

MCA 

535 

523 

535 

176 

IT  I 

330 

258 

205 

136 

J  Ray  McDermott 

128 

456 

432 

120 

Jeiteiso-       t  Corp 

495 

275 

561 

174 

McDonnell  Douglas 

238 

43 

417 

117 

Jewel  Co !i'D.'n)es 

230 

221 

162 

124 

McGraw-Edison 

276 

382 

390 

136 

Jim  Walter 

349 

235 

14 

73 

McGraw-Hill 

83 

501 

566 

176        ' 

Johns-ManviM? 

410 

429 

150 

73 

McLouth  Steel 

623 

614 

575 

86 

Johnson  &  Johnscn 

130 

40 

2i 

158 

Mead 

556 

578 

505 

164       1 

Jonathan  Logan 

17 

134 

137 

156 

Mellon  Natl  Bank 

531 

199 

383 

173 

Jones  &  Laughlir. 

620 

614 

637 

86 
120 

Melville  Shoe 

9 

38 

5 

129, 156 

Joy  Manufacturing 

346 

363 

175 

Mercantile  Stores 

211 

106 

76 

129 

Kaiser  Alum  &  Chern 

332 

313 

384 

85 

Merck 

14 

128 

183 

158 

Kaiser  Industries 

508 

17 

242 

105 

Metro-Goldwyn-Mayer 

569 

614 

446 

176 

Kaiser  Steel 

275 

456 

88 

86 

Metromedia 

284 

531 

382 

176 

Kayser-Roth 

261 

360 

544 

156 

Fred  Meyer 

235 

122 

208 

124 

Kellogg 

38 

231 

305 

153 

Middle  South  Util 

419 

184 

279 

99   1 

106   n 

Kellwood 

150 

330 

139 

156 

Midland-Ross 

412 

565 

324 

Kelsey-Hayes 

444 

462 

258 

160 

Miles  Laboratories 

134 

195 

281 

158 

Kendall 

398 

353 

143 

156 

Minnesota  Mining 

53 

172 

152 

105 

Kennecott  Copper 

228 

52 

365 

85 

Missouri  Beef  Packer 

124 

*« 

434 

134 

Kerr-McGee 

278 

316 

105 

144 

Missouri  Pacific  RR 

609 

493 

479 

169 

Walter  Kidde  &  Co 

153 

119 

493 

106 

Mobil  Oil 

405 

176 

206 

144 

Kimberly-Clark 

470 

396 

238 

158,164 

Mohasco  Industries 

570 

391 

230 

156 

PROFITABILITY:  5  Year  Return  on  Equity. 

'.WOWTH: 

5-Year  Annu 

ll  Earnings  Per  Share 

Growth.         STOCK  MARKET:  5Year  Price  Gain. 
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Marchant. 

We  sell  you  what 

you  need, 

not  Just  what 

we  have. 


hen  it  comes  to  calculators  we  have 
different  mcxiels.  We  make  more  than 
lybody  else  in  the  business. 

Which  is  why  a  Marchant  calcu- 
tor  is  sold  to  you  on  the  basis  of  need. 
)ur  need.  Because  we  think  you  ought 
have  a  calculator  that  fits  you  and 
)ur  work. 

Perfectly.  Not  partly. 

If  you  need  speed  along  with  quiet, 
pendable  operation,  you  need  our 
archant   Model  616.  Its  the  first  elec- 
Dnic  printer  with  all  the  features  you 
ed  at  a  moderate  price.  It  gives  you 


the  lightning  speed  of  an  electronic 
calculator  combined  with  the  accuracy 
of  printed  proof. 

If  you  need  the  most  advanced  elec- 
tronic calculator  in  the  world,  you  need 
our  M(xlel  41-4.  Trim  in  design,  it  is  the 
first  (and  still  the  only)  calculator  with 
Super  MOS  technology.  An  electronic 
display  calculator  with  a  complete  brain 
reduced  to  the  size  of  a  dime. 

And  if  you  need  a  programmable 
calculator,  you  need  our  Mcxlel  1016  PR. 
Its  an  American  made  electronic 
calculator  that  combines  programming. 


calculating,  and  printing  in  a  compact 
desk-top  machine.  When  combined  with 
the  IOTA-1  accessory  unit,  you  can 
even  record  programs  on  magnetic  tape 
for  future  use. 

These  are  only  three  examples  of 
our  made-to-measure  calculator  system. 
You  can  find  out  all  about  the  other  21 
by  asking  your  Marchant  man. 

He  knows  what  you  need. 


BBB 


SMITH  CORONA  MARCHANT 

OlV'SiON    OF    SCM    CORPORATION 


Three  of  our  calculalors.  We Ve  got  21  more. 


Marchant-The  First. 
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Where  to  Find  a  Company 


COMPANY 

Profitability 

Rank 

Growth 

Stocli  Maritet 

Industry 
Survey 
Page 

COMPANY 

Profitability 

Rank 

Growth 

Stock  Market 

^     Industry       ^ 
Survey 
Page 

Monsanto 

469 

535 

604 

88 

Pdrke,  Davis 

396 

570 

335 

158 

Moore 

95 

118 

108 

164 

Ralph  M  Parsons 

;SS 

** 

*S! 

120 

J  P  Morgan  &  Co 

479 

115 

165 

173 

Penn  Central 

635 

614 

647 

169 

Morrison-Knudsen 

622 

600 

592 

120 

Penn  Fruit 

598 

8 

75 

124 

Morton-Norwich  Prod 

214 

190 

** 

158 

J  C  Penney 

90 

213 

101 

129 

Motorola 

247 

430 

482 

136, 148 

Penn  Power  &  Light 

•      342 

425 

490 

99 

G  C  Murphy 

534 

415 

317 

129 

Pennwalt 

468 

563 

585 

88 

Murphy  Oil 

589 

407 

203 

144 

Pennzoil  United 

131 

162 

129 

144 

National  Airlines 

82 

614 

590 

168 

Peoples  Gas 

315 

217 

338 

98 

Natl  Bank  of  Detroit 

375 

89 

220 

173 

PepsiCo 

66 

153 

167 

153 

National  Biscuit 

181 

488 

356 

153 

Pet 

527 

160 

293 

153 

National  Can 

188 

58 

83 

164 

Pfizer 

110 

208 

136 

158 

Natl  Cash  Register 

491 

282 

308 

81 

Phelps  Dodge 

169 

136 

296 

85 

National  City  Lines 

580 

604 

278 

169 

Philadelphia  Elec 

401 

441 

547 

99 

Natl  Distil  &  Chem 

455 

406 

379 

105, 153 

Philip  Morris 

76 

25 

19 

158 

National  General 

382 

614 

111 

174, 176 

Phillips  Petroleum 

505 

482 

262 

144 

National  Gypsum 

589 

533 

224 

73 

Pillsbury 

368 

197 

188 

153 

National  Industries 

571 

549 

362 

106 

Pitney-Bowes               ^^^. 

177 

286 

285 

81 

National  Lead 

252 

519 

584 

105 

Pittston                     a 

183 

31 

10 

144 

Natl  Service  Inds 

62 

96 

86 

106 

Polaroid                     ^9 

18 

86 

169 

158, 176 

National  Steel 

474 

489 

491 

86 

H  K  Porter                 ^m 

606 

597 

589 

120 

National  Tea 

560 

496 

449 

124 

Potlatch  Forests         «» 

574 

555 

126 

164 

Nebr  Consul  Mills 

166 

250 

421 

134 

PPG  Industries           |H 

557 

507 

358 

73, 105 

Needham  Packing 

369 

580 

353 

134 

Procter  &  Gamble        VH 

109 

111 

90 

158 

J  J  Newberry 

600 

586 

409 

129 

Provident  Life            ^^ 

361 

91 

497 

174 

New  England  Electric 

462 

285 

419 

99 

Publ  Serv  Elec  &  Gas 

320 

351 

487 

99 

Newmont  Mining 

57 

45 

210 

85 

Pueblo  International 

23 

35 

102 

124 

New  York  Times 

70 

72 

^!* 

176 

Pullman 

481 

497 

437 

120 

Niagara  Mohawk  Power 

427 

423 

527 

99 

Purex                        J^ 

209 

364 

461 

158 

NLT 

408 

217 

516 

174 

Quaker  Oats              ^^P 

258 

93 

74 

153 

Norfolk  &  Western 

562 

512 

586 

169 

Questor 

377 

419 

386 

160 

Norris  Industries 

16 

24 

49 

117 

Ralston  Purina 

165 

129 

211 

153 

North  Amer  Philips 

392 

511 

477 

136 

Rapid-American 

2 

346 

396 

129, 156 

North  Amer  Rockwell 

385 

550 

600 

117, 160 

Rath  Packing 

639 

645 

394 

134 

Northeast  Airlines 

638 

645 

646 

.    168 

Raytheon                   ^^m 

174 

55 

189 

117, 136 

Northeast  Utilities 

382 

354 

460 

99 

RCA  Corp 

106 

487 

557 

81, 136, 148 

North  Illinois  Gas 

303 

266 

401 

98 

Reliance  Electric 

116 

213 

240 

136 

No  Indiana  Publ  Ser 

233 

179 

333 

98 

Republic  Steel 

540 

528 

504 

86 

Northern  Natural  Gas 

415 

263 

366 

98 

Revere  Copper 

357 

556 

418 

85 

North  States  Power 

304 

267 

451 

99 

Revlon 

75 

193 

41 

158 

Northrop 

224 

95 

444 

117 

Reynolds  Metals 

525 

391 

580 

85 

Northwest  Bancorp 

377 

123 

106 

173 

R  J  Reynolds  Inds 

84 

243 

216 

158 

Northwest  Industries 

** 

347 

607 

106. 169 

Richardson-Merrell 

167 

158 

118 

158 

Northwest  Orient  Air 

71 

356 

523 

168 

Rockwell  Mfg 

280 

458 

415 

120 

Norton 

554 

506 

534 

120 

Rohm  &  Haas 

399 

508 

510 

88 

Norton  Simon 

308 

67 

...= 

153 

Rohr 

146 

97 

499 

117 

NVF 

*« 

^^-i 

619 

86 

Safeco 

565 

376 

123 

174 

Occidental  Petroleum 

68 

4 

69 

144 

Safeway  Stores 

225 

308 

283 

124 

Ogden 

388 

602 

562 

106 

St  Paul  Companies 

499 

109 

177 

174 

Ohio  Edison 

249 

326 

360 

99 

St  Regis  Paper 

558 

408 

307 

164 

Oiin  Corp 

477 

582 

594 

105 

Santa  Fe  Industries 

618 

574 

513 

169 

Otis  Elevator 

402 

461 

466 

73 

Jos  Schlitz  Brewing 

316 

77 

30 

153 

Outboard  Marine 

254 

339 

186 

176 

Schlumberger 

267 

84 

27 

120, 136 

Owens-Coming  Rberg 
Owens-Illinois 

429 
354 

335 
304 

221 

410 

73 
164 

SCM 

514 

606 

635 

106 

SCOA  Industries 

324 

104 

131 

156 

Pabst  Brewing 

197 

156 

42 

153 

Scot  Lad  Foods 

126 

171 

199 

134 

Pacitic  Car  &  Fdry 

67 

324 

404 

120 

Scott  Paper 

352 

397 

518 

158, 164 

Pac  Gamble  Robinson 

564 

135 

197 

134 

Scovill  Mfg 

301 

325 

237 

85 

Pacific  Gas  &  Elec 

392 

308 

364 

99 

Seaboard  Coast  Line 

628 

560 

604 

169 

Pacitic  Lighting 

535 

503 

367 

98 

Sears,  Roebuck 

203 

206 

236 

129, 174 

Pan  Am  World  Airways 

420 

614 

569 

168 

Sec  Pac  Nat  Bank  Cal 

354 

154 

263 

173 

Panhandle  East  Pipe 

100 

249 

266 

98 

Servomation 

94 

321 

343 

134 

PROFITABILITY:  5  Year  Return  on  Equity. 

GROWTH: 

5  Year  Annua 

Earnings  Per  Share 

Growth.         STOCK  MARKET:  5Yea 

Price  Gain. 
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Natural  gas. 

Power  for  the  worlcft 

fastestcar. 


622.407  MPH:  the  new  world  land  speed  record.  Set  on  October  23 
at  the  Bonneville  Salt  Flats  by  Gary  Gabelich  in  The  Blue  Flame. 

This  remarkable  vehicle  is  powered  by  an  equally  remarkable 
energy  source.  Liquefied  Natural  Gas. 

What's  so  special  about  LNG?  Everything  that's  special  about 
reg^ilar  natural  gas.  And  then  some.  Because  LNG  is  a  lightweight, 
compact  and  readily  transportable  liquid. 

This  means  we  can  take  natural  gas  from  anywhere  in  the  world, 
ship  it  here  in  liquid  form  and  store  it  until  needed.  And  when 
regasified,  it  expands  to  600  times  its  volume  as  a  liquid. 

LNG  is  power  for  the  world's  fastest  car.  Pure  power.  In  fact, 
natural  gas  is  so  clean  that  several  fleets  of  cars,  trucks  and  buses 
are  testing  it  to  help  fight  smog  in  our  cities. 

But  more  important.  Liquefied  Natural  Gas  brings  the  vast  gas 
reserves  of  the  world  right  to  our  shores.  And  that  makes  it  a  natural 
answer  to  our  growing  energy  needs. 

▲  AMERICAN  GAS  ASSOCIATION,  INC. 

Natural  Gas.  H^  pure  enersy. 
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Where  to  Find  a  Company 


COMPANY 

Profitability 

Rank 

Growth 

Stock  Market 

Industry 
Survey 
Page 

COMPANY 

Profitability 

Rank 

Growth 

Stock  Market 

Induafay 
Survey 
Page 

Shell  Oil 

286 

437 

453 

144 

transamerica 

485 

476 

463 

106, 174 

Sherwin-Williams 

503 

528 

457 

73 

Transcont  Gas  Pipe 

125 

177 

294 

98 

Signal  Companies 

470 

575 

593 

106, 160 

Travelers 

-594 

444 

481 

174 

Simmons 

497 

287 

93 

156 

TRW 

74 

151 

125 

106 

Singer 

334 

379 

330 

106, 148 

Twentieth  Cent-Fox 

537 

614 

579 

176 

A  0  Smith 

500 

94 

134 

160 

UAL 

504 

614 

603 

168 

Smith  Kline  &  French 

12 

395 

514 

158 

Union  Camp 

326 

271 

153 

164 

Southern  Cal  Edison 

424 

258 

410 

99 

Union  Carbide 

374 

509 

559 

88, 105 

Southern  Company 

438 

226 

456 

99 

Union  Electric 

310 

230 

452 

99 

Southern  Natural  Gas 

163 

126 

80 

98 

Union  Oil  California 

273 

411 

486 

144 

Sou  New  England  Tel 

518 

304 

284 

99 

Union  Pacific           JHHf 
Uniroyal 

573 

281 

254 

169 

Southern  Pacific 

595 

361 

436 

169 

450 

470 

282 

160 

Southern  Railway 

593 

159 

295 

169 

United  Aircraft 

389 

468 

617 

117 

Southland  Corp 

99 

51 

70 

124 

United  Brands 

*« 

5 

26 

153 

Southwestern  Life 

381 

273 

399 

174 

United  Merch  &  Mfrs 

453 

485 

397 

156 

Spartans  Industries 

479 

587 

498 

129 

U  S  Fidelity  &  Guar 

588 

103 

181 

174 

Spencer  Foods 

56 

459 

609 

134 

U  S  Freight 

114 

491 

387 

169 

Sperry  &  Hutchinson 

19 

142 

39 

124 

United  States  Gypsum 

559 

572 

348 

73 

Sperry  Rand 

302 

53 

225 

81, 105 

U  S  Industries 

34 

191 

59 

106 

Springs  Mills 

630 

593 

403 

156 

U  S  Plywood-Champion 

431 

566 

226 

73,164 

Square  D 

39 

388 

370 

136 

U  S  Shoe 

148 

315 

339 

156 

Squibb  Beech-Nut 

219 

251 

•• 

158 

United  States  Steel 

591 

515 

578 

86 

A  E  Staiey  Mfg 

510 

453 

472 

134 

United  Utilities 

213 

366 

438 

99 

Standard  Brands 

178 

233 

185 

153 

Universal  Leaf  Tobac 

352 

357 

163 

134 

Standard  Oil  (Calif) 

363 

348 

462 

144 

Universal  Oil 

365 

521 

392 

120 

Standard  Oil  (Ind) 

440 

209 

245 

144 

Upjohn 

168 

387 

495 

158 

Standard  Oil  (N  J) 

293 

333 

347 

144 

USM 

560 

464 

509 

120 

Standard  01  (Ohio) 

319 

502 

161 

144 

Virginia  Elec  &  Powr 

343 

312 

511 

99 

Stanley  Works 

465 

203 

107 

73, 120 

Vornado                   hmmm 
Vulcan  Materials       #■» 

330 

505 

470 

129 

Stauffer  Chemical 

300 

436 

529 

88 

295 

465 

332 

73 

Sterling  Drug 

26 

168 

127 

158 

Waldbaum 

169 

74 

275 

124 

J  P  Stevens 

563 

592 

601 

156 

Walgreen 

217 

380 

158 

129 

Stokely-Van  Camp 

548 

514 

406 

153 

Wallace-Murray 

37 

486 

565 

120 

Stop  &  Shop 

267 

277 

180 

124 

Ward  Foods 

188 

18 

435 

153 

Studebaker-Worthing 

93 

137 

55 

106 

Warnaco 

369 

567 

549 

156 

Sun  Oil 

351 

263 

173 

144 

Warner-Lambert 

49 

145 

87 

158 

Sunbeam 

529 

472 

507 

148 

Del  E  Webb 

505 

*• 

77 

120 

Sundstrand 

228 

210 

218 

120 

J  Weingarten 

240 

378 

133 

124 

Super  Food  Services 

442 

608 

213 

134 

Wells  Fargo 

417 

231 

337 

173 

Su  per  Valu  Stores 

137 

366 

439 

134 

West  Point-Pepperell 

507 

581 

612 

156 

Supermarkets  General 

59 

133 

264 

124 

Western  Air  Lines 

457 

614 

588 

168 

Swift 

601 

301 

256 

134 

Western  Bancorp 

414 

47 

313 

173 

Sybron 

»* 

276 

132 

120 

Western  Union 

605 

442 

400 

99 

Tandy 

43 

11 

4 

129 

Westinghouse 

372 

246 

261 

105, 136, 148 

Tecumseh  Products 

73 

92 

63 

120 

Westvaco 

494 

473 

309 

164 

Teled'ne 

107 

10 

120 

106, 117. 136 

Wetterau  Foods 

77 

71 

45 

134 

Tenneco 

249 

345 

371 

98, 106 

Weyerhaeuser 

237 

149 

29 

73,164 

Texaco 

160 

293 

368 

144 

Wheeling-Pitts  Steel 

633 

«« 

625 

86 

Texas  Eastern  Trans 

155 

113 

81 

98 

Whirlpool 

89 

402 

109 

148 

Texas  Gas  Trans 

359 

445 

222 

98 

White  Consolidated 

33 

15 

209 

106 

Texas  Gulf  Sulphur 

32 

20 

563 

85 

White  Motor 

406 

614 

624 

160 

Texas  Instruments 

205 

297 

340 

136 

Whittaker  Corp 

47 

23 

25 

106 

Texas  Utilities 

197 

207 

318 

99 

Wickes 

202 

530 

122 

73 

Textron 

91 

187 

270 

106 

Williams  Brothers 

63 

61 

«* 

120 

Thiokol  Chemical 

409 

432 

602 

88 

Winn-Dixie  Stores 

50 

280 

300 

124 

Thriftimart 

533 

584 

611 

124 

Wisconsin  Elec  Power 

466 

427 

448 

99 

Thnfty  Drug 

191 

327 

363 

129 

Witco  Chemical 

260 

365 

234 

88 

Time  Inc 

207 

547 

616 

176 

F  W  Woolworth 

457 

424 

229 

129 

Times  Mirror 

181 

256 

246 

176 

Xerox 

4 

27 

155 

81 

Timken 

276 

546 

502 

160 

Zaie 

112 

79 

54 

129 

Trane 

249 

173 

325 

120 

Zayre 

61 

358 

200 

129 

Trans  World  Airlines 

553 

614 

644 

168 

Zenith  Radio 

48 

510 

520 

148 

PROFITABILITY:  SYear  Return  on  E(,uity. 

GROWTH: 

5-Year  Annua 

1  Earnings  Per  Share 

Growth.        STOCK  MARKET:  5-Y«ar  Price  Gain. 

••Not 

ranked. 
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It's  more  than  a  match 
for  IBM. 


CalComp  disk  memories  match 
up  with  the  IBM  360  perfectly. 

But  with  an  average  access  time 
of  just  30  milliseconds,  they're 
twice  as  fast  as  IBM's  own  disk 
memories. 

And  cost  considerably  less. 

For  example,  our  11 -disk  CD12 
storage  facility  doubles  the  access 
speed  of  a  2314  for  about  a  third 
less  money.  And  comes  with  its 
own  controller. 

Likewise,  our6-diskCD1  disk 
drive  replaces  the  2311  plug  for 
plug.  Saves  you  plenty.  And  does 
the  work  in  much  less  time. 


Actually,  the  reason  we're  so 
much  faster  turns  out  to  be  the 
same  reason  we're  so  much  more 
reliable. 

Electromagnetic  positioning. 

No  mechanical  pawls,  detents 
or  gears  to  slow  things 
down.  Or  foul  things  up. 

So  call  your  CalComp  disk 
drive  man  today.  You'll  find 
him  located  in  22  cities, 
along  with  matchless 
CalComp  service. 

Ask  him  for  a  cost 
and  performance 
comparison. 


He'll  show  you  how  little  it  takes 
to  beat  IBM. 

California  Computer  Products,  Inc. 

Dept.  S-l,    2411  W.  La  Palma  Avenue 

Anaheim,  California  92803 
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Who's 
Where 

in 


Profitability 


Six-hundred  FiFTi-NiNE  major  U.S. 
corporations  are  analyzed  in  this  issue. 
Which  are  the  most  profitable  compa- 
nies? The  least  profitable?  In  the  fol- 
lowing tables,  Forbes  ranks  640  of 
the  659  companies  (for  various  spe- 
cial rea.sons,  19  could  not  be  ranked) 
in  descending  order  of  profitabilit\ . 
We  rank  each  on  two  basic  Yard- 
sticks: 1)  percentage  return  on  stock- 
holders' equity;  2)  percentage  return 
on  total  capital.  Why  two  separate 
Yardsticks?  We'll  e.xplain: 

Take  the  three  top  companies  be- 
low: Avon  Products,  Rapid-American 
and  Diversified  Industries.  The  three 
rank  vers  close  in  retinn  on  stock- 
holders' equit\,  and  the  figures  are 
very  inipressi\e  indeed.  However,  the 
three  are  not  so  close  b\  other  stan- 
dards. That  is  wh\  we  use  a  second 
set  of  figures. 

The  second  figures,  appearing  in 
the  right-hand  column,  show  return 
on  total  capital— that  is,  equit>-  and 
debt  combined.  On  this  list,  acquisi- 
tive Rapid- American,  which  is  vast- 
ly leveraged,  stands  248th— nowhere 
near  as  impressive  as  Avon.  There's 
nothing  wrong  with  using  debt,  of 
course,  but  when  >ou  do.  a  downturn 
in  business  can  hurt  badly. 

In  contrast,  look  at  the  high  return 
on  total  capital  shown  by  low-debt 
companies  like  Zenith  Radio,  Minne- 
sota Mining  or  Tecumseh  Products. 
All  of  these  rank  behind  Rapid-Amer- 
ican in  return  on  equity.  Yet  are  the\ 
truly  less  profitable?  Probably  not, 
and  that  is  wh\  we  use  two  figures 
to  measure  profitabilitv . 

There's  another  reason  to  use  two 
figures.  Diversified  Industries,  for  ex- 
ample, grew  ver\  rapidh'  by  acqui- 
sition, in  effect  buying  its  earnings 
growth.  Obviously,  that's  a  less  sta- 
ble type  of  earnings  power.  In  a  year 
like  1970,  the  lack  of  stability  clearly 
shows:  In  the  Metals  indiustiy  survey 
on  page  85,  Diversified  ranks  last  in  a 
field  of  21  in  return  on  equity  for 
the  latest  12  months.  ■ 
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coMwwr 


5-Year 

Return  on 

Equity 

Per- 
"1  Rank    cent 


5-Year 

Return  on 

Total  Capital 

Per- 
Rank  cent 


Avon  Products 
Rapid-American 
Diversified  Inds 
Xerox 


1  41.8  1  38.1 

2  41.7  248  10.5 

3  41.6  2  33.1 

4  34.2  30  19.5 


Lucky  Stores 

Gillette 

Amer  Home  Products 

Heublein 


5  33.5 

6  33.0 

7  31.8 

8  31.8 


Melville  Shoe 

Avnet 

E  F  MacDonaid 

Smith  Kline  &  French 


9 

10 
11 
12 


31.8 
29.9 
29.7 
29.3 


Magnavox 
Merck 
Coca-Cola 
Norris  industries 


13  28.7 

14  28.4 

15  27.5 

16  27.1 


Jonathan  Logan 

Polaroid 

Sperty  &  Hutchinson 

A-T-0 


17 
18 
19 
20 


26.9 
26.9 
26.5 
25.9 


Eastman  Kodak 
Delta  Air  Lines 
Pueblo  International 
Gulf  &  Western 


AMP 

Sterling  Drug 
Amer  Beef  Packers 
Clark  Oil  &  Refining 


Fisher  Foods 
Bristol-Myers 
AIco  Standard 
Texas  Gulf  Sulphur 


29  24.0 

30  24.0 

31  23.9 

32  23.9 


White  Consolidated 
U  S  Industries 
Eli  Ully 
Fluor 


33 
34 
35 
36 


Chesebrough-Poiid's 

Champion  Spark  Plug 

Tandy 

Dun  &  Bradstreet 

Consoildated  Freight 
Cook  United 
Whitta  erCorp 
Zenith  Radio 


41  22.6 

42  22.5 

43  22.3 

44  22.3 


45  22.2 

46  22.1 

47  22.1 

48  21.9 


Newmont  Mining 
Emerson  Electric 
Supermarkets  General 
Chromalloy  American 

Zayre 

Natl  Service  Inds 

Williams  Brothers 


57  20.9 

58  20.9 

59  20.8 

60  20.7 


61  20.5 

62  20.4 

63  20.4 


56  16.4 

3  29.4 

6  27.6 

51  16.9 


14  22.5 

39  18.4 

79  14.9 

4  29.1 


11  23.9 

5  28.0 

8  26.2 

21  21.5 


60 
7 

10 
81 


16.1 
26.9 
24.8 
14.8 


21  25.7  9 

22  25.5  102 

23  25.1  33 

24  24.9  313 


24.8 

13.7 

18.8 

9.4 


25  24.9  17  21.9 

26  24.8  20  21.6 

27  24.8  23  21.0 

28  24.2  38  18.5 


87  14.5 

26  20.7 

16  22.0 

77  15.0 


23.7  201  11.4 

23.6  43  17.7 

23.5  12  22.7 

23.1  48  17.1 


Wallace-Murray 

37 

23.1 

300 

9.6 

Kellogg 

38 

22.8 

19 

21.8 

Coastal  States  Gas 

39 

22.7 

331 

9.0 

Square  D 

39 

22.7 

13 

22.7 

34  18.8 

28  20.4 

67  15.7 

15  22.3 


183  11.7 

112  13.5 

69  15.5 

18  21.9 


Warner-Lambert 

49 

21.7 

32 

19.2 

Winn-Dixie  Stores 

50 

21.7 

25 

20.7 

Leaseway  Transport 

51 

21.7 

400 

7.9 

Indian  Head 

52 

21.5 

292 

9.8 

Essex  International 

53 

21.3 

44 

17.4 

Minnesota  Mining 

53 

21.3 

22 

21.0 

Fischbach  &  Moore 

55 

21.0 

114 

13.5 

Spencer  Foods 

56 

21.0 

52 

16.7 

27  20.5 

31  19.3 

151  12.4 

24  20.7 


192    11.6 
135    12.8 


COMfAIWr 


5-Vear 

Return  on 

Equity 

Per- 
Rank    cent 


Ethyl 

IBM 

Peps|Co 

Pacific  Car  &  Fdry 


64  20.3  294  9.8 

65  20.2  41  18.2 

66  20.1  54  16.6 

67  20.1  42  18.2 


Occidental  Petroleum  '  68  20.1      174 

Engelhard  Min  &  Chem  69  20.1        88 

New  York  Times  70  20.0        40 

Northwest  Orient  Air  71  19.8      124 

Black  &  Decker  72  19.7 

Tecumseh  Products  73  19.6 

TRW  74  19.4 

Revlon  75  19.4 


Philip  Morns 
Wetterau  Foods 
Litton  Industries 
General  Cable 


76 
77 
78 
79 


19.3 
19.3 
19.2 
19.1 


Ingersoll-Rand 
Malone  &  Hyde 
National  Airlines 
McGraw-Hill 


R  J  Reynolds  Inds 

CBS 

Govt  Employees  Ins 

Hewlett-Packard 


80 
81 
82 
83 


19.1 
19.0 
19.0 
18.9 


84 
85 
86 
87 


18.8 
18.7 
18.7 
18.7 


Mattel 
Whirlpool 
J  C  Penney 
Textron 


88 
89 
90 
91 


18.6 
18.6 
18.5 
18.5 


General  Motors  92  18.5 

Studebaker-Worthing  93  184 

Servomation  94  18.4 

Moore  95  18.3 


Greyhound 
Fodders 
Howmet 
Southland  Corp 


96 
97 
97 
99 


18.2 
18.1 
18.1 
18.1 


Reliance  Electric 

Marriott 

Clark  Equipment 

Caterpillar 


116 
117 
118 
119 


17.2 
17.2 
17.2 
17.1 


'Not  available:  not  ranked.        def.— Deficit. 


159  12.2 

83  14.7 

246  10.5 

64  15.9 


47   17.3 
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103  13.7 

184  11.7 

197  11.5 

275  10.1 


Grumman 

100 

18.1 

91 

14.0 

Panhandle  East  Pipe 

100 

18.1 

427 

7.4 

American  Petrofina 

102 

18.1 

105 

13.6 

Iowa  Beef  Processors 

103 

18.1 

219 

11.0 

Halliburton 

104 

18.0 

70 

15.4 

American  Smelt  &  Ref 

105 

18.0 

61 

16.0 

RCA  Corp 

106 

17.9 

176 

11.9 

Teledyne 

107 

17.9 

93 

13.9 

Cessna  Aircraft 

108 

17.8 

110 

13.5 

Procter  &  Gamble 

109 

17.8 

76 

15.1 

Pfizer 

110 

17.7 

65 

15.9 

Corning  Glass 

111 

17.7 

63 

16.C 

Zaie 

112 

17.7 

58 

16.4 

Loew's 

113 

17.5 

233 

10.{ 

U  S  Freight 

114 

17.4 

62 

16.C' 

Edison  Bros  Stores 

115 

17.4 

127 

12.5 

121  13.: 

305  9.! 

101  13.i 

97  13.! 


Albertson's  120  17.1  92  14.1 

Anheuser-Busch  121  17.0  158  12.: 

Household  Finance  122  17.0  455  7. 

Burroughs  123  17.0  148  12.' 


Missouri  Beef  Packer        124     16.9        50   16. 
Transcont  Gas  Pipe  125      16.9      549     5. 

Scot  Ud  Foods  126     16.8      217    11. 


Who's  Where  in  Profitability 


5-Year 

5-Year 

Retu 

n  on 

Re^J^n  on 

Eqi 

lity 

Total  Capital 

Per- 

Per- 

MMPANY 

Rank 

cent 

Rank  cent 

>own  Cork  &  Seal 

127 

16.8 

208    11.2 

Seneficial  Corp 

128 

16.8 

488      6.5 

1  Ray  McDermott 

128 

16.8 

117    13.4 

ohnson  &  Johnson 

130 

16.8 

66    15.8 

'ennzoil  United 

131 

16.7 

309     9.4 

leneral  Foods 

132 

16.7 

78    15.0 

^ntinental  Tel 

133 

16.6 

553     5.6 

nveston  (Nver  Svcs 

134 

16.6 

93    13.9 

nveston  (Nver  Svcs 

134 

16.6 

93 

13.9 

«*ile$  Laboratories 

134 

16.6 

169 

12.0 

\RA  Services 

136 

16.6 

241 

10.7 

Mjper  Valu  Stores 

137 

16.5 

167 

12.0 

\MF 

138 

16.5 

326 

9.1 

General  Mills 

139 

16.4 

180 

11.8 

iACCorp 

140 

16.3 

*• 

jnt  Stegler 

141 

16.2 

137 

12.7 

imer  Metal  aioMi 

142 

16.2 

187 

11.7 

^hland  Oil 

143 

16.2 

178 

11.9 

Abbott  Laboratories 

144 

16.2 

89 

14.2 

lyster 

144 

16.2 

90 

14.1 

<ohr 

146 

16.1 

140 

12.6 

lorman's 

147 

16.1 

99 

13.8 

1  S  Shoe 

148 

16.1 

72 

15.2 

V  T  Grant 

149 

16.1 

155 

12.3 

inchor  Hocking 

150 

16.0 

98 

13.8 

tellwood 

150 

16.0 

120 

13.2 

larsco 

152 

16.0 

73 

15.1 

Valter  Kidde  &  Co 

153 

16.0 

169 

120 

tayco 

154 

15.9 

284 

9.9 

exas  Eastern  Trans 
oremost-McKesson 
I  du  Pont 
nternational  Nickel 

ienuine  Parts 

exaco 

ing  Temco-Vought 

:arnation 

«uthern  Natural  Gas 
leming 

talston  Purina 
Jebr  Consol  Mills 


155 
156 
157 
157 


15.9 

15.7 
15.7 
15.7 


159  15.7 

160  15.6 

161  15.6 

162  15.5 


tichardson-MerreH 

Ipjohn 

•ana 

helps  Dodge 


167  15.3 

168  15.2 

169  15.2 
169  15.2 


S  Kresge 
Valdbaum 
loliday  Inns 
•resser  Industries 


Raytheon 
ieatrice  Foods 
itney-Bowes 
tandard  Brands 

'iamond  Internatl 
PC  International 
lational  Biscuit 
imes  Mirror 


ittston 

mer  Hospital  Supply 

yprus  Mines 


183 
184 
185 


530  6.0 

340  8.9 

93  139 

109  13.6 


74 
119 
175 
171 


15.1 
13.2 
11.9 
12.0 


163  15.5  314  9.3 

164  15.5  127  129 

165  15.4  196  115 

166  15.4  251  10.5 


82 
71 
96 
86 


14.7 

15.2 
13.9 
14.6 


169  15.2  134  12.9 

169  15.2  224  11.0 

173  15.1 

174  15.1  139  12.6 


174  15.1  132  12.9 

176  15.1  75  15.1 

177  15.0  115  13.4 

178  15.0  159  12.2 

179  15.0  122  13.1 

180  15.0  205  11.3 

181  15.0  156  12.3 
181  15.0  159  12.2 


14.9  324  9.2 
14.8  104  13.7 
14.8       118    13.4 


5-Year 

5-Year 

Retu 

rn  on 

Return  on 

Eq 

Jity 

Total  Capital 

Per- 

Per- 

COMPANY 

Rank 

cent 

Rank  cent 

Consolidated  Foods 

186 

14.8 

141 

12.6 

Eaton  Yale  &  Towne 

186 

14.8 

130 

12.9 

Continental  Airlines 

188 

14.7 

393 

8.0 

National  Can 

188 

14.7 

164 

12.2 

Ward  Foods 

188 

14.7 

263 

10.2 

Thrifty  Drug 

191 

14.7 

151 

12.4 

Eagle-Picher 

192 

14.6 

242 

10.7 

Cincinnati  Gas  &  El 

193 

14.6 

420 

7.5 

Insiico 

193 

14.6 

189 

11.6 

Brown  Shoe 

195 

14.6 

107 

13.6 

Giant  Food 

196 

14.6 

261 

10.3 

Pabst  Brewing 

197 

14.6 

108 

13.6 

Texas  Utilities 

197 

14.6 

428 

7.4 

Dow  Chemical 

199 

14.5 

266 

10.2 

Avco 

200 

14.5 

;:!: 

Hercules 

201 

14.5 

190 

11.6 

Wickes 

202 

14.5 

147 

12.4 

Hart  SchaMner  Marx 

203 

14.5 

112 

13.5 

Sears,  Roebuck 

203 

14.5 

136 

12.8 

Texas  Instruments 

205 

14.4 

173 

11.9 

Federated  Dpt  Stores 

206 

14.4 

127 

12.9 

Fuqua  Industries 

207 

14.3 

295 

9.7 

Time  Inc 

207 

14.3 

239 

10.7 

Fairchild  Hiller 

209 

14.3 

215 

11.1 

Purex 

209 

14.3 

126 

13.0 

Mercantile  Stores 

211 

14.3 

165 

12.1 

FMC 

212 

14.3 

235 

10.8 

United  Utilities 

213 

14.2 

454 

7.1 

Morton-Norwich  Prod 

214 

14.2 

198 

11.5 

Eastern  Gas  &  Fuel 

215 

14.2 

441 

7.2 

Campbell  Taggart 

216 

14.1 

143 

12.5 

American  Brands 

217 

14.1 

193 

11.6 

Walgreen 

217 

14.1 

210 

11.2 

Harris-lntertype 

219 

14.1 

179 

11.9 

Houston  Lt  &  Power 

219 

14.1 

401 

7.9 

Squibb  Beech-Nut 

219 

14.1 

154 

12.3 

Akzona       ' 

222 

14.1 

191 

11.6 

Interco 

222 

14.1 

256 

10.4 

Northrop 

224 

14.0 

269 

10.2 

Safeway  Stores 

225 

14.0 

144 

12.5 

Honeywell 

226 

14.0 

300 

9.6 

Combustion  Engine 

227 

13.9 

157 

12.2 

Kennecott  Copper 

228 

13.9 

153 

12.3 

Sundstrand 

228 

13.9 

162 

12.2 

Georgia-Pacific 

230 

13.8 

372 

8.3 

Jewel  Companies 

230 

13.8 

315 

9.3 

Hiram  Walker 

232 

13.8 

99 

13.8 

No  Indiana  Publ  Ser 

233 

13.8 

443 

7.2 

Cincinnati  Milacron 
Fred  Meyer 
Ex-CellO 
Weyerhaeuser 


234  13.8 

235  13.8 

236  13.8 

237  13.7 


McDonnell  Douglas 
Hershey  Foods 
Dart  Industries 
J  Weingarten 


238  13.7 

239  13.7 

240  13.6 
240  13.6 


City  Investing 
Oscar  Mayer 
Continental  Can 


222  11.0 

236  10.7 

188  11.6 

185  11.7 


259  10.3 

146  12.4 

223  11.0 

227  10.9 


242  13.6  206  11.3 
242  13.6  125  13.0 
244      13.6      258    10.3 


5-Year 

5-Year 

Return  on 

Return  on 

Equity 

Total  Capital 

Per- 

Per- 

COMPANY 

Rank    cent 

Rank  cent 

Franklin  Life 

245      13.5 

111    13.5 

General  Tel  &  Elec 

245      13.5 

465      6.9 

Motorola 

247      13.5 

218    11.1 

Addressograph-MuKJ 

248      13.5 

148    12.4 

Ohio  Edison 
Tenneco 
Trane 
National  Lead 


249  13.5  436  7.3 

249  13.5  505  6.4 

249  13.5  214  11.1 

252  13.4  181  11.8 


Arian's  Dept  Stores 
Outboard  Marine 
Groiier 
Howard  Johnson 


253  13.4  293  9.8 

254  13.3  195  11.5 

255  13.3  506  6.3 
255  13.3  172  12.0 


C 1 T  Financial 

257 

13.3 

573 

5.2 

Glen  Alden 

258 

13.2 

459 

7.0 

Quaker  Oats 

258 

13.2 

204 

11.3 

Witco  Chemical 

260 

13.2 

283 

9.9 

Kayser-Roth 

261 

13.2 

332 

9.0 

ACF  Industries 

262 

13.1 

373 

8.3 

American  Cyanamid 

263 

13.1 

202 

11.3 

Genesco 

264 

13.1 

297 

9.7 

Marathon  Oil 

265 

13.1 

229 

10.9 

BankAmerica  Corp 

266 

13.1 

122 

13.1 

Schlumberger 

267 

13.1 

142 

12.5 

Stop  &  Shop 

267 

13.1 

446 

7.2 

Hoerner-Waldorf 

269 

13.1 

236 

10.7 

Amer  Electric  Power 

270 

13.1 

507 

6.3 

General  Electric 

270 

13.1 

236 

10.7 

Gulf  Oil 

272 

13.0 

216 

11.1 

Union  Oil  California 

273 

13.0 

349 

8.7 

Hoover 

274 

13.0 

162 

12.2 

Kaiser  Steel 

275 

13.0 

474 

6.7 

McGraw-Edison 

276 

12.9 

133 

12.9 

Timken 

276 

12.9 

130 

12.9 

Kerr-McGee 

278 

12.9 

319 

9.3 

Colonial  Stores 

279 

12.9 

267 

10.2 

Rockwell  Mfg 

280 

12.9 

239 

10.7 

Flicklnger 

281 

12,9 

211 

11.2 

Goodyear  Tire  &  Rub 

282 

12.9 

289 

9.8 

Libbey-Owens-Ford 

282 

12.9 

138 

12.7 

Interstate  Stores 

284 

12.8 

213 

11.1 

Metromedia 

284 

12.8 

450 

7.2 

Shell  Oil 

286 

12.8 

250 

10.5 

Cerro 

287 

12.8 

166 

12.1 

Emhart 

287 

12.8 

220 

11.0 

Cluett,  Peabody 

289 

12.7 

261 

10.3 

Kroger 

289 

12.7 

253 

10.4 

Allegheny  Power 

291 

12.7 

521 

6.1 

Baltimore  Gas  &  Elec 

291 

12.7 

481 

6.6 

Standard  Oil  (N  J) 

293 

12.7 

199 

11.5 

Kraftco 

294 

12.7 

228 

10.9 

Vulcan  Materials 

295 

12.7 

281 

10.0 

Colgate-Palmolive 

296 

12.7 

229 

10.9 

Campbell  Soup 

297 

12.6 

145 

12.4 

Associated  Dry  Goods 

298 

12,6 

278 

10.0 

ELTRA 

298 

12.6 

211 

11.2 

Stauffer  Chemical 

300 

12.6 

281 

10.0 

Scovill  Mfg 
Sperry  Rand 
North  Illinois  Gas 


301  12.6   270  10.2 

302  12.6   295  9.7 

303  12.6   423   7.5 


Not  available;  not  ranked.        det— Deficit. 
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Who's  Where  in  Profitability 


COMPANY 


5Year 

Return  on 

Equity 

Per- 
Rank    cent 


SYear 

Return  on 

Total  Capital 

Per- 
Rank  cent 


North  States  Power 
American  Airlines 
Marine  Midland 
Long  Island  Lighting 


304  12.5 

305  12.5 
305  12.5 
307  12.5 


Norton  Simon 
Burlington  Industs 
Union  Electric 
Allied  Products 


R  H  Macy 
Braniff  Airways 
Geo  A  Hormel 
Peoples  Gas 


312  12.4 

313  12.4 
313  12.4 
315  12.4 


Jos  Schlitz  Brewing 
InternatI  Tel  &  Tel 
First  Bank  System 
Standard  Oil  (Ohio) 


316  12.4 

317  12.4 

318  12.4 

319  12.4 


Publ  Serv  Elec  &  Gas 
Central  Soya 
Central  &  Southwest 
Commonwealth  Edison 


320  12.3 

321  12.3 

322  12.2 
322  12.2 


SCOA  Industries 
Gimbel  Brothers 
Cummins  Engine 
Union  Camp 


324  12.2 

325  12.2 

326  12.2 
326  12.2 


American  Investment 
Martin  Marietta 
l-T-E  Imperial 
Vornado 


328  12.1 

329  12.1 

330  12.1 
330  12.1 


Kaiser  Alum  &  Chem 

Celanese 

Inmont 

Singer 

Ampex 

Beech  Aircraft 
Firestone  Tire  &  Rub 
Broadway-Hale 


332  12.1 

333  12.1 

334  12.1 
334  12.1 


336  12.0 

337  12.0 

338  12.0 

339  12.0 


Interstate  Brands 
GenI  American  Trans 
Penn  Power  &  Light 
General  Tire  &  Rt(b 


340  11.9 

341  11.9 

342  11.8 

343  11.8 


Virginia  Elec  k  pt-— 
Federal-Mog'ji 
Joy  Manufacti;ri-- 
General  Oy 


343  11.8 

345  11.8 

346  11.8 

347  11.8 


Koehring 
American  Express 
Jim  Walter 
Sun  Oil 


347  11.8 

349  11.7 

349  11.7 

351  11.7 


Scott  Paper 
Universal  Leaf  Tobac 
Owens-Illinois 
Sec  Pac  Nat  Bank  Cal 


352  11.6 

352  11.5 

354  11.6 

354  11.6 


538  5.9 

558  5.6 

302  9.6 

522  6.1 


308  12.5  446  7.2 

309  12.5  319  9.3 

310  12.5  540  5.9 

311  12.5  265  10.2 


Duke  Power 
Grand  Union 
Revere  Copper 
Texas  Gas  Trans 


356  11.6 

357  11.6 
357  11.6 
359  11.6 


Lone  Star  Gas 
Provident  Life 
Allegheny  Ludlum 


360  11.6 

361  11.6 

362  11.5 


438  7.3 

529  6.0 

176  11.9 

434  7.3 


209  11.2 

252  10.5 

150  12.4 

221  11.0 


550  5.7 

280  10.0 

463  7.0 

478  6.7 


367  8.4 

297  9.7 

342  8.9 

346  8.8 


591  4.7 

285  9.9 

287  9.9 

390  8.0 


468  6.8 

502  6.4 

357  8.7 

305  9.5 


363  8.5 

168  12.0 

288  9.8 

257  10.4 


399  7.9 

530  6.0 

562  5.5 

364  8.5 


522  6.1 

243  10.6 

245  10.6 

366  8.5 


299  9.7 

182  11.7 

419  7.5 

344  8.8 


311  9.4 

200  11.4 

459  7.0 

202  11.3 


525 
276 
429 
494 


6.1 

lO.C 
7.4 
6.5 


"Not  available;  not  ranked.        def.— Deficit. 


COMPANY 


467  6.8 
193  11.6 
321      9.3 


5-Year 

Return  on 

Equity 

Per- 
Rank    cent 


5-Year 

Return  on 

Total  Capital 

Per- 
Rank  cent 


Carrier 

Standard  Oil  (Calif) 
Florida  Power  &  Lt 
Universal  Oil 


363  11.5  325  9.1 

363  11.5  246  10.5 

365  11.5  470  6.7 

365  11.5  329  9.0 


Crocker  National 
Pillsbury 

Needham  Packing 
Warnaco 


367  11.5 

368  11.4 

369  11.4 
369  11.4 


Marshall  Field 
Bell  &  Howell 
Westinghouse 
Union  Carbide 


371  11.4 

372  11.4 
372  11.4 
374  11.3 


Del  Monte 
Natl  Bank  of  Detroit 
Columbia  Gas  System 
Northwest  Bancorp 


375  11.3 

375  11.3 

377  11.3 

377  11.3 


Questor 
Cities  Service 
Southwestern  Life 
National  General 


377  11.3 

380  11.2 

381  11.2 

382  11.2 


Northeast  Utilities 
Air  Products  &  Chem 
North  Amer  Rockwell 
R  R  Donnelley  &  Sons 


382  11.2 

384  11.2 

385  11.2 

386  11.2 


Continental  Oil 
Ogden 

United  Aircraft 
Aluminum  Co  America 


387  11.2 

388  11.1 

389  11.1 

390  11.0 


H  J  Heinz 

Mfrs  Hanover  Trust 
North  Amer  Philips 
Pacific  Gas  &  Elec 


390  11.0 

392  11.0 

392  11.0 

392  11.0 


American  Can 
Chi  Bridge  &  Iron 
Parke,  Davis 
Kendall 


395  10.9 

396  10.9 
396  10.9 
398  10.9 


Alcan  Aluminum 
Rohm  &  Haas 
Philadelphia  Elec 
Otis  Elevator 


399  10.8 

399  10.8 

401  10.8 

402  10.8 


Fruehauf 
Cudahy 
Mobil  Oil 
White  Motor 


403  10.8 

404  10.8 

405  10.7 

406  10.7 


First  Natl  Bk  Boston 

NLT 

Thiokol  Chemical 

American  Natural  Gas 


407  10.6 

408  10.5 

409  10.5 

410  10.5 


Johns-Manville 
Midland-Ross 
Am  Broadcasting  Cos 
Western  Bancorp 


410  10.5 

412  10.5 

413  10.4 

414  10.4 


Northern  Natural  Gas 
i    General  Public  Util 
Carborundum 
^ells  Fargo 


415  10.4 

416  10.4 

417  10.4 
417  10.4 


le  South  Util 
n  World  Airways 
Zellerbach 


419  10.4 

420  10.4 

421  10.3 


347  8.8 

328  9.1 

286  9.9 

354  8.7 


272  10.1 

303  9.5 

323  9.2 

354  8.7 


337  8.9 

232  10.8 

490  6.5 

255  10.4 


274  10.1 

358  8.6 

207  11.2 

544  5.8 


570  5.3 

508  6.3 

276  10.0 

234  10.8 


333  9.0 
335  9.0 

334  9.0 
459  7.0 


386  8.1 

224  11.0 

224  11,0 

547  5.7 


411  7.7 

267  10.2 

253  10.4 

344  8.8 


528  6.0 

231  10.8 

550  5.7 

271  10.1 


394  8.0 

360  8.5 

303  9.5 

330  9.0 


244  10.6 

248  10.5 

317  9.3 

555  5.6 


259  10.3 

359  8.6 

433  7.3 

317  9.3 


537  5.9 

593  4.6 

339  8.9 

356  8.7 


565  5.5 
568  5.4 
434   7.3 


COMPANY 


5-Year 

Return  on 

Equity 

Per- 
Rank  cent 


Evans  Products 

Ford 

Bendix 

■Southern  Cal  Edison 


421  10.3  486  6.6 

423  10.3  321  9.3 

424  10.3  273  10.1 
424  10.3  563  5.5 


InternatI  Utilities  426  10.3 

Niagara  Mohawk  Power  427  10.3 

Croweil-Coll  &  Macm  428  10.3 

Hammermill  Paper  429  10.2 

Owens-Corning  Fiberg  429  10.2 

US  Plywood-Champion  431  10.2 

Consumers  Power  432  10.2 

Chemetron  433  10.2 


Dayton  Hudson 
Lockheed  Aircraft 
Chase  Manhattan 
Collins  Radio 


434 
435 
436 
437 


10.2 
10.1 
10.1 
10.1 


Armstrong  Cork 
Southern  Company 
Standard  Oil  (Ind) 
Conill 


438 
438 
440 
441 


10.0 
10.0 
10.0 
10.0 


Super  Food  Services 
Allied  Mills 
Kelsey-Hayes 
Getty  Oil 


442 
443 
444 
445 


10.0 

10.0 

9.9 

9.9 


Air  Reduction 
Amstar 

Connecticut  General 
Detroit  Edison 


446 
446 
448 
449 


9.9 
9.9 
9.8 
9.8 


Uniroyal 

Bankers  Trust  N  Y 
Food  Fair  Stores 
First  Natl  City  Corp 


450 
451 
452 
453 


9.8 
9.8 
9.7 
9.7 


Western  Air  Lines 
Charter  N  Y  Corp 
Bemis 
International  Paper 


457 
459 
460 
460 


9.7 
9.7 
9.6 
9.6 


Borg-Warner 
Hilton  Hotels 
New  England  Electric 
Stanley  Works 


462 
462 
462 
465 


9.6 
9.6 
9.6 
9.6 


Wisconsin  Elec  Power 
Diamond  Shamrock 
Pennwalt 
Monsanto 


466 
467 
468 
469 


9.6 
9.6 
9.5 
9.5 


Lincoln  National 
J  P  Morgan  &  Co 
Spartans  Industries 


478 
479 
479 


9.4 
9.3 
9.3 


United  Merch  &  Mfrs 

453 

9.7 

409 

7.7 

Columbia  Pictures 

455 

9.7 

517 

6.1 

Natl  Distil  &  Chem 

455 

9.7 

530 

6.0 

F  W  Wootworth 

457 

9.7 

388 

8.1 

560  5.6 

381  8.2 

371  8.3 

445  7.2 


American  Tel  &  Tel 

470 

9.5 

457 

7.1 

Kimberly-Clark 

470 

9.5 

397 

7J 

Signal  Companies 

470 

9.5 

404 

7J 

Amsted  Industries 

473 

9.5 

308 

9, 

Fairmont  Foods 

474 

9.4 

407 

7J 

National  Steel 

474 

9.4 

395 

7.! 

InternatI  Basic  Econ 

476 

9.4 

405 

7.1 

Olin  Corp 

477 

9.4 

478 

&' 

311  9 
342  8. 
422      7. 
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Texaco  believes  that  spending  money  for  the 
preservation  of  our  environment  is  a  solid  invest- 
ment in  the  future— a  blue  chip  investment.  Blue 
chips  come  with  a  high  price  tag,  but  they  pay  div- 
idends for  a  long,  long  time. 

Last  year  Texaco  took  $51.9  million— almost 
a  million  dollars  every  week— and  invested  it  in 
the  preservation  of  our  environment.  This  figure 
includes  $16.8  million  for  new  capital  investment, 
$32.1  million  for  operating  and  maintaining  equip- 

FORBES.    JANUARY    1,    1971 


ment,  and  $3  million  for  research  and  administra- 
tion of  the  overall  program. 

Texaco  will  continue  to  invest  in  the  environ- 
ment. The  Company  is  firmly  committed  to  the 
continual  upgrading  of  its  pollution  abatement 
equipment  and  procedures.  This  commitment 
requires  large  amounts  of 
money,  but  it  is  money  spent  |TEXACO| 
on  an  attractive  blue  chip  in- 
vestment: everybody's  future.    Working  to  keep  your  trust 
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This  machine 
won't  keep  the  wolves  from  the  door. 

But  it  may  help  tame  the  bears  and  the  bulls. 


Things  have  been  pretty  rough  on  the  Street 
lately. 

Only  the  best  informed  brokers  have  been  able  to 
make  the  right  decisions.  But  right  decisions  re- 
quire right  information.  And  that's  hard  to  come  by 
in  a  hurry. 

Which  is  where  this  machine  comes  in! 

It's  one  of  our  family  of  Ultronic^  Videomaster'" 
terminals,  linked  to  a  100,000-mile  international 
stock  and  commodity  quotation  and  information 
network;  a  system  that  provides  information  for 
•brokers  on  six  continents.  Eighteen  types  of  infor- 
mation. 

The  newest  member  of  our  family,  the  Video- 
master  H  unit,  does  even  more.  In  addition,  it  gives 
access  to  all  the  customer  and  research  informa- 
tion in  the  broker's  own  in-house  computer. 

With  a  phone  in  one  hand,  a  broker  can  use  his 
other  hand  to  make  a  complete  check  on  the  stock 
a  customer  wants,  the  customer's  buying  power, 
and  the  company  analyst's  opinion  of  the  stock. 
Then  when  our  newest  computer  service  goes  into 


effect,  he  can  place  the  order  as  well. 

All  in  a  few  seconds.  All  by  pushinga  few  buttons 
on  the  keyboard. 

Videomaster  terminals  won't  solve  all  of  Wall 
Street's  problems  all  by  themselves.  But  they  are 
giving  more  brokers  more  information  so  they  can 
solve  their  own  problems. 

Wall  Street  isn't  the  only  place  Ultronic  Systems 
is  helping  people  get  information.  Quite  a  few  major 
companies  are  using  our  data  communications 
systems  and  products:  video  and  hard  copy  termi- 
nals, data  sets,  multiplexers,  communication  inter- 
face processors.  And  we  service  them  all  with  our 
own  staff  of  full-time  technicians  in  56  major  cities. 

That's  what  GT&E  Information  Systems  Inc.  is  all 
about.  Getting  you  the  information  you  need  to 
make  the  decisions  you  face.  Whether  you  need  a 
single  remote  terminal  or  a  complete  facilities  man- 
agement operation,  we  have  the  unique  blend  of 
products,  support,  and  services  to  provide  it. 

And  we'll  be  happy  to  help  you  tame  the  bears 
and  take  the  bulls  by  the  horns. 


Introducing  GT&E  Information  Systems : 

Four  Corporate  Drive,  White  Plains,  N.Y.  10604,  a  part  of  General  Telephone  &  Electronics. 
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Who's  Where  in  Profitability 


5-Yaar 

Return  on 

Equity 

Per- 


5-Year 

Return  on 

Total  Capital 

Per- 


COMPANY 


Rank    cent     Rank  cent 


Pullman 

481 

9.3 

389 

8.0 

Chemical  New  York 

482 

9.3 

341 

8.9 

Cutler-Hammer 

483 

9.3 

416 

7.6 

Deere  &  Co 

484 

9.3 

416 

7.6 

Dravo 

•     485 

9.2 

412 

7.6 

Transamerica 

485 

9.2 

387 

8.1 

Gould 

487 

9.2 

392 

8.0 

Alexander  &  Baldwin 

488 

9.2 

369 

8.4 

Anaconda 

489 

9.2 

376 

8.3 

Allied  Chemical 

490 

9.2 

491 

6.5 

Gamble-Skogmo 

491 

9.2 

564 

5.5 

General  Cigar 

491 

9.2 

546 

5.8 

Natl  Cash  Register     . 

491 

9.2 

380 

8.2 

,  Westvaco 

494 

9.2 

474 

6.7 

JeRerson-Pilot  Corp 

495 

9.1 

327 

9.1 

Lone  Star  Cen^ent 

495 

9.1 

484 

6.6 

Carson  Pirie  Scott 

•    497 

9.1 

470 

6.7 

Sjrlhjons 

497 

9.1 

383 

8.2 

St  Paul  Companies 

499 

9.1 

«# 

A  0  Smith 

500 

9.1 

413 

7.6 

Armco  Steel 

501 

9.1 

446 

7.2 

El  Paso  Natural  Gas 

501 

9.1 

586 

4.8 

Sherwin-Williams 

503 

9.0 

370 

8.3 

UAL 

504 

9.0 

586 

4.8 

Del  E  Webb 

505 

8.9 

592 

4.7 

Phillips  Petroleum 

505 

8.9 

439 

7.3 

West  Point-Pepperell 

507 

8.9 

348 

8.8 

Boeing 

508 

8.9 

413 

7.6 

Kaiser  Industries 

508 

8.9 

450 

7.2 

A  E  Staley  Mfg 

510 

8.9 

373 

8.3 

Borden 

511 

8.9 

420 

7.5 

Chrysler 

511 

8.9 

431 

7.4 

Di&iorglo 

511 

8.9 

481 

6.6 

SCM 

514 

8.8 

384 

8.2 

Con  Natural  Gas 
Castle  &  Cooke 


515 
516 


3.8      515     6.2 
3.8      437     7.3 


ES8 

Foster  Wheeler 
Sou  New  England  Tel 
May  Dept  Stores 


516 
518 
518 
520 


8.8  418  7.6 

8.8  406  7.8 

8.8  512  6.3 

8.8  487  6.6 


Hrst  Chicago  Corp 
Distillers  Corp-Seag 
American  General  Ins 
inland  Steel 


521 
522 
523 
524 


8.7  350  8.7 

8.7  459  7.0 

8.7  352  8.7 

8.7  429  7.4 


Reynolds  Metals 

General  Instrument 

Pet 

Allied  Stores 


525 
526 
527 
528 


8.7  574  5.2 

8.7  395  7.9 

8.6  458  7.0 

8.5  572  5.2 


Sunbeam 

529 

8.5 

415 

7.6 

Great  Att  &  Pac  Tea 

530 

8.4 

384 

8.2 

Mellon  Natl  Bank 

531 

8.4 

368 

8.4 

W  R  Grace 

532 

8.4 

502 

6.4 

Thriftimart 
G  C  Murphy 
MCA 
Pacific  Lighting 

Twentieth  Cent-Fox 
Amfac 

Cannon  Mills 
Republic  Steel 


533 
534 
535 
535 


537 
538 
538 
540 


8.4  491  6.5 

8.4  401  7.9 

8.4  424  7.4 

8.4  567  5.4 


8.3  512  6.3 

8.2  464  6.9 

8.2  381  8.2 

8.2  483  6.6 


COMPANY 


5-Year 

Return  on 

Equity 

Per- 

Rank    cent 


S-Year 

Return  on 

Total  Capital 

Per- 
Rank  cent 


Liggett  &  Myers 
Consolidated  Edison 
Bethlehem  Steel 
Havatampa  Cigar 


541 
542 
543 
544 


8.1  398  7.9 

8.1  599  4.4 

8.1  446  7.2 

8.0  401  7.9 


Koppers 
Cyclops 

Babcock.&  Wilcox 
Stokely-Van  Camp 


545 
546 
547 
548 


8.0  497  6.4 

8.0  484  6.6 

8.0  408  7.7 

8.0  477  6.7 


B  F  Goodrich 
Armour 

Internatl  Multifoods 
CNA  Hnancial 


549 
550 
551 
552 


7.9  478  6.7 

7.9  545  5.8 

7.9  536  6.0 

7.7  424  7.4 


Trans  World  Airlines 

Norton 

Interiake 

Mead 


553 
554 
555 
556 


7.7 
7.7 
7.7 
7.7 


USM  560 

Norfolk  &  Western  562 

J  P  Stevens  563 

Pac  Gamble  Robinson  564 


Safeco 

Internatl  Harvester 
Crane 
Dillingham  Corp 


565 
566 
567 
568 


Union  Pacific 
Potlatch  Forests 
Massey-Ferguson 
Maremont 


573 
574 
575 
576 


Brunswick 
GAF  Corp 
American  Nat  Ins 
National  City  Lines 


577 
578 
579 
580 


IntI  Minerals  &  Chem 

Chubb 

Marcor 

Allied  Supermarkets 


581 
582 
582 
584 


Acme  Markets 

M  Lowenstein  &  Sons 

Control  Data 

U  S  Fidelity  &  Guar 


585 
585 
587 
588 


Murphy  Oil 
National  Gypsum 
United  States  Steel 
Eastern  Air  Lines 


589 
589 
591 
592 


Southern  Railway 
Travelers 
Southern  Pacifc 
Arden-Mayfair 


593 
594 
595 
596 


Flintkote 
Curtiss-Wright 
Penn  Fruit 
J  J  Newberry 


596 
598 
598 
600 


606  4.2 

444  7.2 

497  6.4 

469  6.8 


PPG  Industries 

557 

7.6 

474 

6.7 

St  Regis  Paper 

558 

7.6 

517 

6.1 

United  States  Gypsum 

559 

7.6 

456 

7.1 

National  Tea 

560 

7.5 

500 

6.4 

7.5  441  7.2 

7.5  557  5.6 

7.5  527  6.1 

7.5  499  6.4 


7.4  432  7.4 

7.3  504  6.4 

7.3  534  6.0 

7.3  569  5.3 


Metro-Goldwyn-Mayer  569  7.2  501  6.4 

Mohasco  Industries  570  7.2  522  6.1 

.  National  Industries  571  7.1  565  5.5 

American  Standard  572  7.1  520  6.1 


7.0  516  6.2 

6.9  559  5.6 

6.8  508  6.3 

6.8  560  5.6 


6.8  585  4.8 

6.8  541  5.9 

6.7  473  6.7 

6.7  543  5.9 


6.6  577  5.1 

6.5  493  6.5 

6.5  613  3.9 

6.5  538  5.9 


6.4  525  6.1 

6.4  578  5.0 

6.4  555  5.6 

6.3  510  6.3 


6.2  542  5.9 

6.2  553  5.6 

6.2  575  5.1 

6.2  617  3.5 


6.1  582  4.9 

6.0  530  6.0 

6.0  590  4.7 

6.0  612  3.9 


6.0  583  4.9 

6.0  552  5.7 

6.0  579  5.0 

5.7  589  4.7 


5-Year 

5-Year 

^ 

Return  on 

Return  on 

Equity 

Total  Capital 

Per- 

Per- 

COMPANY 

Rank 

cent 

Rank 

cent 

Swift 

601 

5.7 

588 

4.8 

Illinois  Central  Ind 

602 

5.7 

602 

4.3 

C&O/B&O  Railroads 

603 

5.3 

611 

4.0 

Anderson,  Clayton 

604 

5.2 

597 

4.5 

Western  Union 

605 

5.2 

603 

4.3 

H  K  Porter 

606 

5.1 

596 

4.5 

Cram  &  Forster 

607 

5.1 

576 

5.1 

Continental  Corp 

608 

5.0 

580 

4.9 

Missouri  Pacific  R  R 

609 

5.0 

625 

2.9 

City  Stores 

610 

5.0 

599 

4.4 

Fairchild  Camera 

610 

5.0 

610 

4.0 

Federal  Natl  Mortge 

612 

5.0 

«« 

Aetna  Life  &  Caslty 

613 

4.9 

581 

4.9 

Uygrade  Food  Prods 

614 

4.9 

609 

4.1 

Louis  &  Nashville  RR 

■     615 

4.8 

615 

3.7 

Archer-Daniels-Mid 

616 

4.6 

594 

4.6 

Dan  River 
Cone  Mills 
Santa  Fe  Industries 
American  Bakeries 


617  4.6 

618  4.6 
618  4.6 
620  4.5 


Allis-Chalmers 

Comsat 

Bohack 

Seaboard  Coast  Line 


625 
626 
627 
628 


3.8 
3.7 
3.6 
3.5 


Budd 

Springs  Mills 

Admiral 

Ubby,  McNeill  &  Lib 


629 
630 
631 
632 


3.4 
3.2 
3.0 
2.5 


Wheeling-Pitts  Steel 
First  Natl  Stores 
Penn  Central 
Chi  Milw  St  P  &  Pac 


633 
634 
635 
636 


2.3 
1.6 
1.4 
1.2 


American  Motors 
Northeast  Airiine 
Rath  Packing 
Chicago  Rock  Island 


637 
638 
639 
640 


0.9 
0.3 
0.1 
def. 


Alexander's 
Amerada  Hess 
Atlantic  Richfield 
Bangor  Punta 


Boise  Cascade 
Bunker-Ramo 
Burlington  Northern 
Colt  Industries 


Daniel  Construction 
Great  North  Nekoosa 
Great  Western  United 
Kinney  Natl  Service 


Leasco  Data  Process 
Lykes-Youngstown 
Northwest  Industries 
NVF 


Ralph  M  Parsons 
Sybron 
United  Brands 


606  4.2 

601  4.4 

613  3.9 

616  3.6 


Jones  &  Laughlin 

620 

4.5 

608 

4.1 

Morrison-Knudsen 

622 

4.5 

597 

4.5 

McLouth  Steel 

623 

4.4 

604 

4.2 

INA 

624 

4.2 

604 

4.2 

618  3.4 

618  3.4 

622  3.0 

623  3.0 


620  3.4 

621  3.2 
623  3.0 
626  2.2 


627  2.2 

628  1.6 

629  1.4 

630  1.2 


631  0.9 

632  0.3 

633  0.1 

634  def. 


^ 


"Not  available;  not  ranked.        def.— Deficit. 
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Johnnie  Walker"  Black  Label  !2  Year  Old  Blended  Scotch  Whisky,  86.8  Proof.  Bottled  in  Scotland 
Imported  by  Somerset  Importers.  Ltd..  NY  .  N.Y.  Prices  may  vary  according  to  state  and  locai  taxes. 


^ 


s 


i^i. 


Refills  available.  About  $60. 

Johnnie  Walker  Black  Label  Six-Pack,  about  $60.  Sold  separately,  abour  $10  a  fifth. 


The  last  great  advance  in  desks 


47  years  ago  we  at  GF  made  the  first  four-legged  '-s. 

pedestal  office  desk  on  a  production  line.  Ifs  been  copied 
a  million  times.  And  it's  so  popular  we  still  make  it, 

in  ail  that  time,  however,  we  haven't  been  sitting  on  our  hands. 
Besides  improving  what  we  have,  we've  designed  a  desk 
that's  completely  different. 

It's  called  the  Davis  Allen  Desk.  It  was  designed  by  Davis  Allen 
of  Skidmore,  Owings  &  Merrill. 

We  won't  tell  you  how  good  it  looks.  You  can  see  for  yourself. 

What  we  will  tell  you  is  that  it  comes  in  several  sizes.  Walnut,  American  oak,  and 
teak  are  standard  woods.  And  the  range  of  colors  in  metal  panels  is  virtually  limitless. 

And  if  you  look  for  the  wires  leading  from  the  electrical  paraphernalia  on 
the  desk,  you'll  realize  another  unusual  thing:  the  Davis  Allen  Desk 
is  the  first  desk  designed  to  take  account  of  electricity. 

Because  of  all  these  things,  you  could  say  that  the  Davis  Allen  Desk 
is  the  first  custom-made  desk  made  on  the  production  line. 

The  Davis  Allen  Desk.  Part  of  the  Davis  Allen  Collection.  The  General 
Fireproof ing  Company,  Youngstown,  Ohio  44501. 


SIDE  CMurR  PICTURED  ABOVE,   OESIQNEO  BY  Z0GR»PHO5,  AVAILABLE  FROI 


las  madetivl924 


The  Davis  Allen  Desk. 


GF  Business  Equipment 


When  they  look  at  us,  they  see  a  little  of  you. 


>X^en  Union  Carbide  sends  its  people  to 
Asia,  AMca,  South  America  and  even 
Europe,  they  represent  a  country  as  well 
as  a  company. 

So  while  we're  out  to  make  money 
abroad,  we're  also  out  to  make  friends 
abroad. 

Sometimes,  if  s  as  simple  as  knowing 
local  customs. 

In   Singapore,  our  Eveready  battery 
plant  has  a  cafeteria  that  serves  three  dif- 
ferent menus.  To  meet  the  dietary,  ethnic 
and  religious  needs  of  our  Indian,  Chi- 
nese and  Malaysian  employees. 

Othertimes,  making  friends  and  mak- 
ing money  is  a  little  more  complex. 


To  mine  huge  manganese  deposits  in 
Ghana,  we  built  a  whole  town.  From  the 
ground  up.  Later,  we  put  a  plastics  plant 
in  Ghana.  And  then  a  battery  plant  And 
made  even  more  friends. 

None  of  this  is  our  newest  idea.  If  s 
something  Union  Carbide  discovered 
long  before  international  business  was 
fashionable. 

And  if  s  all  quite  simple. 

Overseas,  we're  you. 


THE  DISCOVERY  COMPANY 
270  Park  Ave..  New  York.  NY.  10017 


Who's  Where 
in  the 


Stock  Market 


In  the  wake  of  the  worst  stock  market  collapse  since 
1929,  one  might  expect  nothing  but  disaster  on  the  fol- 
lowing list,  which  shows  how  stocks  of  the  largest 
U.S.  companies  fared  over  the  past  five  years.  But  look 
again.  You  would  have  at  least  doubled  your  money  if 
you'd  bought  stock  in  any  of  the  top  10%  five  years  ago. 

The  trick,  of  course,  would  have  been  to  pick  the  top 
10%.  For  the  odds  on  making  money  were  against  you. 
Over  half  (354)  of  the  companies  rated  declined  in 
value  in  the  past  five  years.  (If  you  had  put  all  your 
money  in  Pet,  No.  293,  you  would  have  come  out  even. ) 

Of  the  top  60  companies,  nearly  half  were  newcomers, 
underscoring  the  sharp  shift  in  rankings  that  took  place 
in  1970.  Gone  from  the  very  top  of  the  list  are  many  of 
the  companies  that  had  .so  captivated  Wall  Street— for  a 
time.  A-T-O  went  from  8  to  480;  White  Consolidated 
from  18  to  209;  Teledyne  from  19  to  120. 

By  and  large,  the  big  gainers  were  conservative  blue 
chips  like  H.J.  Heinz  (up  78  places),  Tecumseh  Prod- 
ucts (up  110  places)  and  J.C.  Penney  (up  112  places), 
or  management  turnaround  situations  like  Cudahy  (up 
252  places),  Liggett  &  Myers  (up  289  places)  or  Mar- 
cor  (up  178  places). 

Such  market  turmoil  wasn't  a  pleasant  experience  for 
anyone.  But  that's  how  rampant  speculation  has  always 
ended  in  the  past— and  will  end  in  the  future.   ■ 


Total 

Latest 

Shares 

Market 

12-Month 

Indicated 

Price/ 

Rank 

COMPANY 

5-Vear 

1966-1970 

Recent 

Outstanding 

Value 

Earnings 

1970 

Earnings 

•70 

■69 

Pric*  Gain 

Price  Range 

Price 

(thousands) 

(millions) 

Per  Share 

Dividend 

Ratio 

1 

10 

Fedderj 

749.2% 

383/4 

•      23/4 

383/4 

10,636 

$412 

$1.57 

$0.40 

25 

2 

16 

Mattel 

725.8 

40 

-      25/8 

40 

13,602 

544 

1.14 

0.10 

35 

3 

2 

Lo«w's 

715.6 

61 '/2 

23/4 

325/8 

14,438 

471 

2.30 

0.35 

14 

4 

• 

Tandy 

555.7 

683/4 

-      5'/8 

50 

4,063 

203 

2.32 

none 

22 

5 

11 

Melville  Shoe 

483.9 

40'/8 

6'/8 

40^8 

11,476 

469 

1.71 

0.75 

24 

6 

7 

Fisher  Foods 

477.4 

36 

2 

11 

5,229 

58 

0.91 

0.20 

12 

7 

5 

Hilton  Hotels 

381.2 

7078 

6'/8 

40 

7,356 

294 

2.04 

1.00 

20 

8 

6 

Holiday  Inns 

367.9 

473/8 

■       63/8 

37 

25,068 

928 

1.23 

0.22 

30 

9 

4 

Burroughs 

365.2 

1723/4 

245/8 

116 

17,232 

1,999 

3.63 

0.60 

32 

10 

59 

Pittston 

356.0 

421/2 

61/2 

41i/« 

15,107 

623 

1.82 

0.47 

23 

11 

12 

S  S  Kresge 

324.7 

61 

11 '/8 

565/8 

34,685 

1,964 

1.69 

0.43 

34 

12 

34 

Lucky  Stores 

318.2 

355/8 

65/8 

355/8 

12,307 

438 

1.79 

0.88t 

20 

13 

• 

AIco  Standard 

300.0 

401/2 

43/8 

171/4 

6,447 

111 

1.52 

0.27 

11 

14 

36 

Jim  Walter 

293.4   . 

4278 

45/8 

321/8 

10,705 

344 

1.15 

0.40 

28 

15 

13 

Engelhard  Min  &  Chem 

263.4 

43V2 

63/g 

23 

25,307 

582 

1.33 

0.40 

17 

16 

• 

American  Petrofina 

241.0 

36 

71/4 

26 

7,649 

199 

2.99 

1.05 

9 

17 

22 

Anheuser-Busch 

236.6 

793/4 

215/8 

77 

22,290 

1,716 

2.83 

0.85 

27 

18 

25 

American  Express 

235.5 

793/4 

22 

78 

15,036 

1,173 

3.45 

1.15 

23 

19 

64 

Philip  Morris 

225.4 

493/8 

121/4 

48 

22,565 

1,083 

3.14 

1.00 

15 

20 

1 

Leasco  Data  Process 

2194 

57'/« 

33/4 

123/g 

9,817 

121 

1.62 

none 

8 

.21 

35 

Johnson  &  Johnson 

206.3 

603/8 

153/8 

585/8 

55,341 

3,244 

1.42 

0.34 

41 

22 

• 

Amerada  Hess 

193.8 

59y8 

191/2 

451/2 

11,114 

506 

2.70 

0.30t 

17 

23 

75 

Coastal  States  Gas 

190.2 

493/4 

91/8 

461/2 

18,529 

862 

1.71 

none 

27 

24 

• 

Federal  Natl  Mortge 

188.6 

63'/4 

14'/8 

6O1/4 

8,686 

523 

0.63 

0.96 

- 

25 

3 

Whittaker  Corp 

183.8 

45'/8 

23/4 

73/4 

18,040 

140 

0.36 

none 

22 

26 

27 

United  Brands 

179.9 

583/8 

41/8 

151/2 

8,228 

128 

1.16 

0.15 

13 

27 

51 

Schlumberger 

177.2 

IIOV2 

265/8 

86I/4 

11,566 

998 

4.16 

1.40 

21 

28 

79 

Georgia-Pacific 

176.3 

56 

12'/8 

531/4 

47,346 

2,521 

1.56 

0.80t 

34 

29 

145 

Weyerhaeuser 

173.0 

563/4 

14 

541/4 

60,785 

3,298 

1.96 

0.80 

28 

30 

54 

Jos  Schlitz  Brewing 

164.7 

85 

171/2 

651/2 

9,648 

632 

3.04 

1.40 

22 

31 

44 

Heublein 

162.9 

473/g 

141/4 

47 

10,620 

499 

1.50 

0.80 

31 

32 

112 

Oscar  Mayer 

152.8 

223/4 

9 

223/4 

9,206 

209 

1.64 

0.56 

14 

33 

• 

Fischbach  &  Moore 

15U 

35 

9 

30 

2,531 

76 

2.04 

0.80 

15 

34 

38 

AMP 

147.6 

59 

211/8 

571/4 

12,252 

701 

2.01 

0.58 

28 

35 

29 

Amer  Hospital  Supply 

1462 

471/2 

11% 

325/8 

33,701 

1,099 

0.80 

0.25 

41 

36 

• 

Flickinger 

140.9 

243/4 

53/8 

131/4 

1,059 

14 

1.66 

0.43 

8 

37 

50 

Eli  Lilly 

140.1 

109 

363/4 

lOOV* 

33,614 

3,370 

2.80 

1.30 

36 

38 

175 

Geo  A  Hormel 

140.0 

501/8 

121/2 

39 

2,380 

93 

4.17 

1.40 

9 

'Not  ranked  las 

t  year.        tPlus  stock.        det.-Deficit. 
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Who's  Where  in  the  Stock  Market 


Total 

Latest 

Shares 

Market 

12-Month 

Indicated 

Price/ 

Rank 

COMPANY 

5Year 

19661970 

Recent 

Outstanding 

Value 

Earnings 

1970 

Earnings 

'70       -69 

Price  Gain 

Price  Range 

Price 

(thousands) 

(millions) 

Per  Share 

Dividend 

Ratio 

39 

45 

Sperry  &  Hutchinson 

137.80/ott 

593/4. 

165/8 

44 

10,590 

$466 

$3.34 

$1.00 

13 

40 

292 

Cudahy 

137.2 

2778- 

55/8 

163/8 

2,434 

40 

2.01 

nonet 

8 

41 

103 

Revlon 

135.8 

743/8- 

221/2 

68 

11,911 

810 

2.20 

1.00 

31 

42 

66 

Pabst  Brewing 

133.8 

53     - 

141/8 

471/2 

9,524 

452 

2.04 

0.65 

23 

43 

63 

Emerson  Electric 

133.8 

657/8- 

233/4 

64'/8 

22,126 

1,435 

2.30 

1.04 

28 

44 

* 

Genuine  Parts 

130.9 

34V4- 

9% 

341/8 

6,977 

238 

1.57 

0.73 

22 

45 

* 

Wetterau  Foods 

130.8 

285/8- 

81/8 

203/4 

3,242 

67 

1.27 

0.44t 

16 

46 

128 

Eastern  Gas  &  Fuel 

128.9 

4iy2- 

11 

35% 

9,805 

352 

1.87 

nonet 

19 

47 

55 

ARA  Services 

127.8 

125    - 

421/2 

1123/4 

4,965 

560 

3.52 

1.01 

32 

48 

53 

Avon  Products 

126.4 

92'/4- 

33 

813/8 

57,496 

4,679 

1.60 

1.08 

51 

49 

91 

Norris  Industries 

126.2 

mz- 

81/4 

23 

4,200 

97 

2.46 

0.80 

9 

50 

90 

Malone  &  Hyde 

121.7 

28    - 

91/2 

213/4 

3,831 

83 

1.38 

0.41 

16 

51 

* 

Clark  Oil  &  Refining 

116.0 

653/4- 

83/8 

201/4 

7,117 

144 

1.50 

0.40 

14 

52 

77 

Black  &  Decker 

113.5 

551/4- 

20 

531/8 

11,083 

589 

1.74 

0.84 

31 

53 

39 

Giant  Food 

112.1 

25'/8- 

53/4 

171/2 

2,910 

51 

1.65 

0.55 

11 

54 

43 

Zaie 

111.2 

61     - 

125/8 

341/2 

6,993 

241 

1.90 

0.64 

18 

55 

240 

Studebaker-Worthing 

107.4 

72'/4- 

231/8 

491/4 

4,522 

223 

6.05 

1.00 

8 

56 

20 

City  Investing 

106.3 

391/4- 

6 

151/2 

20,947 

325 

1.40 

0.45t 

11 

57 

85 

Carnation 

105.0 

1151/2- 

501/8 

1051/2 

7,641 

806 

5.47 

1.80 

19 

58 

15 

Marriott 

103.1 

393/8- 

85/8 

261/4 

12,459 

327 

0.93 

nonet 

28 

59 

23 

U  S  Industries 

102.8 

363/4- 

61/4 

17% 

22,763 

407 

2.29 

0.50 

8 

60 

149 

Getty  Oil 

102.7 

1101/2- 

345/8 

741/2 

19,697 

1,467 

4.91 

1.06 

15 

61 

332 

Campbell  Taggart 

102.0 

58    - 

171/4 

491/2 

2,234 

111 

4.13 

1.80 

12 

62 

375 

Hoover 

98.0 

391/2- 

131/2 

375/8 

6,598 

248 

2.64 

1.40 

14 

63 

173 

Tecumseh  Products 

97.3 

152     - 

501/2 

146 

1,823 

266 

11.04 

3.15 

13 

64 

• 

Howmet 

96.3 

505/8- 

10 

193/4 

7,586 

150 

1.77 

0.70t 

11 

65 

102 

Coca-Cola 

95.9 

87    - 

353/4 

841/4 

59,610 

5,022 

2.33 

1.44 

36 

66 

42 

Kinney  Natl  Service 

94.9 

44y8- 

11% 

285^ 

10,968 

314 

1.90 

0.25 

15 

67 

78 

IBM 

93.5 

387    - 

1411/8 

314 

113,718 

35,707 

8.68 

4.80 

36 

68 

69 

Cook  United 

93.1 

5078- 

11  ¥4 

293/8 

3,886 

114 

2.32 

0.50 

13 

69 

61 

Occidental  Petroleum 

92.9 

543/4- 

101/2 

19% 

52,013 

1,034 

2.67 

i.oot 

7 

70 

152 

Southland  Corp 

91.9 

42%- 

115/8 

32 

7,986 

256 

1.73 

0.24t 

18 

71 

9 

Fuqua  Industries 

91.0 

441/4- 

53/4 

123/8 

6,314 

78 

1.62 

nonet 

8 

72 

60 

Halliburton 

90.5 

6O1/2- 

I6I/2 

45 

17,194 

774 

2.79 

1.05 

16 

73 

161 

Interco 

87.6 

541/2- 

151/2 

373/4 

7,259 

274 

3.29 

1.10 

11 

74 

127 

Quaker  Oats 

85.3 

431/2- 

151/8 

471/4 

12,557 

593 

2.27 

0.96 

21 

75 

' 

Penn  Fruit 

84.6 

22     - 

6 

15 

1,490 

22 

1.11 

none 

14 

76 

143 

Mercantiit  Stores 

81.9 

751/2- 

271/8 

751/2 

2,948 

223 

4.79 

1.40 

16 

77 

* 

Del  E  Webb 

80.5 

235/8- 

21/4 

91/4 

8,046 

74 

0.46 

none 

20 

78 

17 

Dillingham  Corp 

80.1 

411/2- 

5Vs 

103/4 

11,355 

122 

0.25 

0.40 

43 

79 

30 

Carrier 

80.0 

431/2- 

131/8 

325/8 

15,388 

502 

1.47 

0.60 

22 

80 

251 

Southern  Natural  Gas 

78.9 

59     ■ 

251/4 

581/8 

10,046 

584 

3.60 

1.40 

16 

81 

283 

Texas  Eastern  Trans 

78.1 

41     - 

173/4 

395/8 

20,064 

795 

2.68 

1.43 

15 

82 

260 

Marcor 

77.5 

321/4- 

9y4 

301/2 

25,562 

780 

1.92 

0.65 

16 

83 

32 

National  Can 

76.6 

375/8- 

95/8 

221/2 

4,254 

96 

1.95 

0.43 

12 

84 

56 

Atlantic  Richfield 

73.5 

1353/4. 

341/4 

643/4 

44,279 

2,867 

3.73 

2.00 

17 

85 

134 

Brunswick 

72.8 

25    - 

6 

171/2 

18,666 

327 

0.96 

0.10 

18 

86 

151 

Nail  Service  Inds 

72.7 

30%- 

103/8 

221/2 

12,361 

278 

1.35 

0.60 

17 

87 

113 

Warner-Lambert 

72.3 

763/8- 

301/2 

70 

38,114 

2,668 

2.55 

1.18 

27 

88 

24 

Kaiser  Steel 

71.3 

821/2- 

16 

381/4 

6,810 

260 

2.45 

1.13 

16 

89 

189 

Archer-Daniels-Mid 

710 

39    - 

165/8 

313/4 

3,160 

100 

3.51 

0.95 

9 

90 

244 

Procter  &  Gamble 

7C.5 

601/8- 

301/8 

591/8 

81,560 

4,822 

2.71 

1.38 

22 

91 

68 

Essex  International 

70.3 

59    - 

15^/8 

335/8 

8,800 

296 

2.62 

1.20 

13 

92 

First  Bank  System 

iii'.la 

603/4- 

301/2 

603/4 

7,293 

443 

5.34 

2.20 

11 

93 

Simmons 

66.3 

613/4- 

251/2 

573/4 

2,873 

166 

3.29 

1.80 

18 

94 

172 

H  J  Heinz 

66.3 

39    - 

13^8 

363/8 

14,420 

525 

2.46 

0.94 

15 

95 

209 

Crum  &  Forster 

55.1 

631/2- 

191/2 

401/4 

5,444 

219 

2.90 

1.80 

14 

96 

Amfac 

G.'i.O 

623/8- 

16 

371/8 

4,780 

177 

2.45 

0.80 

15 

97 

* 

Chesebrough-PonJ's 

64.'j 

541/2- 

20 

431/2 

11,622 

506 

1.77 

1.01 

25 

98 

123 

Cambustion  Engine 

^4.7 

535/8- 

173/4 

535/8 

9,486 

509 

3.04 

1.25 

18 

99 

46 

Boise  Cascade 

e?.'? 

785/8- 

16'/8 

431/4 

29,993 

1,297 

1.87 

0.25t 

23 

100 

Allied  Mills 

61./ 

395/8 

133/8 

241/2 

2,741 

67 

2.68 

0.72 

9 

'Not  ranlied  last 

year         tPlus  slock.        del —Deficit. 

ttFour-year  price  gain. 
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Rank 
•70       '69 


COMPANY 


5-YMr 
Prica  Gain 


1966-1970 
Price  Range 


Recent 
Price 


Shares 
Outstanding 
(thousands) 


Total 

Market 

Value 

(millions) 


Latest 
12-Month 
Earnings 
Per  Share 


Indicated       Price/ 

1970         Earnings 
Dividend        Ratio 


101 

213 

J  C  Penney 

60.9% 

571/8 

243/8 

521/2 

51,684 

$2,173 

$2.07 

$1.00 

25 

102 

67 

Pueblo  International 

60.8 

263/g- 

678 

14'/8 

4,551 

68 

1.53 

0.28 

10 

103 

• 

Edison  Bros  Stores 

59.7 

563/, 

14 

233/4 

4,232 

101 

2.07 

1.00 

11 

104 

133 

Amer  Home  Products 

59.5 

71 '/8 

303/4 

671/2 

49,545 

3,344 

2.50 

1.55 

27 

105 

117 

Kerr-McGee 

59.0 

150 

59 

1101/2 

7,374 

815 

4.56 

1.50 

24 

106 

• 

Northwest  Bancorp 

58.9 

38 

181/4 

353/4 

11,511 

412 

2.95 

1.30 

12 

107 

• 

Stanley  Works 

58.1 

56 

245/8 

49 

3,545 

174 

3.57 

1.45 

14 

108 

88 

Moore 

57.3 

373/4- 

183/8 

32 

28,381 

908 

1.33 

0.55 

24 

109 

166 

Whirlpool 

56.4 

66 

31  Va 

633/4 

11,822 

754 

3.04 

1.60 

21 

110 

181 

Abbott  Laboratories 

56.3 

78V2- 

351/8 

741/4 

13,495 

1,002 

2.82 

1.10 

26 

111 

• 

National  General 

56J 

6O1/2 

71/2 

155/8 

4,910 

77 

—0.43 

0.20 

def. 

112 

62 

W  T  Grant 

56.2 

59 

201/2 

485/8 

13,729 

668 

2.72 

1.50 

18 

113 

• 

Anchor  Hocking 

54.7 

49 

I81/2 

32 

6,773 

217 

2.76 

1.00 

12 

113 

163 

Mfrs  Hanover  Trust 

54.7 

733/4 

343/4 

671/2 

14,000 

945 

5.48 

2.80 

12 

115 

198 

Consoldated  Foods 

54.4 

51 

231/8 

41 

23,353 

957 

2.15 

1.10 

19 

116 

100 

Crown  Cork  &  Seal 

54J 

IS'/g 

8'/8 

165/8 

20,659 

343 

1.24 

none 

13 

117 

225 

Colgate-Palmolive 

54.1 

55'/4 

221/2 

423/4 

14,561 

622 

2.67 

1.30 

16 

118 

130 

Richardon-Merrell 

52.6 

65 

293/4 

61 1/8 

13,312 

814 

2.77 

0.95 

22 

119 

154 

Dun  &  Bradstreet 

52.1 

60 

24 

503/4 

10,448 

530 

2.17 

1.43 

23 

120 

19 

Teledyne 

51.9 

653/4 

11  Va 

221/4 

25,690 

572 

1.97 

nonet 

11 

121 

65 

Castle  &  Cooke 

51.4 

433/8 

103/4 

21 

11,006 

231 

1.55 

o.eot 

14 

122 

176 

Wickes 

51.3 

583/8 

18 

371/4 

6,974 

260 

1.31 

1.00 

28 

123 

313 

Safeco 

50.4 

69'/2 

273/4 

545/8 

6,010 

328 

1.90 

1.20 

29 

124 

41 

Fluor 

50.2 

573/4 

83/4 

20 

7,378 

148 

1.75 

nonet 

11 

125 

78 

TRW 

50.0 

593/4 

185/8 

36 

24.540 

883 

2.44 

1.05 

15 

126 

165 

Potlatch  Forests 

4S4 

555/8 

131/2 

273/8 

7,040 

193 

0.84 

1.00 

33 

127 

114 

Sterling  Drug 

47J 

443/4 

19'/8 

401/4 

36,667 

1,476 

1.44 

0.76 

28 

128 

139 

Foster  Wheeler 

47J) 

333/g 

10 

165/8 

2,699 

45 

1.70 

0.80 

10 

129 

• 

Pennzoil  United 

46.8 

67'/4 

155/8 

34 

18,137 

617 

2.07 

0.80 

16 

130 

282 

Lone  Star  Cement 

45.1 

273/4 

■  141/8 

253/4 

8,644 

223 

1.79 

1.00 

14 

131 

89 

SCOA  Industries 

43.6 

27>/2 

•      63/4 

133/8 

3,379 

45 

1.60 

0.60 

8 

132 

146 

Sybron 

43.5 

45 

-  17 

263/8 

9,295 

245 

1.43 

0.60 

18 

133 

• 

1  Weingarten 

42.9 

20'/4 

55/8 

8 

2,390 

19 

0.75 

0.40 

11 

134 

178 

A  0  Smith 

42.7 

52'/2 

191/4 

45 

2,476 

111 

4.84 

1.40 

9 

135 

493 

Havatampa  Cigar 

42.6« 

10'/2 

5 

83/8 

2,815 

24 

1.07 

0.36 

8 

136 

119 

Pfuer 

42.4 

383/8 

171/2 

351/4 

63,312 

2,232 

1.25 

0.63 

28 

137 

108 

Jonathan  Logan 

42.4 

70^8 

311/8 

55 

3,614 

199 

3.84 

0.80 

14 

138 

206 

American  Standard 

39.2 

49 

- 141/4 

293/4 

12,332 

367 

1.78 

1.00 

17 

139 

• 

Kellwood 

38.9 

433/4 

105/8 

243/4 

3,135 

78 

1.51 

0.72 

16 

140 

179 

Distillers  Corp-Seag 

38.9* 

58'/2 

251/4 

50 

17,539 

877 

3.23 

1.20 

15 

141 

231 

Dravo 

38.8 

54'/8 

-    211/8 

313/4 

2,117 

67 

2.15 

1.40 

15 

142 

107 

Control  Data 

38J 

174 

•  235/8 

51^8 

14,251 

739 

1.27 

none 

41 

143 

• 

Kendall 

36.6 

505/8 

15 

311/4 

6,442 

201 

1.46 

0.60 

21 

144 

31 

Hewlett-Packard 

36.3 

573/8 

- 171/2 

261/2 

25,300 

670 

0.89 

0.20 

30 

145 

320 

C 1 T  Financial 

36.3 

60 

■  23'/8 

421/4 

19,918 

842 

3.20 

1.80 

13 

146 

92 

Harris- Intertype 

36.2 

80'/4 

-  23 

493/8 

6,335 

313 

3.21 

1.00 

15 

147 

141 

InternatI  Tel  &  Tel 

35.7 

62>/2 

-  29 

471/2 

65,371 

3,105 

3.00 

1.05 

16 

148 

151 

Gimbel  Brothers 

35.5 

491/2 

203/8 

363/4 

8,496 

312 

1.97 

1.00 

19 

149 

438 

Liggett  &  Myers 

35.2 

49 

■  301/2 

48 

7,711 

370 

3.33 

2.50 

14 

150 

286 

Johns-Manville 

35.0 

441/2 

-    223/8 

373/8 

16,531 

618 

2.01 

1.20 

19 

151 

37 

Great  Western  United 

34.7 

79 

131/8 

251/4 

2,092 

53 

2.44 

0.90 

10 

152 

126 

Minnesota  Mining 

33.6 

1193/4 

61 

90'/8 

56,058 

5,094 

3.31 

1.75 

27 

153 

158 

Union  Camp 

32J 

3578 

17 

311/4 

15,030 

470 

2.03 

1.00 

15 

154 

247 

Akzona 

32.3 

401/4 

I81/4 

325/8 

11,124 

363 

2.51 

1.10 

13 

155 

48 

Xerox 

32.2 

1153/4 

413/4 

89 

77,900 

6,933 

2.33 

0.60 

38 

156 

94 

Eagle-Picher 

31.9 

351/4 

121/8 

223/4 

4,409 

100 

2.40 

0.83 

9 

157 

• 

Air  Products  &  Chem 

31.4 

483/4 

201/2 

4678 

5,304 

249 

2.60 

0.20t 

18 

158 

154 

Walgreen 

31.4 

451/2 

143/4 

221/4 

6,353 

141 

1.48 

1.00 

15 

159 

52 

Delta  Air  Lines 

31.1 

441/8 

221/8 

311/4 

19,125 

598 

2.34 

0.45 

13 

160 

184 

Beatrice  Foods 

30.3 

42V4 

20 

3378 

25,022 

848 

2.11 

1.00 

16 

161 

110 

Standard  Oil  (Ohio) 

30.1 

11978 

501/2 

781/2 

13,251 

1,040 

3.27 

2.70 

24 

162 

269 

Jewel  Companies 

30J0 

553/4 

25 

491/4 

6,626 

326 

3.28 

1.50 

15 

•Not  ranked  last  year.        tPlus  stock.        def —Deficit.        ttFouryear  price  gain. 
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How 


f  • 


you 
recognize  a  frontier? 


It's  where  change  is  happening. 
Where  technology  is  being 
pushed  forward  into  new  territory. 

It's  where  Colt  is. 

And  no  wonder.  We  got  into 
the  habit  early.  Ever  since  the  days 
when  Sam  Colt's  revolver  helped 
tame  the  West,  we've  been  up  to 
our  ears  in  frontiers. 

Besides  inventing  the  revolver, 
Sam  Colt  also  helped  Eli  Whitney 
invent  the  production  systems  to 
manufacture  it  accurately  and  in 
quantity  One  of  the  fathers  of  the 

54 


industrial  revolution,  that  was 
our  Sam. 

Nowadays  our  frontiers  are  in 
every  industry  in  America. 

Like  our  breakthroughs  in 
metallurgy.  More  than  90%  of  all 
commercial  processing  of  titanium 
alloys  in  the  free  world  comes 
under  patents  held  by  our  Crucible 
divisions,  leading  specialists  in 
steel  and  specialty  metals. 

Like  aircraft  fuel  systems. 
More  than  half  of  all  American 
commercial  and  military  jet  aircraft 


depend  on  our  Chandler  Evans 
fuel  pumps. 

Or  diesel  generators  to  back 
up  nuclear  power  production. 

Or  weighing  systems.  Or 
machine  tools.  High  performance 
automotive  equipment. 

It's  easy  to  recognize  a  frontier 
no  matter  what  industry  you're 
involved  with.  Just  look  for  our 
name. 

Colt  Industries,  430  Park  Ave. 
New  York,  N.Y.  10022 

We  tame  frontiers. 

FORBES,    JANUARY    1,    193 [ 


It's  where  Colt  Is. 


Materials  Group 


Crucible  Alloy  Division 

Box  226 

MiQland.  Pennsylvania  15059 

Special  and  standard  grade  steels  in  billets. 

blooms  and  bars/Agnculturai  discs  and  shapes/ 

Vacuum  arc  remelt  products 

Crucible  Magnetics  Division 

Bex  100 

El  zabethtown.  KeniucKy  42701 

Magnets  tor  sound  systems  and  industrial 

applications/Welding  rods/Cobalt-chromium- 

tungsten  alloys  tor  valves  and  other  components 

Crucible  Speciality  Metals  Division 

Box  977 

Syracuse.  New  York  13201 

High-speed  steels/Mold  and  die  steels/Tool 

steels/Stainless  steels/High-iemperature  alloys/ 

Automotive  valve  steels/Commercially  pure 

titanium/Beta  III  and  titanium-base  alloys -all 

in  bar  rod  and  wire  form 

Crucible  Spring  Division 

1  McCandiess  Avenue 

Pittsburgh.  Pennsylvania  15201 

Hot-wound  coil  springs  lor  railroads  and  industry 

Crucible  Stainless  Steel  Division 

Box  226 

Midland.  Pennsylvania  15059 

■less  sheet  and  stnp/Titanium  and  titanium 

,  billets,  plate  sheet  and  strip 

Trent  Tube  Division 

1708  S  Church  St 

East  Troy.  Wisconsin  53120 

Stainless  steel  welded  tubing  m  continuous  coiis 

up  to  3,500  leet/Stainless.  high  alloy  and 

titanium  tubmg/High  alloy  and  stainless  pipe 

Crucible  Spaulding  Operation 

Box  32 

Harrison.  New  Jersey  07029 

Cold-rolled  alloy,  carbon  and  stainless 

tempered  and  untempered  specialty  strip  steels 


Production  Equipment  Group 

Elox  Division 

Box  2227 

Davidson.  North  Carolina  28036 
Equipment  and  power  supplies  for  electrical 
discharge  machining  (EDM)  and  EDM  grinding 

Pratt  &  Whitney  Cutting  Tool  &  Gage  Division 

Charter  Oak  Boulevard 

West  Hartford.  Connecticut  06101 

Cutting  tools,  gages  and  precision  tools 


Sterling  Die  Operation 

13811  Enterprise  Avenue.  Cleveland.  Ohio  44135 
Thread  rolling  dies/Taps  and  gages  for  the 
fastener  mdustry/Form  tools  and  cams  for  the 
screw  machine  industry 

Pratt  &  Whitney  Machine  Tool  Division 

Charier  Oak  Boulevard 

West  Hartford.  Connecticut  06101 

Numerically  controlled  machining  centers,  turret 

lathes.  Jig  borers  and  Kellers/Copy  turning  lathes/ 

End  turning  and  centering  machines 

Pratt  &  Whitney  Los  Angeles  Operation 
8420  S  Atlantic  Avenue.  Cudahy.  California  90201 
Numerically  and  Iracer-controlled  multiple- 
spindle  profiling  and  contour  milling  machines/ 
Vertical  milling  and  duplicating  machines 

Fairbanks  Morse  Weighing  Systems  Division 

711  E  St  Johnsbury  Road 

St  Johnsbury  Vermont  05819 

Batching,  bulk  weighing  and  motion  weighing 

systems/Factory,  railroad,  truck  and  warehouse 

scales/Bench  and  portable  scales/Drum  filling 

equipment 


Fuel  Systems  and  Controls  Group 

Chandler  Evans  Control  Systems  Division 

Charter  Oak  Boulevard 

West  Hartford.  Connecticut  06101 

Gas  turbine  fuel  controls  and  mam  fuel  pumps/ 

Aircraft  and  missile  steering  controls/Precision 

valves  and  other  components  for  industry 

and  defense 

Holley  Carburetor  Division 

1 1955  E  Nine  Mile  Road.  Warren.  Michigan  48090 
Carburetion  and  ignition  systems  for  automobiles 
and  trucks/Automotive  gas  turbine  fuel  controls/ 
Manifolds,  headers,  valve  covers,  forged  rods 
and  pistons,  wheels  and  other  high-performance 
automotive  components/Spark  plugs  and  wiring/ 
Fuel,  air,  pressure  and  sensing  controls 


Power  and  Fluid  Systems  Group 


Power  Systems  Division 

701  Lawion  Avenue 

Beloit.  Wisconsin  5351 1 

Diesel,  gas  and  dual  fuel  engine  systems  for 

marine,  industrial  and  power  generation 

applications 

Motor  &  Generator  Operation 

701  Lawton  Avenue 

Beloit,  Wisconsin  53511 

Electric  motors,  generators  and  controls 


Engine  Accessories  Operatiori 
701  Lawton  Avenue 
Beloit.  Wisconsin  53511 

Clutches,  transmissions,  starters,  brakes,  ignition 
and  other  accessories  for  small  engines/Fuel 
injection  and  electronic  ignition  systems 


Pump  Division 

3601  Kansas  Avenue 

Kansas  City,  Kansas  661 10 

Pumps  for  industry,  government  and  agriculture/ 

Home  water  systems 

Quincy  Compressor  Division 

217  Maine  Street 
Quincy,  Illinois  62301 
Reciprocating  air-  and  water-cooled 
compressors/Portable  helical  screw  compressors/ 
Pneumatic  tools  for  construction,  mining 
and  manufacturing 


Electrical  Utilities  Group 


Central  Transformer  Division 

2400  W  Sixth  Avenue 
Pine  Bluff,  Arkansas  71606 
Pole-mounted,  pad-mounted  and  vault 
distribution  transformers/Power  transformers 

Moloney  Electric  Division 

Box  101 

St,  Louis,  Missouri  63166 

Heavy-duty  power  and  distribution  transformers 


Firearms  Group 

Colt's  Military  Arms  Division 

150  Huyshope  Avenue 

Hartford,  Connecticut  06102 

Military  rifles  and  accessories/Pyrotechnic 

devices/Weapon  and  pyrotechnic  research 

Colt's  Small  Arms  Division 

150  Huyshope  Avenue 
Hartford,  Connecticut  06102 
Hand  guns  and  special  equipment 
for  police  and  security  agencies/ 
Target  and  sporting  arms 

Executive  Offices 


430  Park  Avenue 

New  York,  New  York  10022 


® 


Colt  Industries 
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Who's  Where  in  the  Stock  Market 


Shares 

Total 
Market 

Latest 
12-MQnth 

Indicated 

Price/ 

Rank 

^.imi'fifii 

5-Year 

1966-1970 

Recent 

Outstanding 

Value 

Earnings 

1970 

Earnings 

'70 

•69 

Price  Gain 

Price  Range 

Price 

(tliousands) 

(millions) 

Per  Share 

Dividend 

Ratio 

163 

228 

!'   vHfsal  Leaf  Tobac 

29.5% 

363/4-  18% 

323/8 

2,446 

$79 

$3.05 

$1.50 

11 

164 

340 

,:,if 

29.3 

29    ■  131/2 

253/8 

17,861 

^       453 

2.00 

0.90 

13 

165 

318 

J  P  Morgan  &  Co 

29.2 

71     •  35yg 

67 

18,309 

1,227 

4.38 

2.40 

15 

166 

99 

Continental  Can 

29.0 

521/8-  245/8 

361/4 

27,426 

994 

3.24 

1.53 

11 

167 

162 

PepsiCo 

28.8 

57     -  271/2 

521/2 

22,386 

1,175 

2.48 

1.00 

21 

168 

253 

Goodyear  Tire  &  Rub 

28.4 

34    -  1978 

301/2 

72,273 

2,204 

1.85 

0.85 

16 

169 

14 
333 

Potaroid 

28.4 

1453/4-  51 

7478 

32,828 

2,458 

1.80 

0.32 

42 

170 

Marathon  Oil 

28.2 

593/4-  201/8 

361/8 

30,000 

1,084 

2.82 

1.60 

13 

171 

261 

Entemational  Nickel 

28.1 

473/4.  291/4 

461/4 

74,416 

3,442 

2.42 

1.40 

19 

172 

58 

Consolidated  Freigfrt 

27.7 

453/8-  141/8 

281/4 

5,558 

157 

1.50 

1.00 

19 

173 

265 

Sun  Oil 

27.6 

721/8-  345/8 

445/8 

30,013 

1,339 

3.53 

i.oot 

13 

174 

* 

Dayton  Hudson 

26.91: 

471/8-  17 

291/2 

15,805 

466 

1.06 

0.50 

28 

175 

191 

Joy  Manufacturing 

26.7 

531/2-  213/4 

4878 

4,624 

226 

2.85 

1.40 

17 

176 

239 

Cfiampion  Spark  Plug 

26.5 

361/2-  I8I/4 

273/4 

12,237 

340 

2.37 

1.20 

12 

177 

289 

St  Paul  Companies 

26.3 

501/2-  231/2 

501/2 

10,371 

524 

3.38 

1.12 

15 

178 

328 

First  Natl  City  Corp 

26.2 

843/8-  40 

68 

27,131 

1,845 

4.79 

2.46 

14 

179 

164 

Household  Finance 

26.1 

4878-  203/4 

421/4 

21,668 

915 

2.90 

1.13 

15 

180 

299 

Stop  &  Shop 

26.0 

375/8-  151/8 

23 

3,129 

72 

1.89 

0.90 

12 

181 

227 

U  S  Fidelity  &  Guar 

25.7 

423/4-    207/8 

38 

16,297 

619 

2.10 

2.15 

18 

182 

131 

Bristol-Myers 

25.7 

831/2-   415/8 

6O1/4 

29,118 

1,754 

2.34 

1.20 

26 

183 

104 

Merck 

25.5 

1151/4-  645/8 

881/2 

35,995 

3,186 

3.04 

2.00 

29 

184 

278 

Am  star 

25.4 

381/8-  22 

375/8 

3,543 

133 

3.72 

1.60 

10 

185 

264 

Standard  Brands 

24.0 

5478-  271/8 

4578 

13,193 

605 

2.74 

1.58 

17 

186 

189 

Outboard  Marine 

23.9 

443/8-    125/8 

251/4 

8,080 

204 

1.66 

1.00 

15 

187 

105 

Chi  Bridge  &  Iron 

23.7 

95    -  39 

60 

2,309 

139 

3.90 

2.10 

15 

188 

204 

Ptilsbury 

23.6 

691/4-  273/4 

501/2 

5,038 

254 

3.35 

1.36 

15 

189 

47 

Raytlieon 

23.1 

581/2-  161/8 

24 

14,423 

346 

2.36 

0.60 

10 

190 

56 

Lear  Siegier 

23.0 

293/8-    81/2 

133/8 

11,912 

159 

1.48 

0.50 

9 

191 

98 

Dayco 

23.0 

34    -  123/4 

173/4 

2,936 

52 

2.35 

1.14 

8 

192 

345 

Flintkote 

22.9 

365/8-  15 

251/2 

5,653 

144 

1.51 

1.00 

17 

193 

* 

InternatI  Utilities 

22.5 

51 1/4-    I8I/2 

34 

9,025 

307 

2.46 

1.40 

14 

194 

281 

BankAmerica  Corp 

22.1 

773/4-  365/8 

58 

34,339 

1,992 

4.69 

2.20 

12 

195 

ft 

CNA  Financial 

21.9* 

313/4-    101/2 

145/8 

30,953 

453 

1.19 

0.50 

12 

196 

237 

Broadway-Hale 

21.7 

46    -  21 

331/4 

10,009 

333 

2.37 

1.15 

14 

197 

» 

PAC  Gamble  Robinson 

21.0 

163/4-      978 

153/4 

1,417 

22 

1.58 

0.93t 

10 

198 

109 

Eastman  Kodak 

20.8 

8678-  521/2 

7078 

161,545 

11,450 

2.52 

1.28 

28 

199 

101 

Scot  Lad  Foods 

20.7 

321/2-      85/8 

175/8 

2,056 

36 

1.67 

0.56 

11 

200 

28 

Zayfe 

20i) 

46    -  163/4 

29 

4,616 

134 

1.46 

none 

20 

201 

337 

Comsat 

19.9 

7778-  25 

511/4 

10,000 

513 

1.38 

0.13 

37 

202 

217 

Hiram  Walker 

19.8 

503/4-  233/4 

401/8 

17,376 

697 

2.82 

1.45 

14 

203 

« 

Murphy  Oil 

19.5 

52     -  1378 

2978 

4,547 

136 

1.50 

0.60 

20 

204 

210 

R  H  Mscy 

19.4 

45    -  201/2 

321/4 

9,327 

301 

1.95 

1.00 

17 

205 

l-T-E  Impetiai 

18.9 

463/4-  17 

233/4 

7,110 

169 

1.86 

0.60 

13 

206 

370 

Mobil  Oil 

18.1 

693/4-  351/4 

571/8 

101,498 

5,798 

4.67 

2.40 

12 

207 

445 

Soiumbia  Gss  System 

17.8 

341/4-  2378 

34 

31,031 

1,055 

2.85 

1.68 

12 

208 

* 

Fred  Meyer 

17.4 

291/2-  111/4 

20 

1,980 

40 

2.26 

0.60t 

9 

209 

18 

'                                                -'O 

17.4 

393/8-    8 

I2V4 

10,272 

126 

2.49 

0.40 

5 

210 

17.2 

371/8-  141/4 

251/4 

23,979 

605 

3.05 

1.04 

8 

211 

192 

16.9 

31     -  191/4 

233/8 

30,821 

720 

1.78 

0.68 

13 

212 

271 

..;;■; 

16.8 

323/8-  145/8 

273/4 

3,217 

89 

2.59 

0.90 

11 

213 

73 

Sup? 

16.8 

20    -    33/4 

8 

910 

7 

0.93 

none 

9 

214 

334 

Fede.d..     . 

16.6 

423/8-  251/4 

391/2 

43,475 

1,717 

1.79 

1.00 

22 

215 

198 

Aii.ferson,  Ci-  -iC!) 

16.5 

543/8-  24 

383/4 

3,116 

121 

4.46 

1.20 

9 

216 

297 

0     !    _aun-.i.,.     ...1. 

16.2 

511/8-  34 

51'/8 

40,972 

2,095 

4.35 

2.40 

12 

217 

141 

15.1 

4678-  221/4 

351/8 

16,996 

597 

2.75 

1.40 

13 

218 

312 

:;..,....„,.  .„„„uo 

15.9 

453/4-  291/2 

443/4 

26,824 

1,200 

3.95 

2.10 

11 

218 

70 

S4i'!"-.''dnrt 

15.9 

91     •  121/8 

21 

5,256 

110 

1.82 

0.80 

12 

220 

NaT 

iLl 

531/4-  293/4 

47 

6,000 

282 

5.92 

1.99 

8 

221 

186 

Ow' 

)i.9 

501/4-  29 

381/2 

14,618 

563 

1.68 

0.71 

23 

222 

379 

Text 

i3.7 

45    -  241/4 

40 

6,397 

256 

2.64 

1.48 

15 

223 

187 

Gilleti 

13.7 

6278-  31 

431/2 

29,179 

1,269 

2.30 

1.40 

19 

224 

298 

Nations 

13.7 

361/2-    113/4 

203/4 

14,778 

307 

0.91 

1.05 

23 

•Not  ranked  last 

year.        tPlus  Moc'-.         dcf— Defi 

cit.        JThree-year  price  gair 

1. 
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Total 

Latest 

Rank 

*"7n            'en 

COMPANY 

S-Year 

1966-1970 

Recent 

Shares 
Outstanding 

Market 
Value 

12-Month 
Earnings 

Indicated 
1970 

Price/ 
Earnings 

/U 

D3 

Price  Gain 

Price  Range 

Price 

(thousands) 

(millions) 

Per  Share 

Dividend 

Ratio 

225 

49 

Sperry  Rand 

13.60/0 

65'/8-  17y8 

25 

34,199 

$855 

$2.36 

$0.50 

11 

226 

200 

U  S  Ptywood-Cliampion 

13^ 

41  y4-  145/8 

271/4 

27,587 

752 

0.96 

0.84 

28 

227 

349 

Chase  Manhattan 

13.5 

62     •  303/4 

431/4 

31,879 

1,538 

3.45 

1.80 

14 

228 

392 

Chemical  New  York 

13.5 

753/4-  371/2 

59 

13,416 

792 

4.64 

2.60 

13 

229 

224 

F  W  Woolworth 

13.4 

435/8-  191/2 

3578 

28,802 

1,033 

2.22 

1.20 

16 

230 

* 

Mohasco  Industries 

13.2 

451/2-  13 

2878 

4,915 

142 

1.50 

1.10 

19 

231 

229 

Cartioninduni 

13.1 
13.1 

701/4-  321/4 
70     -  421/4 

493/4 
573/8 

3,656 
10,033 

182 

576 

4.07 
5.07 

1.45 
2.25 

12 

232 

355 

First  Chicago  Corp 

11 

233 

87 

Cyprus  Mines 

13.0 

81     -  275/8 

531/8 

4,656 

247 

6.02 

1.60 

9 

234 

' 

Witco  Chemical 

12.9 

441/2-  141/8 

24 

4,920 

118 

1.86 

0.92 

13 

235 

216 

Indian  Head 

12.8 

461/2-  14 

231/8 

4,242 

98 

2.80 

0.65 

8 

236 

353 

Sears,  Roebucli 

12.3 

755/8-  441/8 

741/8 

154,187 

11,429 

2.90 

1.35 

26 

237 

83 

Scovill  Mfg 

12.3 

571/4-  241/8 

351/2 

3,251 

115 

3.25 

1.40 

11 

238 

263 

Kimberly-Clark 

11.9 

401/8-    223/8 

305/8 

22,646 

694 

2.00 

1.15 

15 

239 

• 

InternatI  Basic  Econ 

11.8 

I81/2-     6 

105/8 

4,162 

44 

1.49 

none 

7 

240 

97 

Reliance  Electric 

11.5 

323/8-     93/4 

173/4 

5,884 

104 

1.42 

0.70 

13 

241 

267 

Grand  Union 

11.3 

311/2-   143/8 

243/4 

6,433 

159 

2.39 

0.80 

10 

242 

80 

Kaiser  Industries 

11.1 

253/4-     61/2 

iiy4 

25,849 

304 

0.60 

nonet 

20 

243 

293 

International  Paper 

10.2 

46     -  233/4 

3378 

44,324 

1,501 

2.24 

1.50 

15 

244 

278 

Hygrade  Food  Prods 

9.8 

83     •    95/8 

195/8 

765 

15 
3.596 

1.41 
4.43 

none 
2.30 

14 

245 

314 

Standard  Oil  (Ind) 

9.8 

703/4-  35 

52 

69,160 

12 

246 

138 

Times  Mirror 

9.6 

521/2-  241/4 

353/4 

12,853 

459 

1.84 

0.50 

19 

247 

157 

Illinois  Central  Ind 

9.5 

505/8-   141/4 

253/8 

9,543 

242 

3.15 

1.14 

8 

248 

145 

Evans  Products 

9.5 

591/2-   143/4 

401/8 

5,115 

205 

2.04 

0.60t 

20 

249 

* 

Chromalloy  American 

8.1 

441/4-    113/4 

17 

7,014 

119 

1.75 

0.50 

10 

250 

233 

Koppers 

iJO 

483/4-  221/4 

33 

4,813 

159 

2.45 

1.60 

13 

251 

394 

Armour 

7.7 

761/2-  263/4 

451/2 

6,482 

295 

3.83 

1.60 

12 

251 

205 

Govt  Employees  Ins 

7.7 

60     -  323/4 

46'/4 

7,952 

368 

1.60 

1.05t 

29 

253 

327 

Manne  Midland 

7.6 

453/4.  24 

331/2 

12,087 

405 

3.57 

1.63 

9 

254 

373 

Union  Pacific 

7.6 

635/8-  293/4 

46 

21,120 

972 

5.20 

2.00 

9 

255 

V 

Emhart 

7.6 

581/4-  201/8 

30 

4,922 

148 

2.87 

1.20 

10 

256 

376 

Swift 

7J 

35V«-  173/4 

29y8 

12,138 

357 

2.03 

0.60 

14 

257 

481 

First  Natl  Stores 

72 

43     -  215/8 

371/4 

1,408 

52 

2.12 

1.00 

18 

258 

148 

Kelsey-Hayes 

7.0 

57     -  155/8 

2578 

2,959 

77 

2.17 

1.30 

12 

259 

211 

General  Mills 

6.8 

435/8-  235/8 

315/8 

18,952 

599 

1.93 

0.88 

16 

260 

137 

ELTRA 

6.6 

503/4-    163/4 

243/8 

7,715 

188 

2.71 

1.20 

9 

261 

234 

Westinghouse 

6.6 

791/8-  40 

653/8 

39,715 

2,636 

3.56 

1.80 

19 

262 

409 

Phillips  Petroleum 

6.2 

38'/8-  20 

2978 

74,041 

2,212 

1.64 

1.30 

18 

263 

338 

Sec  Pac  Nat  Bank  Cal 

6.2 

481/8-  265/8 

345/8 

16.800 

582 

3.25 

1.28 

11 

264 

261 

Supermarkets  General 

6.0 

433/8-    103/4 

263/4 

3,637 

97 

1.73 

0.40 

15 

265 

344 

Dana 

54 

29     -  171/2 

253/4 

13,615 

351 

2.60 

1.25 

10 

266 

444 

Panhandle  East  Pipe 

5.2 

433/4-  27 

403/4 

14,201 

579 

3.14 

1.70 

13 

267 

311 

Armstrong  Cork 

4.9 

423/8-  20 

3178 

25,463 

812 

0.84 

0.80 

38 

268 

325 

Gould 

4.9 

581/2-  I81/4 

32 

4,896 

157 

3.04 

1.40 

11 

269 

307 

Borg-Wamer 

4.8 

391/2-   181/8 

26 

18,472 

480 

2.39 

1.25 

11 

270 

110 

Textron 

4.7 

57'/8-  15'/8 

221/8 

27,287 

604 

2.00 

0.90 

11 

271 

423 

Chubb 

4.7 

495/8-  21 

431/2 

7,041 

306 

2.80 

1.53 

16 

272 

89 

Honeywell 

4.4 

1571/4-  531/2 

773/4 

17,358 

1,350 

4.07 

1.30 

19 

273 

225 

Clark  Equipment 

4.2 

403/4-  191/2 

3378 

12,074 

409 

2.97 

1.40 

11 

274 

348 

Cities  Service 

4.1 

841/2-  34 

443/8 

26,732 

1,186 

4.31 

2.20 

10 

275 

• 

Waldbaum 

3.9 

18'/8-     7 

93/4 

1,900 

19 

1.36 

nonet 

7 

276 

212 

Associated  Dry  Goods 

3.6 

601/2-  261/8 

38 

12,065 

458 

2.16 

1.20 

18 

277 

362 

Gulf  Oil 

3.5 

49     -  213/4 

30 

207,565 

6,227 

2.68 

1.50 

11 

278 

a 

National  City  Lines 

3.4 

383/4-  101/4 

17 

2,281 

39 

0.33 

0.90 

52 

279 

407 

Middle  South  Util 

3.1 

295/8-    185/8 

271/4 

38,457 

1,048 

1.60 

0.96 

17 

280 

169 

American  Smelt  &  Ref 

2.6 

495/8-  19 

271/2 

28,935 

796 

3.69 

1.90 

7 

281 

• 

Miles  Laboratories 

2.2 

7878-  29'/8 

463/4 

5,027 

235 

2.69 

1.20 

17 

282 

243 

Uniroyal 

2.1 

331/2-  121/4 

mi 

26,074 

508 

1.19 

0.70 

16 

283 

482 

Safeway  Stores 

2.0 

321/4-    213/8 

3178 

25,488 

812 

2.49 

1.15 

13 

284 

• 

Sou  New  England  Tel 

1.7 

571/2-  33 

371/4 

9,642 

359 

3.65 

2.60 

10 

285 

121 

Pitney-Bowes 

1.6 

423/8-    207/8 

241/2 

12,039 

295 

1.26 

0.68 

19 

286 

390 

Colonial  Stores 

1.0 

321/2-  19 

261/2 

2,832 

75 

2.99 

1.45 

9 

•Not  rinkad  last 

year.        tPlus  stock.        daf.— Deficit. 
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Who's  Where  in  the  Stock  Market 


Total 

Latest 

Shares 

Market 

12-Montti 

Indicated 

Price/ 

Rank 

'■    ~.:rf{H'i 

S-Year 

1966-1970 

Recent 

Oubtanding 

Value 

Earnings 

1970 

Earnings 

70       -69 

PriM  Gain 

Price  Range 

Price 

(thousands) 

(millions) 

Per  Share 

Dividend 

Ratio 

287    309 

Brown  Shoe 

0.9% 

61    -  211/4 

293/4 

6,847 

$204 

$2.50 

$1.50 

12 

288      72 

GACCorp 

0.6 

67i/«-  153/8 

205/g 

7,042 

.     145 

2.25 

1.50 

9 

289        » 

Lone  Star  Gas 

0.5 

32    -  17 

251/8 

14,710 

370 

1.97 

1.18 

13 

290    357 

General  Foods 

OJ 

93'/8-  623/4 

823/4 

24,802 

2,052 

4.66 

2.60 

18 

291    305 

Firestone  Tire  &  Rub 

0.3 

65V4-  34'/8 

443/4 

29,059 

1,300 

3.20 

1.60 

14 

292    132 

Crane 

0.2 

57'/8-  23% 

29% 

2,594' 

78 

3.64 

1.57t 

8 

293    369 

Pet 

0.0 

46    -  23 

40% 

5,664 

232 

3.00 

1.18 

14 

294    397 

Transcont  Gas  Pipe 

—0.1 

241/8-  151/8 

185/8 

22,222 

414 

1.79 

1.09 

10 

295    451 

Southern  Railway 

—0.2 

66    -  393/4 

573/4 

6,809 

393 

7.57 

3.00 

8 

296 

Charter  N  Y  Corp 

-0.3 

60    -  28 

36% 

6,915 

255 

3.31 

2.00 

11 

296    230 

Phelps  Dodge 

—0.3 

561/2-  271/8 

37 

20,178 

747 

5.46 

2.10 

7 

298 

Leaseway  Transport 

-fl.4 

351/2-  11 

25 

4.051 

101 

1.93 

0.50t 

13 

299    266 

Burlington  Industs 

—0.9 

511/4-  251/4 

421/2 

26,147 

1,111 

2.73 

1.40 

16 

300    426 

Winn-Dixie  Stores 

—1.7 

333/4.  263/4 

353/4 

12,641 

452 

2.25 

1.65 

16 

301     355 

Bankers  Trust  N  Y 

—1.8 

893/4-  481/2 

603/4 

10,238 

622 

4.61 

2.84 

13 

302    461 

Ford 

—1.8 

6O1/4-  371/8. 

533/8 

109,317 

5,835 

4.55 

2.40 

12 

303    322 

Continental  Tel 

—1.9 

343/4-  171/8 

26 

26,375 

686 

1.41 

0.78 

18 

304 

First  Natl  Bk  Boston 

—2.0 

863/4-  47 

623/4 

6,000 

377 

6.34 

2.93 

10 

305    391 

Kellogg 

—2.1 

231/2-  153/8 

201/4 

35,964 

728 

1.33 

0.90 

15 

306    489 

Hercules 

—2.7 

563/4-  231/2 

41 

19,706 

808 

2.46 

1.20 

17 

307    254 

St  Regis  Paper 

—2.8 

491/4-  251/2 

34 

13,669 

465 

2.55 

1.60 

13 

308     120 

Natl  Cash  Register 

—2.9 

85'/8-  291/4 

371/2 

21,402 

803 

2.08 

0.66 

18 

309    277 

Westvaco 

—3.1 

37%-  I81/4 

231/2 

10,418 

245 

1.62 

1.05 

15 

310    383 

Conill 

—3.1 

491/4-  273/4 

331/4 

16,864 

561 

3.01 

1.60 

11 

311     337 

Howard  Johnson 

—3.3 

301/2-  111/8 

21 

10,019 

210 

1.05 

0.24 

20 

312     159 

Bemis 

—3.4 

385/8-  121/2 

143/8 

4,264 

61 

1.49 

0.85 

10 

313    329 

Western  Bancorp 

—3.5 

46    -  24 

34% 

21,506 

750 

3.17 

1.30 

11 

314    458 

Central  &  Southwest 

—3.6 

50    -  34% 

471/2 

22,352 

1,062 

2.82 

1.90 

17 

315    491 

Acme  Markets 

—3.9 

521/8-  295/8 

401/2 

3,239 

131 

4.03 

2.00t 

10 

316    563 

General  Cigar 

—3.9 

383/4-  18 

31 

1,534 

48 

3.11 

1.20 

10 

317    294 

G  C  Murphy 

—3.9 

401/2-  185/8 

215/8 

4,022 

87 

1.92 

1.20 

11 

318    411 

Texas  Utilities 

-4.3 

63%-  45% 

59 

26,000 

1,534 

3.25 

1.77 

18 

319    388 

Kraftco 

-4.4 

48    -  313/8 

405/8 

27,920 

1,134 

2.89 

1.70 

14 

320    418 

Crocker  National 

-4.4 

473/8-  23 

321/4 

10,396 

335 

3.13 

1.60 

10 

321     215 

Dresser  Industries 

—4.5 

43%-  22 

293/8 

9,454 

278 

3.00 

1.40 

10 

322    409 

Kroger 

-4.5 

411/8-  201/2 

343/8 

13,252 

456 

3.06 

1.30 

11 

323    371 

Beneficial  Corp 

-4.8 

571/2-  271/4 

515/8 

11,714 

605 

4.23 

1.60 

12 

324    238 

Mid!3nd-i?cs^ 

-4.9 

42    -  16 

241/2 

5,636 

138 

1.58 

1.40 

16 

325 

Trane 

—5.1 

72    -  351/2 

511/4 

5,452 

279 

3.26 

0.90 

16 

326    345 

Marshall  Flcio 

-5.2 

343/8-  18 

271/4 

8,738 

238 

1.79 

1.10 

15 

327    546 

Gamble-Skogmo 

—5.3 

40    -  17 

311/2 

3,840 

121 

2.83 

1.30 

11 

328    299 

Acer  Metal  CHmax 

—5.6 

435/8-  223/4 

301/8 

23,652 

713 

3.51 

1.40 

9 

328     106 

Hart  Schaffner  Marx 

—5.6 

411/8-    I6I/4 

243/4 

8,536 

211 

1.57 

0.80 

16 

330    357 

Singer 

—6.0 

88%-  393/8 

591/4 

14,481 

858 

4.57 

2.40 

13 

331     274 

ACF  Industries 

-«.l 

683/4-  35 

443/8 

5,614 

249 

3.87 

2.40 

11 

332 

Vulcan  Materials 

—6.4 

281/4-  15% 

20 

5,494 

110 

1.85 

1.00 

11 

333 

No  innisna  Pub  Ser 

-€.5 

345/8-  231/2 

29 

18,794 

545 

2.02 

1.22 

14 

334 

Cincinnati  Gas  &  E! 

-«.8 

33    -  21 

271/4 

15,502 

422 

2.20 

1.50 

12 

335    298 

Parke,  Davis 

—7.0 

431/2-  133/8 

311/2 

14,900 

469 

1.14 

0.80 

28 

336    245 

Connecticut  General 

—7,2 

791/2-  323/4 

435/8 

17,983 

785 

3.43 

0.82 

13 

337    331 

Weils  Fargo 

-7.2 

633/4-  29 

371/8 

9,157 

340 

346 

1.60 

11 

338    501 

Peoples  Gas 

—8.5 

431/2-  28 

39 

15,984 

623 

3.58 

1.99 

11 

339    366 

U  5  Shoe 

—8.8 

371/4-  13% 

18i/« 

6,372 

116 

1.70 

0.88 

11 

340      81 

Texa!>  Instruments 

—9.4 

1443/4-  613/8 

783/8 

11,034 

865 

3.08 

0.80 

25 

341    300 

Internat!  Muitifoods 

—9.5 

30i/«-  17 

19 

2,786 

53 

2.27 

1.20 

8 

342 

Interstate  Brands 

-9.8 

29    -  121/4 

15 

2,313 

35 

1.88 

0.90 

8 

343    236 

Servom-  'M 

—9^ 

571/4-  12 

233/8 

5.202 

122 

1.51 

0.50t 

15 

344    532 

Florida 

—10.0 

8O1/2-  541/8 

711/4 

14,600 

1,040 

3.82 

2.03 

19 

345    319 

Diamof.. 

—10.2 

595/8-  281/8 

353/g 

11,789 

417 

2.95 

1.80 

12 

346     184 

Central  ^ 

—10.4 

333/4-  19 

231/8 

6,494 

150 

2.76 

0.85 

8 

347     504 

SUndard        m!> 

-10.6 

853^-  49% 

71% 

215,061 

15,458 

5.67 

3.75 

13 

348    432 

United  Sta 

—10.7 

951/4-  421/8 

593/8 

8,302 

493 

2.44 

3.00 

24 

'Not  ranked  las 

year.        tPlus                 uo.  —Deficit. 
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Who's  Where  in  the  Stock  Market 


Rank 
•70       -69 


COMPANY 


5-Yur 
Price  Gain 


1966-1970 
Price  Range 


Recent 
Price 


Shares 
Outstanding 
(thousands) 


Total 

Mariiet 

Value 

(millions) 


Latest 
12-Month 
Earnings 
Per  Share 


Indicated       Price/ 

1970         Earnings 
Dividend        Ratio 


349 

« 

AiexaiKJer  &  Baldwin 

—10.8% 

413/4-  11% 

12 

9,227 

$111 

$0.76 

$0.65 

16 

350 

392 

Crown  Zellerbach 

—11.1 

46%-  231/2 

283/4 

23,243 

668 

1.92 

1.60 

15 

351 

93 

Magnavox 

—11.2 

621/2-  221/4 

363/8 

16,401 

597 

1.62 

1.20 

22 

352 

205 

Grolier 

—11.7 

38    -  17 

245/8 

4,724 

116 

2.36 

0.90 

10 

353 

« 

Needham  Packing 

—12.2 

33     -    31/2 

81/8 

768 

6 

0.62 

0.10 

13 

354 

255 

Ashland  Oil 

— 12J 

55    -  17 

245/8 

21,020 

518 

2.23 

1.20 

11 

355 

411 

GenI  American  Trans 

—12.4 

523/8-  281/2 

413/8 

11,250 

465 

2.60 

1.60 

16 

356 

396 

National  Biscuit 

—12.5 

55    -  373/4 

473/8 

13,602 

644 

2.38 

2.20 

20 

357 

70 

Columbia  Pictures 

—12.5 

43'/8-      85/8 

103/8 

6,150 

64 

0.87 

0.45t 

12 

358 

349 

PPG  Industries 

—13.0 

461/4-  211/2 

311/2 

20,489 

645 

1.92 

1.40 

16 

359 

508 

Continental  Oil 

—13.0 

411/8-    19'/8 

31 

52,285 

1,621 

2.66 

1.50 

12 

360 

* 

Ohio  Edison 

—13.2 

301/2-  193/4 

243/4 

25,695 

636 

1.90 

1.54 

13 

361 

445 

El  Paso  Natural  Gas 

—13.3 

26     -  143/4 

171/8 

26,390 

452 

1.43 

1.00 

12 

362 

288 

National  Industries 

—13.5 

293/8-    2'/g 

478 

6,596 

32 

0.33 

none 

15 

363 

400 

Thrifty  Drug 

-13.9 

303/8-  111/4 

173/4 

4,664 

83 

1.60 

0.60 

11 

364 

386 

Pacific  Gas  &  Elec 

—14.0 

391/2-  221/2 

313/8 

61,086 

1,917 

2.49 

1.50 

13 

365 

219 

Kennecott  Copper 

—14.1 

561/2-  28 

351/8 

33,159 

1,165 

6.15 

2.60 

6 

366 

466 

Northern  Natural  Gas 

-14.2 

65    -  393/4 

493/4 

10,156 

505 

4.11 

2.60 

12 

367 

448 

Pacific  Lighting 

—14.3 

301/4-  201/8 

24 

17,148 

412 

1.63 

1.60 

15 

368 

515 

Teiaco 

—14.5 

45    -  24 

343/8 

272,471 

9,366 

2.89 

1.60 

12 

369 

114 

Avnet 

-14.6 

431/2-     61/8 

73/8 

10,413 

77 

0.68 

0.20 

11 

370 

° 

Square  D 

—14.7 

293/4-    101/8 

223/4 

20,611 

469 

1.22 

0.95 

19 

371 

374 

Tenneco 

—14.7 

323/4-  171/2 

201/4 

64,623 

1,309 

1.94 

1.32 

10 

372 

413 

Dow  Chemical 

—14.8 

913/4-  54 

653/4 

30,216 

1,987 

4.67 

2.60 

14 

373 

135 

Cincinnati  Milacron 

—15.0 

67'/8-  261/8 

301/2 

3,577 

109 

2.90 

1.40 

11 

374 

497 

American  Natural  Gas 

—15.1 

491/2-  303/8 

421/4 

16,733 

707 

3.31 

2.08 

13 

375 

• 

Houston  Lt  &  Power 

—15.2 

551/2-  34 

443/4 

20,252 

906 

2.44 

1.20 

18 

376 

491 

Investors  Diver  Svcs 

—15.7 

62    -  20 

355/8 

4,370 

156 

3.06 

1.80 

12 

377 

536 

American  Bakeries 

—15.8 

341/2-     81/8 

18 

2,011 

36 

—0.17 

0.05 

def. 

378 

406 

Campbell  Soup 

—15.9 

3678-  245/8 

2978 

33,467 

1,000 

1.93 

1.10 

15 

379 

242 

Natl  Distil  &  Chem 

—15.9 

241/2-  14 

141/2 

26,652 

386 

1.28 

0.90 

11 

380 

368 

Del  Monte 

—16.1 

383/8-    I6I/2 

253/8 

11,787 

299 

1.54 

1.10 

16 

381 

475 

Fairmont  Foods 

—16.4 

271/4-  13% 

I81/2 

3,897 

72 

1.40 

1.00 

13 

382 

365 

Metromedia 

—16.9 

571/8-     93/4 

175/8 

5,731 

101 

0.98 

0.50 

18 

383 

* 

Mellon  Natl  Bank 

—17.0 

651/4-  431/2 

52 

9,995 

520 

4.27 

2.25 

12 

384 

286 

Kaiser  Alum  &  Chem 

—17.1 

591/2-  265/8 

303/8 

19,040 

578 

2.80 

1.00 

11 

385 

250 

Fruehauf 

—17.1 

481/8-  231/4 

295/8 

8,710 

258 

2.20 

1.70 

13 

386 

• 

Questor 

—17.2 

351/2-  m 

131/4 

8,009 

106 

1.05 

0.50 

13 

387 

267 

U  S  Freight 

— 17r2 

53     -  173/4 

21  Vs 

6,711 

145 

1.38 

1.40 

16 

388 

363 

Caterpillar 

—17.6 

54^8-  30 

41 

56,886 

2,332 

2.42 

1.20 

17 

389 

174 

Bendix 

—17.7 

571/2-  201/4 

273/8 

12,493 

342 

1.76 

1.60 

16 

390 

221 

McGraw-Edison 

—18.3 

45'/8-  215/8 

3178 

13,657 

435 

2.26 

1.40 

14 

391 

« 

Hoerner-Waldorl 

—18.7 

33     -  151/8 

211/4 

6,422 

136 

1.98 

0.90 

11 

392 

316 

Universal  Oil 

—18.7 

52    -  195/8 

221/4 

9,804 

218 

1.11 

0.80 

20 

393 

488 

Con  Natural  Gas 

—18.7 

36    -  22% 

283/4 

18,912 

544 

2.66 

1.79 

11 

394 

512 

Rath  Packing 

—19.0 

1678-    35/8 

8 

999 

8 

—0.56 

none 

def. 

395 

128 

Dart  Industries 

—192 

53    -  171/2 

34 

17,605 

599 

2.06 

0.30t 

17 

396 

84 

Rapid-American 

—19.4 

521/2-    71/8 

978 

6,568 

65 

1.88 

0.56 

5 

397 

324 

United  Merch  &  Mfrs 

—19.8 

41     -  17 

241/4 

6,050 

147 

2.70 

1.30 

9 

398 

• 

InsiIco 

—19.9 

351/2-  1178 

141/8 

8,262 

117 

1.26 

0.70 

11 

399 

• 

Southwestern  Life 

-20.2 

423/8-  20 

331/2 

7,947 

266 

2.10 

0.85 

16 

400 

196 

Western  Union 

—20.3 

583/8-  281/2 

391/4 

9,039 

355 

2.25 

1.05 

17 

401 

544 

North  Illinois  Gas 

—20.9 

453/4-  261/8 

3578 

11,744 

421 

2.85 

1.71 

13 

402 

118 

Bell  &  Howell 

-21.0 

93'/8-  221/2 

32 

5,212 

167 

1.93 

0.60 

17 

403 

* 

Springs  Mills 

-21.0« 

263/8-  13 

135/8 

8,618 

117 

0.83 

1.00 

16 

404 

240 

Pacific  Car  &  Fdry 

—21.2 

7378-  445/8 

481/2 

2,514 

122 

6.90 

1.65 

7 

405 

« 

Allegheny  Power 

—21 J 

2878-  171/8 

213/4 

20,792 

452 

2.01 

1.32 

11 

406 

195 

Stokely-Van  Camp 

—214 

603/4-  151/8 

193/4 

3,360 

66 

1.25 

1.00 

16 

407 

193 

Cluett,  Peabody 

—21.6 

393/4-  141/4 

205/8 

8,564 

177 

1.56 

0.90 

13 

408 

484 

INA 

—21.8 

543/8-  221/4 

331/2 

23,365 

783 

1.60 

1.40 

21 

409 

275 

J  J  Newberry 

—21.8 

411/4-  131/4 

153/4 

1,954 

31 

0.78 

1.00 

20 

410 

284 

Owens-Illinois 

—??.? 

81    -  38 

49 

16,158 

792 

3.88 

1.35 

13 

•Not  ranked  last  year.        tPlus  stock.       def.— Deficit.        ttfour-year  price  gain. 
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Who's  Where  in  the  Stock  Market 


Total 

Latest 

Shares 

Mariiet 

12-Month 

Indicated 

Price/ 

Rank 

oOi^PANY 

5-Year 

1966-1970 

Recent 

Outstanding 

Value 

Earnings 

1970 

Earningt 

'70       "69 

Price  Gain 

Price  Range    . 

Price 

(tliousands) 

(millions) 

Par  Share 

Dividend 

Ratio 

410    432 

Southern  Cai  Edison 

—22.20/0 

4F/8-  23 

305/8 

40,483 

$1,240 

$2.68 

$1.48 

11 

412     197 

OiGiorgio 

—22.3 

273/4-    93/4 

105/8 

4,241 

*       45 

1.17 

0.60 

9 

413    472 

American  Tel  &  Tel 

—22.6 

631/2-  403/8 

47 

549,264 

25,815 

3.97 

2.60 

12 

414     515 

Hershey  Foods 

—22.9 

353/8-    205/8 

253/4 

11,862 

305 

1.30 

1.10 

20 

415    290 

Rockwell  Mfg 

—23.4 

381/4-  I8V4 

253/4 

5,776. 

149 

2.20 

1.40 

12 

416    380 

Food  Fair  Stores 

—23.4 

271/8-    123/4 

163/4 

7,263 

122 

1.43 

0.90 

12 

417     188 

McDonnell  Douglas 

—23.7 

595/8-  13 

191/2 

27,568 

538 

2.93 

0.40 

7 

418    340 

Revere  Copper 

—24.0 

40     -  155/8 

18 

5,600 

101 

1.61 

1.25 

11 

419    456 

New  England  Electric 

—24.0 

32     -  183/8 

221/8 

14,663 

324 

2.01 

1.48 

11 

420    359 

Louis  &  Nashville  RR 

—24.2 

1021/2-  483/4 

671/2 

2,479 

167 

8.80 

5.00 

8 

421 

Nebr  Consol  Mills 

—24.4 

243/4.     81/2 

123/4 

2,569 

33 

1.74 

0.50t 

7 

422    496 

Great  Atl  &  Pac  Tea 

-24.5 

39y8-  211/2 

261/4 

24,874 

653 

2.19 

1.30 

12 

423    345 

Martin  Marietta 

—24.6 

313/8-    113/8 

161/2 

22,866 

377 

1.93 

1.10 

9 

424    425 

General  Electric 

—24.9 

120    -  6O1/4 

885/8 

90,407 

8,012 

1.99 

2.60 

45 

425    246 

Corning  Glass 

—25.0 

3901/2-1451/4 

1711/2 

6,892 

1,182 

6.02 

3.25 

28 

426    363 

Ingersoli-Rand 

—25.0 

581/8-  32 

411/4 

15,023 

620 

4.00 

2.00 

10 

427 

Foremost-McKesson 

-25.1* 

391/4-  I61/4 

193/4 

12,458 

246 

1.65 

0.80 

12 

428    416 

Lincoln  National 

—25.1 

943/4-  523/4 

65% 

9,686 

638 

4.80 

1.80 

14 

429    385 

Deere  &  Co 

—25.2 

751/2-  275/8 

391/4 

14,729 

578 

3.26 

2.00 

12 

429    483 

General  Motors 

—25.2 

IO81/4-  591/2 

773/8 

285,763 

22,111 

4.35 

3.40 

18 

431    408 

Cummins  Engine 

—25.3 

47    -  255/8 

291/2 

6,046 

178 

2.80 

0.82 

11 

432 

J  Ray  McDermott 

—25.7 

1031/4-  151/4 

27 

6,693 

181 

2.60 

i.oot 

10 

433     451 

Baltimore  Gas  &  Elec 

—25.7 

39%-  253/4 

291/4 

16,564 

484 

2.70 

1.79 

11 

434 

Missouri  Beef  Packer 

-25.8* 

351/2-   125/8 

165/8 

1,133 

19 

1.72 

none 

10 

435      21 

Ward  Foods 

—25.8 

531/2-    81/2 

113/8 

3,209 

37 

1.04 

none 

11 

436    422 

Southern  Pacific 

—25.9 

493/4-  213/4 

321/2 

26,935 

875 

4.03 

1.80 

8 

437    315 

Pullman 

—26.0 

73%-  333/4 

42 

4,698 

197 

3.61 

2.80 

12 

438    421 

United  Utilities 

—26.1 

335/8-  143/4 

19% 

31,523 

627 

1.14 

0.92 

17 

439     509 

Super  Vaiu  Stores 

—26.2 

493/4-  173/4 

24 

2,059 

49 

2.18 

1.10 

11 

440    335 

American  Can 

-26.3 

64    -  34 

41 

17,738 

727 

3.68 

2.20 

11 

441    366 

Fleming 

—26.4 

23%-    87/8 

101/8 

5,007 

51 

0.95 

0.50 

11 

442    383 

General  Tire  &  Rub 

—26.4 

36    -  123/4 

201/4 

18,484 

374 

2.27 

i.oot 

9 

443     518 

Long  Island  Lighting 

—26.4 

325/8-  18 

24 

20,097 

482 

1.87 

1.33 

13 

444     156 

Northrop 

—26.7 

53'/8-  155/8 

201/4 

4,757 

96 

3.67 

1.00 

/6 

445    343 

American  General  Ins 

—26.9 

283/4-    11 

145/8 

25,320 

370 

1.15 

0.50 

13 

446    207 

Metro-Goldwyn-Mayer 

-26.9 

643/4.   121/8 

15'/2 

5,812 

90 

—4.36 

none 

def. 

447 

ESB 

—27.1 

35     -  165/8 

19% 

5,464 

109 

1.77 

1.20 

11 

448 

Wisconsin  !'>c  Power 

-27.2 

315/8-   18 

223/4 

14,934 

340 

1.85 

1.42 

12 

449    463 

Nation.il  'i  ? 

—2iA 

17      -    105/8 

111/4 

7,584 

85 

1.04 

0.80 

11 

450    453 

Anxerican  ts\i..amid 

—27.5 

48    ■  21 

31  ys 

44,366 

1,392 

1.97 

1.25 

16 

451     541 

North  States  Power 

—27.5 

35%-  213/4 

253/8 

19,019 

483 

2.52 

1.65 

10 

452     535 

'.   ion  Eiticirit 

—27.6 

283/8-    165/8 

303/8 

29,043 

592 

1.97 

1.26 

10 

453    438 

Shell  Oil 

—27.6 

77    -  351/8 

465/8 

67,384 

3,142 

3.63 

2.40 

13 

454    339 

Allied  Stores 

— 2S.0 

5IV4-  17% 

231/4 

8,273 

192 

1.86 

1.40 

13 

455    306 

Ai4;-(;inum  Co  f.mertca 

—28.2 

945/8-  47 

55 

21,504 

1,183 

5.18 

1.80 

11 

456    457 

S.,;:thern  Company 

—28,5 

35    ■  19 

23% 

51,650 

1,233 

1.89 

1.22 

13 

457    326 

Sht  .,:  Williams 

—28.9 

693/8-  26 

383/4 

5,333 

207 

2.52 

2.06 

15 

458     486 

American  Motors 

—29.2 

16'/4-     5% 

63/8 

24,579 

157 

—2.28 

none 

def. 

459     220 

Hammermill  Paper 

—29.2 

381/2-  17 

191/4 

5,716 

110 

1.96 

1.00 

10 

460    424 

Northeast  Utii'rties 

—29^ 

20    -  12 

135/8 

35,377 

482 

1.19 

0.94 

11 

461     413 

Purex 

—29.3 

38    •  105/8 

163/4 

10,612 

178 

1.13 

0.84 

15 

462  476 

463  269 

464  76 
464     258 
466    321 

Standard  Ci!  (C<«li". 
Transamer  "^ 

—29.6 

78    -  38 

423/4-    101/2 

51 
133/4 

84,837 
63,134 

4,327 
868 

5.21 
0.66 

2.80 
0.54t 

10 
21 

Ampex 

CBS 

Otis  Elevator 

~■^C],^ 

49%-  121/2 

173/4 

10,776 

191 

0.78 

none 

23 

705/8-  231/2 
61%-  333/8 

281/2 
39% 

27,042 
8,284 

769 
330 

2.53 
2.99 

1.37t 
2.00 

11 
13 

467  122 

468  478 

469  330 

470  153 

471  449 

Continental  Airlines 

Libbey-Owens-ForH 

Harsco 

Varnado 

B  F  Goodrich 

375/..     7y^ 

703/8-    283/8 

121/4 
381/2 

11,513 

10,556 

141 
406 

0.44 
2.16 

0.25 
2.20 

28 

18 

303/8-    145/8 

16% 

7,898 

133 

2.23 

1.00 

8 

371/4-  75/8 

66    ■  193/4 

185/8 

261/8 

5,851 
14,558 

109 
380 

1.51 
1.73 

1.00 
1.54 

12 
15 

472     273 

A  E  Staley  Mfg 

'    '■  '/..   ,\4 

523/,.  281/4 

301/4 

2,637 

80 

3.17 

1.40 

10 

'Not  ranked  last 

year         fPlus  stock         daf.— Deficit. 

tTI<rt«.year  price  ga 

n 
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what  Engelhard  does  for  the 
chemical  industry  is  unheard  of. 


Advances  in  the  chemical  field  since 
the  turn  of  the  half-century  have 
been  many  and  far-reaching,  and 
Engelhard  has  helped  create  a 
number  of  them  with  development 
of  sophisticated  precious  metal 
products  and  its  ability  to  supply 
critically  needed  ferrous  and  non- 
ferrous  metals  and  minerals. 

Utilizing  the  unique  characteristics 
of  the  platinum  metals,  Engelhard 
has  developed  catalysts  which 
accelerate  and  control  chemical 
reactions  in  many  liquid  and  gas 
processing  systems.  These  cata- 
lysts have  made  possible  new 
techniques  for  the  production  of 
chemicals  such  as  nitric  acid, 
hydrogen  cyanide,  hydrogen  peroxide 
...  are  being  used  to  make  a  variety 
of  chemicals  for  the  production  of 
plastics,  polyester  synthetic  fibers, 
nylon  .  .  .  are  vital  to  the  processing 
of  various  antibiotics,  rocket  fuels  .    . 
are  being  used  to  eliminate  noxious 
stack  gas  from  plants,  harmful 
exhaust  fumes  from  in-plant  vehicles 
.    .  are  making  possible  innovations 
such  as  flameless  camp  heaters. 


Departments  at  Engelhard  are 
devoted  to  answering  chemical 
processing  equipment  and  analytical 
instrument  needs:  platinum  melters 
and  platinum-clad  components  for 
the  nuclear  field  .  .  .  precious  metal 
spinnerettes  for  producing  fine  rayon 
yarn  for  tires,  synthetic  fibers  for 
draperies  .  .  .  precious  metal  tubing, 
wire,  laboratory  crucibles  and  ware 
.  .  .  precision  temperature  measuring 
devices  .  .  .  equipment  for  accurate 
oxygen  measurement,  for  purifying 
gases,  for  analyzing  corrosive  or 
non-corrosive  industrial  gases,  for 
producing  pure  nitrogen,  for  purifying 
hydrogen. 

Engelhard  provides  the  chemical 
industry  with  several  of  its  important 
mineral  requirements:  attapulgite 
products  for  conditioning  ammonium 
nitrate  and  sulfate  crystals,  for  water 
pollution  abatement  .  .  .  activated 
bauxite  for  use  as  desulfurizing 
catalysts,  sulfur  recovery  catalysts 
and  solid  desiccants  .  .  .  aluminum 
silicate  pigments  and  kaolin  clays  to 
upgrade  the  production  of  quality 
rubber  and  leather .  .  .  improved  lime 
products  for  other  chemical  uses. 


Chemical  manufacturers  and  their 
suppliers  also  look  to  Engelhard  for 
many  ferrous  and  non-ferrous  metals 
and  minerals  such  as  stainless  steel 
for  production  of  acid-resisting  tanks, 
tubing  and  other  processing  equip- 
ment .  .  .  mercury  for  use  in 
electrolytic  cells  to  produce  chlorine 
.  .  .  chrome  and  manganese  for  the 
manufacture  of  colors,  dye  stuffs, 
tanning  and  plating  chemicals  .  .  . 
fluorspar  for  the  manufacture  of 
hydrofluoric  acid  .  .  .  zinc  oxide  for 
use  in  paints  .  .  .  and  other  materials 
such  as  tin,  lead,,  copper,  monel 
scrap,   molybdenum,   ilmenite,   rutile, 
tentalite,  sulfur  and  barytes  for 
countless  other  uses. 

If  you  would  like  to  know  more 
about  the  other  markets  we  serve, 
please  write  for  our  new  brochure 
■TheStory  of  EMC." 


MINERALS  »  CHEMICALS  CORPORATION 

113  Astor  Street,  Newark,  New  Jersey  07114 
An  Equal  Oppo'tunity  Employer 


PTX  Catalytic  Exhaust  Purifier  eliminates  harmful 
automobile  emissions. 


High  quality  lime  is  used  in  the  basic  oxygen  method  of  steel  production. 
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IDEAL'S  Seattle,  Washington  cement  plant 

...an  example  of  what  can  be  done  in  pollution  control 


In  the  past  few  vears.  Ideal  Cement  lias 
liuilt  a  number  oi"  new  plant;;,  eacli  more 
modern,  and  environmentallv  more  accept- 
able than  the  ones  before.  Ideals  newest 
plant  pictured  above  was  completed  in  1967 
at  Seattle  and  is  refjarded  bv  us  and  other 
knowledgeable  people  as  the  best  exam]ile 
of  a  pollution-free  cement  plant  anywhere. 

XXe  at  Ideal  are  in  full  accord  with  the 
need  to  improve  the  environment,  a  view 
that  \-,e  think  generally  speaking  is  shared 
by  owners  and  managers  of  industrv  who 
are  aware  of  the  problems  and  -ensiiixe  lo 
the  need  for  improvenieiit. 

More  than  a  year  ago  we  undertook  a 
program  lo  evaluate  our  objectives  Avliich 
we  felt  had  to  be: 

(a)  to  l>rmg  our  jilants  if  possible  into 
conformity  willi  pollution  control  reg- 
ulation-: 

(b)  lo  remain  strong  in  our  luarkels 
with  respect  to  both  uniformilv  of 
ijuality  and  adeipiacv  of  su])pK  : 

(c)  lo  cover  our  co^ls.  remain  compet- 
itive, and  earn  an  appropriate  return 
on  our  stockholders"  eipiilv. 

"With  respe(  I  to  our  Southern  and  WesI 
Coast  areas,  our  Hoanl  of  Directors  on  No- 
vember  19,  1970.  ap[)roved  in  principle  pro- 
grams necessary  lo  bring  those  operation- 
into  confoiniity  uiih  air  ;md  waicr  poila- 


lion  regulation-.  E\[)enditures  are  estimated 
to  be  •S22  million  and  our  target  date  for 
completion  of  this  |)ha>e  is  1974.  \'i  bile  in- 
tended [)rimari]v  to  correct  environmental 
conditions,  a  ])arallel  objective  is  to  increase 
j)roductivily  and  maximize  returns  bv  oper- 
ating the  most  elhcient  plants  at  full  rated 
cajiacity  and  ifnecessary  curtailing  at  others. 

I  nder  this  program  four  of  the  South- 
ern Area  |)hints  will  be  o])eraled  at  full  ca- 
])acily  and  three  partiallv  curtailed  tempo- 
rarily. In  Calilornia  the  U\o  aging  and  in- 
edicienl  plant-  at  Redwood  Cilv  and  ."san 
.luan  Haulista  are  being  shut  down  peinia- 
nently.  After  production  terminate-  Red- 
wood City  will  be  operateil  as  a  distribution 
terminal.  Vie  have  large  modern  storage 
caj)acily  there  and  efhcienl  facilities  for 
loading  and  unltiading  ship,  barge  and  rail 
siiipmenls. 

Cement  for  the  Reilwood  Citv  terminal 
Mill  be  supplied  |)rimarily  from  the  new 
Seattle  plant  using  marine  ci|uipment  such 
as  we  have  operated  loi-  years  in  our  Soulli- 
ern  and  Culf  Coast  markets.  This  will  enable 
us  lo  operate  Seattle  al  full  rated  capacity 
and  maintain  our  overall  position  on  a  mine 
favorable  basis.  If  necessary,  cement  for  the 
Redwood  City  lerminal  will  also  be  supple- 
mented from  other  sources.  When  the  eco- 
nomic climale  improves  Ideal  intends  to 
build  a  new  modern  j)lanl  in  Northern  Cali- 
lornia where  wc  now  own  large  thoroughly 


^W^  IC)EAL  BASIC  INDUSTRIES,  INC. 


tested  reserves  of  excellent  limestone. 

Except  lor  the  terminal  facilities  at 
Redwood  City,  the  plants  there  and  at  San 
Juan  will  be  dismantled  after  shut-down. 
The  real  estate  at  both  locations  has  signifi- 
cant potential  and  is  being  studied  for  ap- 
propriate development  later. 

No  more  plant  closings  aie  anticipated. 
Ideal-  remaining  five  plants  are  now  under 
sludv  as  lo  environmental  problems  and 
plan>  with  re>[)ect  to  their  solution  will  he 
announced  from  lime  to  time.  Our  industry 
is  what  hnancial  people  call  "capital  inten- 
sive, which  means  in  every  dav  language 
I  hat  it  takes  a  lot  of  money  to  build  a  new  plant 
or  modernize  an  old  one. 

It  has  been  made  clear  at  top  govern- 
ment levels  thai  "Kach  company  nnist  solve 
its  pollution  problems,  and  that  the  product 
must  stand  the  cost."  A  major  price  increase 
wa>  announced  recently  partly  lo  make  it 
|)ossible  for  us  to  carrv  through  the  environ- 
mental program  described,  but  of  more  im- 
portance lo  cover  the  tremendous  increase 
in  I  he  cost  of  fuel,  power,  labor,  and  every- 
thing else  wc  use  in  the  operation  ol  our  ■ 
busine-s.  ] 

Ideal  will  continue  to  serve  all  the  i 
markets  it  has  in  the  past  in  26  stales,  opcr-  j 
aling  If  plants  having  a  combined  annual 
capacity  of  36  million  barrels  of  cement 
keeping  it  still. the  largest"  cement  producer 
in  North  America. 

Ideal  Cement  Building 

821  17th  St.  -  Denver,  Colorado  80202 


pnnapal  divisions  /  Ideal  Cement  Company  •  Potash  Company  of  America 

Write  for  Annual  Report 
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473 

235 

American  Airlines 

—31.3% 

49     - 

15 

21 

20,281 

$426 

$0.69 

$0.80 

30 

474 

468 

Greyhound 

—31.4 

26%- 

13 

141/2 

32,310 

468 

1.30 

1.00 

11 

475 

460 

Celanese 

—31.6 

893/4- 

411/2 

58 

13,323 

773 

4.40 

2.00 

13 

476 

395 

Alcan  Aluminium 

—31.6 

42%- 

191/4 

213/8 

32,942 

704 

2.43 

1.20 

9 

477 

170 

North  Amer  Philips 

—31.7 

593/4- 

18 

22% 

8,819 

202 

1.82 

1.00 

13 

478 

499 

Commonwealth  Edison 

—32.0 

551/4- 

281/8 

363/8 

42,198 

1,535 

2.87 

2.20 

13 

479 

417 

Missouri  Pacific  RR 

—32.1 

961/2- 

451/2 

581/4 

1,903 

111 

11.50 

5.00 

5 

480 

8 

A-T-0 

—32.4 

74     - 

6 

8I/4 

7,524 

62 

0.68 

0.11 

12 

481 

403 

Travelers 

— 3Z6 

441/2- 

21 

291/4 

45,095 

1,319 

1.30 

0.80 

23 

482 

125 

Motorola 

—32.8 

1163/4- 

31 

551/4 

13,304 

735 

2.29 

0.55 

24 

483 

303 

Bohack 

—32.9 

391/2- 

11 

175/8 

729 

13 

1.68 

none 

10 

484 

513 

Amer  Electric  Power 

—33.2 

423/8- 

22 

281/2 

50,000 

1,425 

2.29 

1.66 

12 

485 

506 

Consumers  Power 

—33.5 

51%- 

275/8 

34 

24,034 

817 

3.11 

2.00 

11 

486 

351 

Union  Oil  California 

—33.6 

70     - 

235/8 

33% 

28,296 

959 

3.19 

1.60 

11 

487 

527 

Publ  Serv  Elec  &  Gas 

488 

' 

Hyster 

489 

74 

Crowell-Coll  &  Macm 

490 

" 

Penn  Power  &  Light 

491 

434 

National  Steel 

492 

96 

Colt  Industries 

493  40 

494  463 

495  371 

496  437 

497  539 

498  252 


499  116 

500  477 

501  387 

502  487 

503  218 

504  431 


505  402 

506  541 

507  513 

508  441 

509  257 

510  522 


Walter  Kidde  &  Co 
C&O/B&O  Railroads 
Upjohn 
Borden 

Provident  Life 
Spartans  Industries 


Rohr 

Borman's 
Genesco 
Tim  ken 

Cessna  Aircraft 
Republic  Steel 


Mead 

Aetna  Life  &  Caslty 

Sunbeam 

Amsted  Industries 

USM 

Rohm  &  Haas 


—33.8 
—33.9 
—34.2 
—34.3 
—34.5 
—34.5 


393/4- 

205/8 

26 

35,974 

935 

2.50 

1.64 

10 

531/4- 

26 

301/4 

2,704 

82 

4.33 

1.45 

7 

405/8- 

8 

n% 

13,486 

157 

0.84 

nonet 

14 

381/2- 

201/8 

231/2 

15,452 

363 

2.00 

1.60 

12 

641/2- 

321/2 

40% 

16,388 

670 

4.31 

2.50 

9 

83     - 

121/2 

143/4 

6,340 

94 

—1.08 

1.00 

def. 

—35.1 
—35.2 
—35.2 
—35.3 
—35.4 
—35.9 


805/a 
861/4 
831/4 

41'/8 

861/4 
291/2 


—36.1 
—36.3 
—36.4 
—36.5 
—36.5 
—36.6 


39 

301/4 
581/4 
49% 

313/8 

53% 


-36.7 
-36.8 
-37.0 
-372 
-37.2 
-37.2 


331/2 
681/2 
405/g 
643/4 
521/2 
1321/4 


511  537  Virginia  Elec  &  Powr 

512  548  Federal-Mogul 

513  471  Santa  Fe  Industries 

514  509  Smith  Kline  &  French 

515  530  CPC  International 

516  434  NLT 


-3)4 
-37.5 
-37.6 
-37.7 
-37.9 
-38.2 


373/8 

42 

42 

861/4 

53% 

451/2 


15 
395/8 

325/8 

173/8 

441/4 

51/4 


26 
501/2 

483/4 
263/8 

551/4 

83/8 


8,758 
8,683 
14,681 
28,459 
3,937 
9,088 


228 
438 
716 
751 
218 
76 


2.59 
6.09 
2.58 
1.75 
4.30 
0.69 


141/4 
9% 
20 
251/8 
11% 

263/8 


18 

123/4 

241/2 

30 

15 

271/4 


3,680 

2,965 

10,968 

10,643 

7,099 

16,176 


66 
38 
269 
319 
106 
441 


2.59 
1.26 
1.75 
2.78 
1.31 
3.59 


11 

32% 

15 

241/2 

20 

53% 


14% 

43 

231/4 

30 

20% 

81 


16,354 

26,406 

11,646 

2,768 

4,642 

6,271 


243 
1,135 

271 
83 
97 

508 


0.93 
1.40 
1.33 
2.92 
2.82 
4.48 


175/8 
201/8 
I61/2 
36 

263/8 
223/4 


231/4 
233/4 

203/4 

481/2 

331/8 
271/2 


36,393 
5,289 
24,708 
14,387 
22,841 
16,963 


846 
126 
513 
698 
757 
466 


1.72 
2.22 
1.81 
2.93 
2.52 
2.90 


nonet 

4.00 

1.60 

1.20 

0.68 

0.45 


0.80 

0.80 

1.68 

1.80 

0.75t 

2.50 


1.00 
1.40 
0.80 
2.40 
1.60 
1.60t 


1.12 
1.80 
1.60 
2.00 
1.70 
0.48t 


10 
8 
19 
15 
13 
12 


7 

10 
14 
11 
11 

8 


16 
31 
17 
10 
7 
18 


14 
11 
11 
17 
13 
9 


517 

437 

General  Tel  &  Elec 

—38.3 

55 

205/8 

283/8 

106,359 

3,018 

2.05 

1.52 

14 

518 

361 

Scott  Paper 

—38.9 

39% 

211/8 

233/8 

33,915 

793 

1.63 

1.00 

14 

519 

497 

Cone  Mills 

—38.9 

311/2 

131/8 

185/8 

3,195 

60 

1.28 

1.00 

15 

520 

302 

Zenith  Radio 

—39.4 

883/4 

221/4 

363/4 

19,020 

699 

1.35 

1.40 

27 

521 

« 

Carson  Pirie  Scott 

—39.4 

421/2 

101/4 

12% 

2,184 

28 

0.93 

1.00 

14 

522 

214 

Grumman 

—39.5 

481/4 

123/4 

183/4 

7,134 

134 

2.85 

1.00 

7 

523 

150 

Northwest  Orient  Air 

—39.7 

671/2 

143/8 

191/4 

20,914 

403 

2.56 

0.45 

8 

524 

304 

Ex-Cell-0 

-40.0 

41 

I61/2 

18 

8,429 

152 

2.22 

1.25 

8 

525 

381 

Albertson's 

—40.3 

20 

8 

103/8 

5,790 

60 

0.92 

0.36 

11 

526 

503 

IntematI  Harvester 

—40.3 

52% 

22 

273/8 

27,702 

758 

2.25 

1.80 

12 

527 

533 

Niagara  Mohawk  Power 

—40.4 

261/2 

13% 

15% 

31,751 

504 

1.52 

1.10 

10 

528 

123 

Gulf  &  Western 

-40.4 

641/4 

■     91/2 

16% 

14,964 

253 

2.29 

0.45 

7 

529 

419 

Stauffer  Chemical 

—40.5 

553/8 

251/8 

301/8 

9,689 

292 

2.93 

1.80 

10 

530 

453 

General  Cable 

—40.6 

553/4 

145/8 

201/2 

13,521 

277 

1.16 

0.80 

18 

531 

527 

Inland  Steel 

—40.9 

453/8 

223/4 

263/8 

18,249 

481 

3.05 

2.00 

9 

532 

429 

Interlake 

—42.3 

411/4 

213/4 

223/8 

4,411 

99 

3.03 

1.80 

7 

533 

95 

Braniff  Airways 

—42.4 

321/2 

61/4 

7 

5,292 

37 

—0.32 

0.50 

def. 

534 

470 

Norton 

-42.6 

541/2 

223/4 

255/8 

5,408 

139 

2.57 

1.50 

10 

•Not  ranked  last  year.        tPlus  stock.        def— Deficit. 
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Who's  Where  in  the  Stock  Market 


Total 

Latest 

Shares 

Market 

12-Month 

Indicated 

Price/ 

Rank 

COMPANY 

5-year 

1966-1970 

Recent 

Outstanding 

Value 

Earnings 

1970 

Earnings 

■70 

'69 

PriM  Gain 

Price  Range  - 

Price 

(thousands) 

(millions) 

Per  Share 

Dividend 

Ratio 

535 

500 

MCA 

-42.8% 

53V4-    113/8 

201/4 

8,195 

$166 

$1.47 

$0.60 

14 

536 

420 

Duke  Power 

-43.2 

431/2-  201/8 

243/8 

25,785 

'     629 

1.67 

1.40 

15 

537 

* 

American  Investment 

—43.2 

281/2-     7 

nVz 

5,488 

63 

1.02 

0.65 

11 

538 

440 

Armco  Steel 

—43.3 

361/8-  18% 

20 

28,889 

578 

2.33 

1.60 

9 

539 

307 

R  R  Donnelley  &  Sons 

—43.4 

333/8-  131/2 

161/2 

19,311- 

319 

1.12 

0.44 

15 

540 

* 

Bunker-Ramo 

-43.6 

213/8-       61/8 

91/8 

18,017 

164 

0.49 

none 

19 

541 

472 

Diamond  Shamrock 

—43.9 

487/8-  IV/a 

181/4 

14,608 

267 

1.49 

1.10 

12 

542 

398 

Cerro 

-43.9 

431/4-   161/8 

18V4 

8,146 

149 

4.33 

1.60t 

4 

542 

520 

Glen  Alden 

—43.9 

2078-     5 

678 

20,402 

140 

0.93 

none 

7 

544 

247 

Kayser-Roth 

—44.0 

443/4.  157/8 

21 

6,096 

128 

2.32 

0.60 

9 

545 

555 

Consolidated  Ediscn 

—44.1 

433/8-  22 

235/8 

42,430 

1,002 

2.02 

1.80 

12 

546 

548 

Chrysler 

—U.7 

723/4-    161/8 

291/2 

47,942 

1,414 

—0.52 

0.60 

def. 

547 

515 

Philadelphia  Elec 

—44.8 

365/8-  19 

203/8 

35,129 

716 

1.85 

1.64 

11 

548 

490 

Ethyl 

-44.9 

51     -  15 

201/4 

10,059 

204 

3.06 

0.84 

7 

549 

* 

Warnaco 

—45.0 

40    -  10 

143/4 

3,696 

55 

1.19 

0.90 

12 

550 

443 

Cannon  Mills 

—45.1 

128    -  57 

67 

1,873 

125 

7.66 

3.60 

9 

551 

518 

Babcock  &  Wilcox 

—45.1 

581/2-  1278 

233/4 

12,367 

294 

0.64 

0.93 

37 

552 

531 

General  Public  Util 

—45.2 

373/4.   163/4 

201/8 

28,792 

579 

1.83 

1.60 

11 

553 

247 

Lykes-Youngstown 

—45.5 

373/4-    51/4 

578 

8,956 

53 

0.03 

0.45 

- 

554 

534 

Detroit  Edison 

-^5.6 

371/2-  171/8 

201/4 

31,741 

643 

1.88 

1.40 

11 

555 

558 

May  Dept  Stores 

—45.8 

545/8-  151/2 

291/2 

15,054 

444 

1.83 

1.60 

16 

556 

201 

Beech  Aircraft 

—45.9 

46%-    8 

1078 

4,552 

50 

—3.07 

0.75 

def. 

557 

276 

RCA  Corp 

-46.3 

651/2-   181/8 

2478 

68,403 

1,702 

1.48 

1.00 

17 

558 

360 

Allegheny  Ludlum 

-47.0 

791/4-  251/8 

263/4 

4,744 

127 

2.91 

2.40 

9 

559 

543 

Union  Carbide 

-47.3 

703/8-  291/2 

361/8 

59,766 

2,159 

2.79 

2.00 

13 

560 

86 

General  Instrument 

— 47J 

811/8-  111/4 

16 

6,250 

100 

0.55 

nonet 

29 

561 

554 

Jefferson-Pilot  Corp 

-47.3 

521/2-  231/2 

271/2 

12,121 

333 

2.50 

0.80 

11 

562 

182 

Ogden 

—47.4 

52     -    65/8 

101/8 

10,825 

110 

0.43 

0.20 

24 

563 

256 

Texas  Gulf  Sulphur 

—47.7 

533/8-  13 

1578 

30,386 

482 

1.72 

0.60 

9 

564 

561 

E 1  du  Pont 

-47.8 

242    -  921/2 

125 

47,089 

5,886 

7.02 

5.00 

18 

565 

* 

Wallace-Murray 

—47.8 

471/2-  12 

173/4 

2,792 

50 

2.12 

1.00 

8 

566 

168 

E  F  MacDonald 

—48.1 

241/8-    41/2 

5Vs 

3,719 

19 

0.58 

0.38 

9 

566 

194 

McGraw-Hill 

—48.1 

561/2-  101/4 

153/8 

22,266 

342 

0.81 

0.60 

19 

568 

559 

W  R  Grace 

— 4«.l 

605/8-  203/4 

291/8 

20,380 

594 

1.66 

1.50 

18 

569 

405 

Pan  Am  World  Airways 

—48.2 

395/8-    8 

131/4 

34,908 

463 

—0.66 

none 

def. 

570 

455 

Bethlehem  Steel 

—48.3 

423/8-  191/2 

2078 

44,022 

919 

2.63 

1.80 

8 

571 

463 

FMC 

—484 

443/8-  151/2 

205/8 

30,995 

639 

1.91 

0.85 

11 

572 

221 

Curtiss-Wright 

—48.8 

293/8-  IQi/g 

iiys 

8,299 

94 

0.43 

0.90 

26 

573 

317 

Anaconda 

-48.8 

661/4-  191/8 

205/8 

21,891 

452 

4.19 

1.90 

5 

574 

179 

Fairchild  Hiller 

— 49J 

295/8-    6 

9^/8 

4,559 

42 

1.58 

0.30 

6 

575 

529 

McLouth  Steel 

—49.7 

481/4-    123/4 

19 

3,579 

68 

—1.60 

0.40 

def. 

576 

520 

>  Reduction 

—50.0 

471/2-  121/2 

185/8 

11,348 

211 

1.74 

0.80 

11 

577 

342 

Am  Broadcasting  Cos 

—50.4 

68    -  195/8 

241/8 

7,073 

171 

2.47 

1.20 

10 

578 

502 

United  States  Steel 
"    otieth  Cent-Fox 

—50.6 
—50.7 

553/4-  281/8 

291/4 

54,169 

1,584 

3.22 

2.40 

9 

579 

202 

413/4-      6 

8 

8.562 

68 

—2.93 

none 

def. 

580 

413 

■'lis  Metals 

—50.9 

66I/4-  221/2 

241/4 

16,720 

405 

2.99 

1.10 

8 

581 

272 

>  ^.torc-s 

—51.7 

4678-  11% 

laya 

5,421 

71 

0.75 

0.60 

18 

582 

—51.8 

521/4-  201/2 

22 

2,034 

45 

2.10 

1.90 

10 

583 

381 

^': 

—51.9 

2678-    5 

6»/2 

3,263 

21 

0.07 

0.20 

_ 

584 

478 

Natic 

—52.0 

40    ■  16 

1678 

23,681 

400 

1.81 

1.53 

9 

585 

427 

Pennwolt 

—52.1 

68    -  171/8 

231/4 

7,310 

170 

1.34 

1.20 

17 

586 

545 

Norfolk  &  Western 

—53.0 

1391/4-  495/8 

591/2 

9,398 

559 

7.14 

5.50 

8 

587 

K.thring 

-53.3 

4878-  151/2 

1778 

2,580 

46 

1.95 

1.20 

9 

588 

522 

Western  Air  Lines 

—534 

59    -    65/8 

20% 

4,904 

100 

—049 

none 

def. 

589 

436 

H  K  Porter 

—53.7 

411/2-  14 

17% 

1,323 

23 

1.29 

1.00 

14 

590 

291 

Budd 

—54.1 

37    -    6 

9-/8 

5,558 

51 

—043 

0.45 

def. 

590 

592 

177 

484 

National  Airlines 

Morrison-Kr'H  pp 

—54.1 
— .'>5.2 

523^-    978 
271/4-    8I/2 

161/8 
111/2 

8,428 
2,366 

136 
27 

—0.14 
—1.59 

0.40 
0.30t 

def. 
def. 

593 

445 

Signal  Coniiu,    o3 

—55.8 

4778-  111/2 

131/4 

18,847 

250 

1.39 

1.05 

10 

594 

428 

Olin  Corp 

—55.9 

541/2-  1378 

171/8 

23,315 

399 

1.28 

0.88 

13 

595 

Chicago  Rock  Island 

—56.1 

47     -  10 

151/4 

2,921 

45 

—5.48 

none 

def. 

596 

399 

Allied  Supermarkets 

—56.4 

24    ■    43/8 

63/8 

3,914 

25 

—1.59 

0.15 

def. 

•Not  ranked  la 

!t  year.         tPlus  stock.        def.-Detidt. 

64 


FORBES.   JANUARY    1.    1971 


Who's  Where  in  the  Stock  Market 


Total 

Latest 

Ra 

■70 

ill 

•69 

COMPANY 

5-Year 
Price  Gain 

1966-1970 
Price  Range 

Recent 
Price 

Shares 
Outstanding 
(thousands) 

Market 

Value 

(millions) 

12-Month 
Earnings 
Per  Share 

Indicated 

1970 
Dividend 

Price/ 

Earnings 

Ratio 

597 

323 

Avco 

—56.6% 

653/8-     9 

103/4 

11,469 

$123 

$1.28 

$0.60 

8 

b98 

259 

Allis-Chalm«rs 

—56.7 

44     -  12'/8 

145/8 

10,690 

156 

1.42 

none 

10 

b9y 

Cutler-Hammer 

—56^ 

72%-  145/8 

251/8 

3,376 

85 

1.81 

1.20 

14 

600 

524 

North  Amer  Rockwell 

—57.9 

44%-  15'/4 

173/4 

23,909 

424 

2.27 

1.20 

8 

601 

389 

J  P  Stevens 

—58.0 

801/2-  251/2 

295/8 

6,152 

182 

1.96 

2.40 

15 

602 

Thiokol  Chemical 

—58.2 

27     -     7 

8I/4 

6,009 

50 

1.01 

0.40 

8 

6UJ 

dbl 

UAL 

—58.5 

873/8-  121/2 

213/4 
141/2 

18,424 
1,838 

401 
27 

—0.69 
1.43 

0.75 
0.68 

def. 

604 

• 

Allied  Products 

—58.6 

701/2-  111/2 

10 

604 

560 

Monsanto 

—58.6 

83'/8-  273/4 

34 

33,088 

1,125 

2.45 

1.80 

14 

604 

450 

Seaboard  Coast  Line 

—58.6 

693/4-  221/4 

331/4 

8,985 

299 

2.91 

2.20 

11 

60/ 

494 

Northwest  Industries 

—58.8 

60%-     8% 

165/8 

7,432 

124 

2.07 

none 

8 

608 

221 

Addressograph-Muiti 

—58.8 

91'/8-  191/2 

241/4 

8,037 

195 

1.60 

1.40 

15 

609 

• 

Spencer  Foods 

—58.9 

471/4-     81/2 

105/8 

992 

11 

1.09 

0.25 

10 

610 

3b4 

Chemetron 

—59.2 

643/4-  191/2 

231/8 

3,695 

85 

2.66 

1.00 

9 

611 

525 

Thriftimart 

—59.5 

393/4-     97/8 

111/4 

1,259 

14 

0.84 

0.55 

13 

612 

4/2 

West  Point-Pepperell 

—60.0 

64     -  I61/4 

221/8 

4,750 

105 

1.82 

1.30 

12 

613 

167 

Iowa  Beef  Processors 

—60.0 

771/2-  I61/2 

233/8 

2,171 

51 

0.56 

none 

42 

614 

562 

GAF 

-60.3 

331/2-     71/4 

111/2 

13,587 

156 

0.35 

0.40 

33 

61b 

552 

American  Natl  Ins 

—60.4 

191/8-     7% 

7% 

33,000 

252 

0.56 

0.38 

14 

616 

442 

Time  Inc 

—60.9 

115     -  251/2 

401/2 

7,257 

294 

3.09 

1.90 

13 

61/ 

3// 

United  Aircraft 

—61.0 

in'/2-  235/8 

32 

12,091 

387 

3.31 

1.80 

10 

618 

551 

Allied  Chemical 

-61.1 

521/8-  161/8 

183/8 

27.745 

510 

1.64 

1.20 

11 

619 

• 

NVF 

—61.4 

36     -     8 1/4 

83/4 

967 

8 

5.38 

none 

2 

620 

• 

Maremont 

—61.4 

303/8-      65/8 

9y4 

2,031 

20 

0.90 

nonet 

11 

621 

310 

Inmont 

—61.6 

301/8-     61/4 

8 

7,890 

63 

0.20 

0.29 

40 

622 

553 

Franklin  Life 

—€2.2 

391/8-     9 

1378 

21,008 

291 

1.18 

0.45 

12 

623 

82 

Ling-Temco-Vought 

—62.3 

1691/2-     71/g 

121/8 

2,424 

29 

—7.11 

0.33 

def. 

624  287 

625  468 

626  503 

627  208 
628 

629  459 


White  Motor 
Wheeling-Pitts  Steel 
Libby,  McNeill  &  Lib 
Litton  Industries 
Diversified  Inds 
Eastern  Air  Lines 


—624 

— 64J 

—64.6 

—64.8 

-64.9« 

—65.7 


571/2- 
371/8- 
19'/8- 

1121/4- 

55  - 
615/8- 


9y8 

5 
151/4 

41/2 
11 


14 
10 

5 
21% 

8% 
151/4 


6,530 
3,639 
5,981 

29,266 
5,751 

11,922 


91 
36 
30 

633 
48 

182 


-0.64 

.1.18 

-1.42 

1.65 

0.57 

0.95 


0.50 

none 

none 

nonet 

0.36 

none 


def. 
8 

def. 
13 
15 
16 


630 

506 

Arden-May/air 

—67.4 

251/2- 

5y4 

7% 

2,785 

21 

0.28 

0.20 

26 

631 

480 

General  Dynamics 

—68.5 

79 

161/2 

17% 

10,539 

188 

2.92 

0.50 

6 

632 

117 

Collins  Radio 

—69.5 

lI4'/8- 

9 

15 

2,968 

45 

—0.38 

0.20 

def.  ■ 

633 

526 

Massey-Ferguson 

—70.3 

363/4- 

8 

9y4 

18,195 

177 

0.35 

1.00 

28 

634 

377 

Arlan's  Oept  Stores 

—70.6 

40'/8- 

6% 

m 

2,775 

22 

—0.43 

0.20 

def. 

635 

185 

SCM 

— 7h9 

831/4- 

11  % 

13% 

9,141 

125 

0.33 

0.45 

41 

636 

556 

IntI  Minerals  &  Chem 

—72.1 

571/2- 

81/8 

13% 

10,911 

143 

0.45 

none 

29 

637 

550 

Jones  &  Laughlin 

—732 

40     - 

9 

91/2 

15,888 

151 

—0.30 

0.34 

def. 

638 

136 

Admiral 

—74.2 

67%- 

61/2 

8% 

5,158 

43 

—2.55 

none 

def. 

639 

26 

Fairchild  Camera 

—74.8 

1441/2- 

18 

251/4 

4,376 

110 

—2.89 

none 

def. 

640 

509 

Chi  Milw  St  P  &  Pac 

—76.5 

743/4- 

61/4 

10% 

2,180 

24 

—5.43 

none 

def. 

641 

404 

Boeing 

—77.6 

1123/8- 

12 

14% 

21,683 

317 

0.42 

0.40 

35 

642 

294 

Bangor  Punta 

-78.9 

611/8- 

5'/2 

6% 

3,897 

27 

—0.39 

0.15 

def. 

643 

540 

Dan  River 

—79.7 

37%- 

6 

7 

5,625 

39 

—0.46 

0.25 

def. 

644 

547 

Trans  World  Airlines 

—81.9 

101     - 

9y4 

111/2 

10,200 

117 

—2.93 

none 

def. 

645 

557 

Lockheed  Aircraft 

—84.6 

7378- 

7 

9 

11,359 

102 

—4.10 

none 

def. 

646 

171 

Northeast  Airlines 

—88.5 

38%- 

31/2 

3% 

6,685 

24 

—2.52 

none 

def. 

647 

462 

Penn  Central 

—91.3 

86I/2- 

51/2 

5% 

24,112 

136 

—8.62 

none 

def. 

Alexander's 

»« 

29%- 

141/8 

22% 

4,586 

105 

1.36 

0.29t 

17 

Amer  Beef  Packers 

5* 

303/4- 

41/2 

61/4 

1,390 

9 

0.32 

none 

20 

Burl.nston  Northern 

sc 

41%- 

203/4 

30% 

12,295 

373 

2.14 

1.78 

14 

Cont  nental  Corp 

S9 

653/4- 

271/2 

32% 

21,306 

700 

2.40 

2.00 

14 

Daniel  Construction 

tt9 

16%- 

10% 

141/2 

2,344 

34 

2.29 

0.34 

6 

Great  North  Nekoosa 

«• 

75     - 

30% 

40 

4,134 

165 

3.98 

1.60 

10 

Morton-Norwich  Prod 

«« 

521/4- 

223/4 

321/2 

12,402 

403 

1.85 

0.80 

18 

New  York  Times 

»« 

60>/4- 

9 

19% 

8,520 

163 

1.30 

0.60 

15 

Norton  S  mon 

»o 

491/4- 

223/4 

25% 

11,374 

291 

2.80 

nonet 

9 

Ralph  M  Parsons 

OS 

267g- 

111/2 

18 

2,225 

40 

1.30 

0.25 

14 

Squibb  Beech-Nut 

a» 

701/4- 

351/4 

69% 

17,121 

1,192 

2.53 

1.50 

28 

Williams  Brothers 

OS 

441/4- 

8% 

33% 

6,415 

214 

3.18 

none 

10 

•Not  ranked  last  year.      tPlus  stock.      ftFour-year  price  gain      def.— Deficit.    "Not  available;   not  ranked.     FORBES  Estimated  Earnings  per  share  for  all  insurance  companies. 
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Who's  Where 

within 

the 

Industry 
Groups? 


For  some  companies  and  some  in- 
dustries, prosperity  is  a  sometime 
thing.  For  others  it  is  a  regular  oc- 
currence. Look  at  the  airlines:  Last 
year  in  Forbes'  Annual  Report  on 
American  Industry  they  were  tied  for 
first  place  with  personal  consumer 
goods;  this  year  the  airlines  dropped 
all  the  way  to  18th  place  in  a  field  of 
27.  And  personal  consumer  goods? 
First  last  year,  they  were  first  again 
this  year. 

What  happened,  of  course,  was 
that  the  airhnes  were  so  badly  hurt 
in  the  latest  12  months  that  the  in- 
dustry's five-year  average  was  badly 
diluted.  Personal  consumer  goods,  on 
the  other  hand,  which  includes  such 
products  as  razor  blades,  pharmaceu- 
ticals, ethical  drugs,  cameras  and 
film,  were  virtually  unscathed  by  the 


recession.  Obviously  indulgence,  like 
charity,  begins  at  home. 

Which  industries  held  up  well  last 
year?  Which  were  hurt?  In  spite  of 
the  pinch  in  consumer  spending,  it 
was  the  consumer-oriented  industries 
that  did  best,  by  and  large.  When 
things  get  tight,  companies  still  tend 
to  watch  their  spending  more  closely 
than  famihes  do.  Even  in  air  travel 
the  falloff  in  traffic  in  1970  came 
mostly  in  the  business  sector  rather 
than  in  pleasure  travel.  Besides  Con- 
sumer Goods:  Personal,  two  other 
groupings  of  consumer  goods  pro- 
ducers—Household and  Food  &  Drink 
—were  among  the  Top  Ten  in  profit- 
ability. Also  among  the  Top  Ten  were 
two  other  consumer-oriented  indus- 
tries: Distribution:  Retailers  and  Lei- 
sure &  Education. 


INDUSTRY  D/IEDIANS:  Yardsticks  of  IVIanagement  Performance 


1 

PROF 

Late 

ITABILITY 

5-Year 

GROV 

Annual 

VTH 

5-Year 

St  12  Month 

5- Year  Return 

5- Year  Annual 

Return  on 

Equity 

RetL 

rn  on  Equity 

on 

Total  Capital 

Sales  Growtfi 

Earnings  Per  Share  Growth 

INDUSTRY 

Rank 

Percent 

Rank 

Percent 

Rank 

Percent 

Rank 

Percent 

Rank 

Percent 

Consumer  Goods:  Personal 

1 

16.8 

1 

16.0 

1 

14.7 

6 

10.6 

2 

8.4 

Metals:  Nonferrous 

2 

15.2 

3 

12.7 

2 

12.3 

14 

9.6 

4 

6.2 

Information  Processing 

3 

14.5 

6 

11.9 

3 

12.2 

4 

13.6 

5 

6.0 

Consumer  Goods:  Household 

4 

14.1 

7 

11.5 

4 

11.7 

20 

8.2 

19 

0.7 

Multicompanies:  Conglomerates 

5 

14.0 

13 

10.4 

12 

9.9 

1 

20.0 

6 

5.9 

Distribution:  Supermarkets 

6 

13.7 

2 

12.8 

7 

10.3 

12 

9.8 

6 

5.9 

Consumer  Goods:  Food  &  Drink 

7 

13.5 

5 

12.3 

fi 

11.3 

18 

8.3 

3 

6.8 

Electronics 

7 

13.5 

9 

11.2 

5 

11.5 

11 

9.9 

13 

3.8 

Distribution:  Retailers 

9 

13.3 

17 

10.1 

9 

10.1 

16 

9.2 

16 

2.2 

Leisure  &  Education 

9 

13.3 

7 

11.5 

13 

9.6 

8 

10.3 

14 

3.7 

Energy 

11 

12.9 

11 

10.7 

14 

9.5 

17 

8.8 

9 

5.0 

Industrial  Equipment 

12 

12.7 

11 

10.7 

9 

10.1 

7 

10.5 

17 

2.1 

Consumer  Goods:  Apparel 

13 

12.4 

18 

9.6 

16 

8.9 

10 

10.2 

18 

1.7 

Utilities:  Natural  Gas 

13 

12.4 

4 

12.6 

?4 

6.5 

15 

9.3 

8 

5.7 

Aerospace  &  Defense 

■  :  1 

16 

10.2 

8 

10.2 

8 

10.3 

22 

-2.3 

Distribution:  Wholesalers 

13 

10.4 

n 

10.0 

21 

8.1 

11 

4.5 

Utilities:  Electric 

'  / 

r.  6 

13 

10.4 

7'\ 

5.9 

22 

7.8 

12 

3.9 

Transportation:  Airlines 

:,•; 

\'  A 

27 

def. 

26 

5.8 

3 

15.2 

27 

P-D 

Chemicals 

:\A 

19 

9.5 

19 

8.7 

23 

6.7 

25 

-4.4 

Forest  Products  &  Packaging 

, .'. 

.0  >? 

20 

9.1 

?1 

8.0 

13 

9.7 

15 

2.3 

Automotive 

21 

8.7 

16 

8.9 

24 

6.5 

24 

-3.7 

Multicompanies:  Multi-Industry 

.!  • 

22 

8.5 

18 

8.8 

26 

5.2 

20 

-0.8 

Finance:  Banks 

L--d 

".  J  '■ 

9 

11.2 

15 

9.1 

2 

16.6 

1 

8.9 

Building  Materials 

/.■•' 

''j2 

23 

8.4 

20 

8.2 

18 

8.3 

21 

-1.7 

Finance:  Insurance 

.;'■ 

:* ' 

24 

8.3 

?? 

7.4 

5 

11.1 

10 

4.9 

Metals:  Steel 

26 

5.3 

??, 

6.6 

27 

4.4 

26 

-6.4 

Transportation:  Surface 

' 

25 

5.4 

27 

4.5 

25 

5.6 

23 

-3.1 

Industry  Medians 

•■1-'.       dc;. 

10.4 

9.5 

9.6 

3.7 

Note:  Explanation  of  Yardstick  calculat 

ions  on  (i.^g» 

-Deficit. 

P-D  Profit  to  deficit. 
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Watch  out 
for  these  changes 

in  1971 


Washington,  D.C.— It  would  be  a  lot  easier  to  get  ready  for 
the  months  ahead,  if  only  the  Republicans  or  Democrats-one 
party  or  the  other— had  really  "won  all  the  marbles"  in  the 
November  Elections.  As  it  is,  you  can  see  what  the  risks  and 
dangers  are  in  1971,  but  its  hard  to  figure  what's  going  to  be 
done  about  them. 

President  Nixon  will  have  his  hands  full— with  business  in 
a  sluggish  state,  inflation  pressures  still  mounting,  a  runaway 
budget,  the  never-ending  Middle  East  crisis,  the  threat  of 
more  "guerrilla  warfare"  by  U.S.  radicals— and  Congress  still 
controlled  by  the  Democrats. 

This  is  the  picture  coming  into  focus  in  current  issues  of 
U.S.  News  &  World  Report.  You  get  the  impression  that  '71 
will  be  a  most  important  year  for  following  the  news  carefully 
—  for  watching  closely  for  signs  of  the  changes  that  can  affect 
your  family,  your  business,  your  savings  and  investments. 

Here  is  a  quick  "overview"  of  the  outlook  being  detailed 
by  the  editors  of  U.S.  .Xe^s  &  World  Report  in  current  issues: 
BUSINESS:  A  NEW  BOOM  BEGINNING?  With  slump  end 
ing,  business  now  will  start  upward  again,  and  pick  up  mo- 
mentum as  year  goes  on.  Consumer  spending  is  to  lead  the 
way— and  ta.x  cuts  and  Social  Security  increases  can  speed  the 
upswing.  Construction  is  on  the  rise,  spurred  by  easier  money. 
Unemployment  soon  will  start  to  decline,  profits  start  a  mod- 
est rise.  A  boom  year?  Not  quite.  Just  slow,  steady  growth. 
MIDDLE  EAST  TINDERBOX:  Pressures  will  build  toward 
another  round  in  the  Arab-Israeli  conflict.  Arab  world,  shaken 
by  death  of  Egypt's  Nasser  and  Jordan  civil  war,  faces  rising 
domestic  radicalism  and  growing  Russian  influence.  Israel's 
problems:  mounting  economic  troubles,  continuing  harass- 
ment by  Palestine  commandos.  Outlook  is  for  more  violence, 
little  chance  of  a  lasting  peace  agreement. 
NEW  CONGRESS:  The  Elections  may  have  strengthened 
Nixon's  hand  to  some  extent  in  the  Senate-but  Democrats 
hang  on  to  control  of  Congress  and  the  tug-of-war  of  divided 
government  will  continue.  And  trouble  is  in  store  for  Presi- 
dent Nixon's  programs.  Likely  to  be  big  issues,  as  both  parties 
stake  out  positions  for  the  battle  for  the  White  House  in  1972: 
federal  spending  priorities,  tax  policy,  revenue  sharing  with 
the  states,  changes  in  the  draft. 

CRIME  AND  VIOLENCE:  Voters  in  November  elected 
dozens  of  officials  on  basis  of  promise  to  crack-down  on  crime 
and  riots.  Something  good  should  come  from  some  of  them. 
But  terrorism  is  a  big  worry  for  1971.  Official  fears  are  that 
kidnappings  and  assassinations  may  be  the  next  escalation  in 
a  mounting  campaign  of  bombings,  police-killing  and  arson. 
ANOTHER  ROUND  OF  "TAX  REFORM":  The  year  ahead 
.shapes  up  as  another  big  one  for  tax  changes.  Mr.  Nixon's  tax 
proposals,  to  go  to  Congress  early  in  1971,  include  some  real 
shockers.  Major  revisions  are  to  be  urged  in  income  and  capi- 
tal gains  taxes,  also  in  gift  and  estate  taxes.  With  his  budget 
in  trouble,  Mr.  Nixon  may  seek  revenue  from  unsuspected 
sources.  All  this  means  months  of  heavy  fighting  in  Congress. 
RUSSIA  ON  THE  MOVE:  The  Soviets  will  probe  for  "soft 
spots"  in  many  parts  of  the  world,  try  to  exploit  such  situa- 
tions. But  the  Kremlin  will  stop  short  of  any  nuclear  show- 
down with  the  U.S.  Soviet  influence  could  be  on  the  increase 
in  Europe,  Mideast,  Latin  America  in  '71.  Meanwhile,  the 
Russians  will  try  to  revive  their  lagging  economy,  while  con- 
tinuing naval  and  missile  buildups. 

DRAFT  CHANGES:  Congress  will  consider  a  whole  new 
approach  to  military  manpower  problems.  A  temporary  sus- 
pension of  draft  calls  for  three  to  five  months  in  late  1971  is 
possible.  President  Nixon  will  seek  reform  rather  than  a  com- 
plete abandonment  of  the  draft,  however,  because  of  the  high 
cost  of  an  all-volunteer  army.  So  the  Draft  Law  is  due  to  stay 
on  the  books. 

THE  WAR  LN  INDO-CHINA:  War  will  continue  to  fade  out, 
looming  less  and  less  as  a  divisive  force  in  the  U.S.  By  the  eiid 
of  the  year,  fewer  than  200,000  American  troops  will  remain 
in  South  Vietnam,  most  of  them  guarding  American  bases 


against  sporadic  Communist  attacks.  Paris  negotiations  will 
inch  along— but  a  formal  peace  agreement  seems  not  in  the 
cards.  North  Vietnam  will  retain  control  over  large  portions 
of  Laos  and  Cambodia.  There's  no  prospect  the  White  House 
will  shift  gears,  and  send  troops  into  those  troubled  lands. 

There's  a  great  deal  to  think  about,  to  watch  for,  to  prepare 
for  in  the  months  just  ahead. 

More  than  1,875,000  serious-minded  Americans— manufac- 
turers, retailers,  investors,  lawyers,  accountants,  realtors,  edu- 
cators, etc.— rely  heavily  on  U.S.  News  &  World  Report  to 
keep  them  prepared  for  what's  coming  next.  It  is,  by  their 
vote,  the  "most  important,"  "most  reliable"  news  magazine. 
You  get  reliable  news  reports,  plus  exclusive  extras. 
Special  newsletter  pages.  Interviews  with  newsmakers.  The 
"inside  track"  on  major  changes  shaping  up  in  business,  poli- 
tics, government  regulations,  science,  investments. 

Every  issue  prepares  you  for  new  trends.  Alerts  you  to  new 
opportunities.  Warns  of  possible  approaching  upsets.  Answers 
your  questions:  "How  will  this  news  affect  me?  .  .  .  my  fam- 
ily? .  .  .  my  work?  What  is  likely  to  come  next?" 

Here  are  just  a  few  of  the  many  important  news  reports 
which  have  appeared  in  recent  issues: 
New  Steps  To  Stimulate  Business— What  To  Look  For 
The  New  Laws  That  Safeguard  Credit  Card  Holders 
Next  Red  Offensive  In  Southeast  Asia:  What  Officials  Predict 
Ways  To  Lower  Your  Tax  Bill  This  Year 
Stock  Market ...  A  Good  Time  To  Buy? 
Nixon  vs.  Congress:  The  Big  Battles  Coming  Up 
Why  It's  Harder  To  Get  Insurance  Coverage 
Can  South  Vietnam  Survive  Peace?  First-Hand  Report 
Where  People  Are  Putting  Their  Money  Now 
What  Bank  Officials  Say  Now  About  Business  In  1971 
New  Clues  To  Changes  In  Russia's  Foreign  Policy 
Bills  By  Computer:  Errors,  Overcharges,  Other  Gripes 
College  Students  In  Politics:  November  '70  Campaign  Record 
New  Questions  About  The  Draft-Official  Answers 
The  Full-Blown  Fuel  Crisis  Confronting  The  U.S. 
Trends  The  Experts  Recognize  In  Today's  Stock  Market 
Where  The  Bargains  Are-Prices  Which  Have  Held  Steady 
To  discover  fully  how  helpful  this  new  kind  of  news  magazine 
can  be,  you  are  invited  to  accept  the  trial  subscription  offer 
below. 
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Measuring 

Management: 

1970 


Ask  a  chief  executive  how  he 
thinks  his  company's  performance 
stacked  up  against  the  competition  in 
1970  and  the  response  frequently  is: 
"Well,  there's  no  other  company  quite 
like  us,  really." 

He's  right,  of  course— up  to  a  point. 
No  two  companies  are  exactly  alike. 


And  as  companies  continue  to  diver- 
sify following  new  technology  or  de- 
liberate acquisitions,  the  blurring  of 
old  industry  breakdowns  further  com- 
plicates the  task  of  comparison. 

But  beneath  the  surface,  the  fun- 
damentals remain  unchanged.  They 
are,  of  course,  men  and  money.  Use 


them  well  and  the  business  will  thrive, 
whatever  the  industry.  The  two  num- 
bers that  help  most  in  measuring  how 
well  a  management  is  using  its  men 
and  its  money  are:  1)  Growth— in 
sales  and  in  earnings;  and  2)  Profit- 
ability—the return  on  capital. 

"These  are  the  two  basic  Yardsticks 
Forbes  has  used  for  the  past  ten 
years  in  its  Annual  Report  on  Ameri- 
can Industry.  Over  these  years,  cor- 
porations and  the  social  and  political 
climate  have  altered  almost  beyond 
recognition.  But  the  basic  goals  of 
the  business  game— growth  and  profit- 
ability—remain the  same. 

Here's  a  closer  look  at  how  Fobbes' 
editors  calculate  the  Yardsticks: 


How  the  Forbes  Yardsticks  Work 


PROFITABILITY 


GROWTH 


COMPANY 


S-Ywr 
Return  on  Equity 

/■ Rank > 

Among  All     In  This 
Companies   Industry       Percent 


Latest 
12-Month 

Return 
on  Equity 

Percent 


5- Year  Return 
on  Total  Capital 

-Rank- 


Among  All     In  This 
Companies   Industry 


Percent 


5-Year  Annual 
Sales  Growth 

/ Rank ^ 

Among  All    In  This 
Companies  Industry        Percent 


5-Year  Annual 
Earnings  Per  Share  Growth 

Rank \ 


Among  All     In  This 
Companies   Industry 


Percent 


Ethyl 

64 

1 

20.3 

15.4 

294 

9 

9.8 

247 

3 

11.3 

329 

3 

12 

E  1  Du  Pont 

157 

2 

15.7 

13.8 

93 

1 

13.9 

590 

19 

4.3 

483 

10 

—2.9 

Dow  Chemical 

199 

3 

14.5 

13.1 

266 

6 

10.2 

305 

5 

9.8 

262 

1 

5.3 

Inmont 

334 

10 

12.1 

1.3 

357 

12 

8.7 

561 

16 

4.9 

607 

21 

—27.8 

Union  Carbide 

374 

11 

11.3 

9.5 

354 

11 

8.7 

543 

15 

5.2 

509 

13 

—5.6 

Rohm  &  Haas 

399 

12 

10.8 

8.1 

231 

5 

10.8 

531 

14 

5.6 

508 

12 

—5.4 

Profitability 

Profitability  is  the  ultimate  test  of 
management  effectiveness.  It  meas- 
ures how  efficiently  management  is 
using  the  assets  entrusted  to  it.  This 
efficiency— or  the  lack  of  it— is  what 
Forbes  seeks  to  measure  with  our 
Profitability  Yardsticks. 

No  single  figme  measures  profitabil- 
ity adequately,  so  Forbes  uses  three: 

1)  Five- Year  Return  on  Equity  is 
the  average  profit  management  made 
on  stockholder  investment  over  five 
years,  a  relatively  long  period. 

2)  Latest  12-Month  Return  on 
Equity  is  the  same  figure  for  the  most 
recent  12-month  reporting  period. 
Comparing  it  with  the  five-year  aver- 
age gives  the  latest  trend. 

3)  Five- Year  Return  on  Total  Cap- 
ital is,  like  the  first  Yardstick,  an  av- 
erage of  the  last  five  years.  But  while 
return  on  equity  is  the  profit  man- 
agement made  on  stockholders'  in- 
vestment, this  figure  is  the  profit  made 
on  total  capital— stockholders'  invest- 
ment and  debt.  Since  debt  is  simply 
a  financial  strateg>'  for  leveraging  re- 
turn on  equity  with  tax-deductible 
borrowed  money,  many  regard  the  re- 
turn on  capital  figure  as  a  better 
measure  of  operating  management. 

Here's  how  the  Yardsticks  are  cal- 
culated.   At    the   end    of    1969   Dow 


Chemical's  stockholders'  equity— that 
is,  its  assets  after  deducting  debt- 
totaled  $1,080  million  or  $35.75  a 
common  share.  For  the  last  quarter  of 

1969  and  the  first  three  quarters  of 

1970  it  reported  primary  earnings  a 
share  of  $4.67.  Its  latest  12  month 
return  on  equity,  therefore,  is  $4.67 
divided  by  $35.75,  which  is  13.1%. 

The  five-year  figure  of  14.5%  is 
computed  by  averaging  the  latest  12- 
month  figure  with  those  for  the  pre- 
ceding four  fiscal  years. 

However,  Dow's  five-year  return  on 
total  capital  is  only  10.2%.  This  is  be- 
cause Dow  is  a  highly  leveraged  com- 
pany with  $815  million  in  long-term 
debt.  By  adding  this  debt  to  equity 
(with  a  few  minor  adjustments)  we 
get  total  capital  of  $1.9  billion.  To 
figure  earnings  on  this  capital,  we 
added  the  following  to  the  reported 
earnings:  S5  million  for  minority  in- 
terests plus  $25  million  in  after-tax  in- 
terest costs  of  long-term  debt. 

Adding  all  this  up,  Dow  shows  a 
profit  on  total  capital  of  $171  million. 
Total  capital-that  is,  equity  plus 
debt-comes  to  $1.9  billion.  Figured 
as  a  return  on  this  total  capital, 
Dow's  profit  works  out  to  8.8%  for 
the  latest  12  months  and  10.2%  for 
the  latest  fi\e  vears. 


Growth 


Profitability  is  only  part  of  the  stoiy, 
however.  Perhaps  more  important  to 
the  investor  is  growth. 

For  example,  Inmont  is  more  profit- 
able in  terms  of  return  on  equity  than 
Rohm  &  Haas.  But  look  at  Inmont's 
earnings  trend:  It  heads  sharply  down- 
ward, showing  a  27.8%  decline  com- 
pared with  R&H's  much  more  modest 
decline  of  5.4%.  Therefore,  the  pros- 
pects seem  good  that  Inmont  will  not 
be  able  to  stay  ahead  of  R&H  in  profit- 
ability for  very  long. 

The  Forbes  Growth  Yardsticks  are 
five-year  annual  compounded  rates. 
Inmont,  for  example,  had  sales  of 
$311.5  million  in  the  12-month  period 
ended  last  September.  Its  sales  over  a 
three-year  base  period  from  1964 
through  1966  averaged  $245  million. 
Taking  the  latest  12  months  vs.  the 
base  period  gives  a  five-year  annual 
compounded  growth  rate  of  4.9%. 

Earnings  giowth  is  computed  the 
same  way,  except  that  reported  earn- 
ings per  share  are  used  instead  ol 
sales.  Extraordinary  gains  and  losses 
are  not  included  in  earnings.  Also, 
base  figures  are  generally  not  restated 
because  of  mergers  or  acquisitions 
Keep  this  in  mind  in  the  case  of  ar 
acquisition-oriented  company  whost 
growth  looks  spectacular.   ■ 


70 


FORBES.   JANUARY    1,    197] 


BATTERIES 


In  just  the  last  ten  years  the  use  of  lead  for  batteries  in- 
creased from  312,725  tons  to  well  over  half  a  million  tons  a 
year.  □  Today,  this  market  is  expanding  at  an  even  faster 
rate.  More  automobiles,  more  trucks,  more  golf  carts,  more 
power  boats,  more  industrial  lift  trucks  and  other  battery- 
powered  vehicles,  power  tools  and  equipment  demand  more 
and  more  lead-acid  batteries.  □  St.  Joe,  now  the  nation's 
largest  and  most  efficient  producer  of  lead,  is  a  major  sup- 
plier to  the  battery  industry.  □  St.  Joe  is  also  the  nation's 
largest  producer  of  zinc— another  metal  with  fast  growing 
markets.  And  other  St.  Joe  products  include  zinc  oxide,  iron 
ore  pellets,  iron  oxide,  agricultural  limestone,  cadmium,  cop- 
per concentrates,  silver  and  sulphuric  acid.  □  Write  for  a 
copy  of  our  latest  annual  and  quarterly  reports. 


ST  JOE 


250  Park  Avenue 
New  York,  New  York  10017 
MINERALS  CORPORATION'       Tel.  (212)  986-7474 


One  of  St.  Joe's  Growing  Markets 
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The 

helpful 
bank. 

We  can  stop  your  international 
bankinsi  problems  before  they  start. 

Why  not  make  international  banking  ^^L^^f^K 

easy  for  yourself.  Let  the  Royal  help  you.  ^^^^  M    ^^L^  ^0^ 

We  have  the  experience,  facilities  and  ■        V^  H^^^F 

specialized  departments  ready  to  go  to  work  H       H     B^^^^ 

for  you.  And  we  can  do  it  for  you  ^^^^  ^^      ■    '  ^^^  M^ftA 

anywhere.  We  can  give  you  accurate  credit  ^^^^^  ^^^  ^     — ^^^  ■  ^^W 

information ...  get  to  ^^^^^^^^m.  M^^M  I 

see  important  local  people . . .  give  you  ^^^^1    M  ^^W  ^^m  I 

financing  assistance  ...  and  efficient  ^    ^K^^^ ^^^  ^blB  1 9 

collection  and  remittance  services. 

Why  don't  you  give  us  a  call . . .  and  see  how  ^^  ■      ^ 

helpful  we  can  be!  C^^f^Jlrt^  ^ 

^S^   ASSETS  EXCEED  .  ^TUI  IU\JU  ^ 

International 
Bank. 


THE  ROYAL  BANK  OF  CANADA 

New  York  Agency  68  William  St.  10005  (344-1100) 

Chicago.  Dallas,  Los  Angeles 

Head  Office  Montreal.  Place  Ville  Marie 

Toronto.  20  King  St.  West 

Over  1300  offices  in  Canada  and  around  the  world 
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iuilding  Materials 


Prosperity  is  just 
around  ttie  carrier. 
Where's  the  corner? 


Forbes  had  requested  an  interview. 
But  when  the  Wickes  Corp.'s  pubhc 
relations  man  spotted  the  waiting  re- 
porter at  a  convention  recently,  he 
walked  away,  dragging  his  board 
chaiiTuaii,  D.  M.  Fitz-Gerald,  along 
with  him.  Understandably,  Fitz-Ger- 
ald and  a  number  of  other  building 
materials  executives  are  close-mouthed 
these  days.  They  don't  want  to  talk 
about  1970,  a  year  when  industry- 
wide nine-month  earnings  dropped 
about  2{Yi.  .And  they  don't  know  what 
to  say  about  1971. 

As  usual,  however,  economists  and 
bureaucrats  are  willing  to  make  proph- 
ecies. For  one.  Assistant  Secretary  for 
Housing  Production  and  Mortgage 
Credit  Eugene  Gulledge  is  predicting 
a  strong  \l'l  rebound  to  1.7  million 
housing  starts,  the  highest  level  since 
1950.  He  and  other  optimists  note 
that  starts  are  climbing,  and  that 
there  is  at  least  historical  precedent 
for  continued  improvement.  George 
Christie,  chief  economist  for  McGraw- 


Hill's  F.W.  Dodge  division,  points  out 
that  construction  increased  about  \()% 
in  the  second  years  of  the  last  two 
business  recessions  of  1957-58  and 
1960-61.  As  Christie  sees  it,  1970  was 
the  flat  year  of  the  current  cycle. 
Housing,  he  thinks,  will  lead  19715 
9%  boom  in  total  construction  volume 
(to  $74.4  billion). 

However,  others  aren't  so  sure.  Tlie 
pessimists  agree  that  housing  starts 
will  probably  reach  a  seasonably  ad- 
justed rate  of  1.7  million  by  mid- 
1971.  But  then,  they  insist,  inflation 
will  heat  up  again,  and  the  Nixon  Ad- 
ministration will  put  the  monetary 
clamps  back  on  housing.  The  result: 
perhaps  only  1.5  million  starts,  up  only 
100,000  from  1970.  And  Vice  Presi- 
dent Robert  Niebling  of  Wall  Street's 
Model,  Roland  &  Co.,  adds:  "Even  if 
there  are  1.6  million  starts,  as  I 
predict,  the  total  square  footage  of 
housing  will  be  roughly  the  same  as 
in  1970.  We  are  building  smaller 
houses,  and  products  companies  need 


BUILDING  MA  TERIALS:   Yardsticks  of  Management  Performance 


S-Ytar 
Rtturn  on  Equity 

-Ranfc- 
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Aim>n(  All     In  This 
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on  Equity 
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GROWTH 


S-Y«ar  Raturn 
on  Total  Capital 
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Among  All     In  This 
Companies   Industry 


Percent 


5-Year  Annual 
Sales  Growth 
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5- Year  Annual 
Earnings  Par  Shar*  Groorth 
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ck  &  Decker 

72 

1 

19.7 

19.7 

59 

1 

16J 

136 

3 

15.7 

114 

1 

10.8 

ekes 

202 

2 

14.5 

8.9 

147 

2 

12.4 

188 

5 

13.4 

530 

17 

-7.0 

irgia-Pacific 

230 

3 

13.8 

12.2 

372 

9 

8.3 

169 

4 

14.1 

248 

5 

5.7 

yerbaeuser 

237 

4 

13.7 

13.2 

185 

3 

11.7 

207 

6 

12.4 

149 

2 

94 

^n  Materials 

295 

5 

12.7 

10.0 

281 

6 

10.0 

307 

9 

9.8 

465 

12 

-1.9 

Walter 

349 

6 

11.7 

7.5 

419 

12 

7.5 

26 

1 

33.6 

235 

4 

6.2 

s  Elevator 

402 

7 

10.8 

10.9 

271 

5 

10.1 

459 

13 

7.0 

461 

11 

-1.7 

ns-Manville 

410 

8 

10.5 

8.4 

259 

4 

10.3 

619 

21 

2.7 

429 

9 

-0.4 

ins  Products 

421 

9 

lOJ 

8.8 

486 

17 

6.6 

113 

2 

16.7 

425 

8 

-0.2 

ens-Corning  FIberg 

429 

10 

10.2 

10.1 

379 

11 

8.2 

394 

12 

8.1 

335 

6 

3.0 

Plywood-Champion 

431 

11 

10.2 

5.8 

440 

13 

7.3 

382 

11 

8.3 

566 

19 

-10.7 

nstrong  Cork 

438 

12 

lO.O 

5.9 

291 

7 

9.8 

573 

18 

4.7 

571 

20 

-11.2 

nley  Works 

465 

13 

9.6 

9.9 

378 

10 

8.2 

495 

15 

6.2 

203 

3 

7.2 

ie  Star  Cement 

495 

14 

9.1 

8.9 

484 

16 

6.6 

592 

19 

4.3 
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7 

OJ 

irwin-Williams 

503 

15 

9.0 

6.3 

370 

8 

8.3 

370 

10 

8.6 

528 

16 

-6.9 

1  Industries 
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16 
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15 

6.7 
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17 

4.8 

507 

14 

-5.1 

ited  States  Gypsum 
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17 

7.6 
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456 

14 
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14 
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572 

21 

-11.3 

erican  Standard 

572 

18 
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18 
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10.7 

460 

10 

-1.6 
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589 

19 

6.2 

4.7 

553 

19 

5.6 

532 

16 

5.5 

533 

18 

-7.2 
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596 

20 

6.0 

5.2 
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20 

4.9 
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20 

3.5 
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15 

-5.9 
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•• 

6.4 

«« 
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7 

12.3 
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13 

-3.1 
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page  70. 
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All  the  information 

you  need  is  in 

Oakland /Alameda  County's 

"GROW-WEST"  kit. 

Clip  this  coupon  to  your  letterhead  and  mail  today.  The 
"Grow  West"  kit  is  supersized  .  .  .  just  like  this  coupon  (and 
just  like  Oakland/Alameda   County). 
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Oakland  I  Alameda  County 

New  Industries  Committee,  Suite  202 
1320  Webster  Street 
Oakland,  CA  94612 
(Phone  (415)  451-7800) 

Gentlemen: 

I  am  interested  in  receiving  Oakland/Alameda 
County's  "Grow  West"  kit. 

Specifically:  Fact  sheets  on 


□  Industrial  plant  sites 
booklet  including  a 
sampling  of  site  locations 
available  in 
Oakland/Alameda 
County 

□  "Grow  West"  brochure 

□  governmental  services 


Q  labor  supply 

□  material  resources 

□  energy  for  industry 

□  research  and  education 

□  living  style 

Q  per  capita  income 


Name- 


-Title- 


Company- 

Address 

City 


State- 


_Zip- 


Oakland  I  Alameda  Co 


ALAMEDA  •  ALBANY  •  BERKELEY  •  EMERYVILLE 
FREMONT  •  HAYWARD  •  LIVERMORE  •  NEWARK 
OAKLAND  •  PIEDMONT  •  PLEASANTON  •  SAN  LEANDRO 
UNION  CITY  •  RURAL  ALAMEDA  COUNTY 
Unincorporated  Ateas    CASTRO  VALLEY  •  DUBLIN  •  SAN  LORENZO 
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more  footage  to  make  more  mone\ 
That  would  mean  another  leadi 
year  for  suppHers.  Unfortunate! 
many  product  companies  are  sluggi 
giants  whose  fortunes  roughly  paral 
the  rise  and  fall  of  housing  star 
There  are  exceptions.  Early  last  ye; 
General  Lauris  Norstad  of  Ower 
Corning  Fiberglas  demanded  evi 
more  performance  from  his  fast-grc 
ing  building  products  division.  T 
division,  which  now  accounts  f 
roughly  25%  of  sales,  responded  1 
dropping  old  low-profit  lines  ai 
pushing  new  products— to  somehc 
scratch  out  a  respectable  year. 

American  Standard,  the  heating  ai 
plumbing  giant,  is  shaking  up  its  ma 
agement  and  product  mix.  And 
least  one  major  tool  company.  Black 
Decker,  is  boosting  income  by  inti 
ducing  new  products.  Most  of  t 
company's  500  tool  models  have  be 
developed  since  1965.  A  spokesma 
liowever,  notes  that  the  majority 
company  sales  are  to  weekend  hand 
men,  rather  than  to  professionals. 

Uncerfoin  Prospects 

But  those  are  the  exceptions.  I 
sentially  one-material  companies,  su 
as  U.S.  Gypsum,  are  closer  to  the  nori 
USG's  earnings  per  share  have  be 
falling  with  housing  starts  since  196 
Last  year  could  be  its  worst  in 
years,  with  per-share  earnings  at  ai)o 
$2.50,  down  from  a  depressed  19 
level  of  S3. 46.  President  Graham  M( 
gan  points  his  finger  at  the  "depress 
selling  price  of  gypsum  board  pro 
ucts"— the  company's  big  item. 

Even  suppliers  with  well-roundi 
product  lines  face  uncertain  prospec 
Boise  Cascade  and  Jim  \\'alter  see 
headed  for  significant  calendar-ye 
1970  earnings  dips,  after  prosperii 
in  recent  >'ears  despite  declining  star 

Weyerhaeuser  Co.,  the  nation's  lai 
est  lumber  and  wood  products  coi 
pan\,   is   another  disappointment, 
nimble  management  decided  early  1; 
\ear    to   emphasize   exports,    incret 
high-grade  lumber  harvests  and  ma 
accounting  changes  that  will  add 
cents    to   per-share   earnings.    But 
that  wasn't  enough  to  offset  the  yea 
soft  lumlier  prices.  Several  anahsts  ; 
now  saying  that  Weyerhaeuser's  ea 
ings  will  actuallv  drop  slightlv  frc 
S2.ll  in  1969. 

And    Weyerhaeuser    will    get    , 
cheaply  compared  with  U.S.  Plywo« 
Champion   Papers,   which   got  ca 
\\  ith  botli  its  lumber  and  paper  pi 
down.  To  make  matters  worse,  it  V 
hit    with    wildcat    strikes    in    Cana 
The   likely    result:    a   50^^    profit  d 

All  these  companies  hope  to  CO 
back  strong  whenever  housing  st£ 
begin  surging  for  real.  But  when 
whenever?  1971?  1972?  When? 
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Who  tops  the  lisfof  the 
companies  showing  higher 
per  share  earnings  for  each 
of  the  past  10  years? 

National  Can. 

Of  course.    36.3%connpoundedgrowth.  An  enviable 
distinction  for  the  connpany  that  began  the  decade  with 
19  plants  in  one  industry  and  now  has  55  plants  in  many 
related  industries  serving  a  complex  of  growth  markets 
at  home  and  abroad. 

There  are  good  reasons  for  this  record  of  consistent 
increases.  Programmed  expansion  and  acquisitions, 
together  with  accelerated  and  aggressive  performance, 
moved  us  forward. 

Now,  National  Can  Corporation  is  ready  for  the  new 
markets  of  the  70's. 


(nc;/   National  Can  Corporation 


NATIONAL  CAN  CORPORATION,  DEPARTMENT  L.  MIDWAY  CENTER,  CHICAGO,   ILLINOIS  60638 


1         Please  send  me  copies  of 
1          "Ten  Consecutive  Years 
1         Reader). 

"Look  at  National  Can  look  at  the  1970's"  and,          1 
of  Earnings  Gains"*  (reprinted  from  Investor's           1 

1            (NAME) 

(TITLE) 

1 

■ 

1             (COMPANY)                                                                                                                                                                       ■ 

1             (ADDRESS) 

(CITY) 

1 
1 

.             (STATE) 

ti^^tim^^mt  IB  ■■  ^  ^  ^  ■ 

■■  i^  ■■  mm  ^m  ^m  ■■  ■ 

(ZIP) 

■  ■■  ^m  ^m  ^m 
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/s  the  Crisis  a  Catastrophe? 

Will  it  take  demonstrations  in  the  streets  and  a  political  uproar 
to  force  the  U.  S.  to  face  the  seriousness  of  the  housing  crisis? 


The  convExNTional  script  reads  like 
this:  Housing  starts  will  pick  up  sharp- 
ly this  year  or  next.  The  big  companies 
and  product  suppliers  will  gear  up  to 
meet  the  boom  and  homebuilding  will 
be  a  growth  industry  again.  Sales  will 
rise,  profits  will  zoom.  Established 
building  materials  companies  like  Jim 
Walter,  Georgia-Pacific  and  Arm- 
strong Cork  will  have  a  field  da\ . 

That's  the  script.  But  for  five  years 
anaKsts  and  economists  have  been 
waiting  for  the  play  to  begin.  Now  a 
few  astute  observers  sav  the  curtain 
may  not  rise  at  all.  For  there  will  be 
no  real  revival  of  homebuilding  until 
the  traditional  housing  industry  is  re- 
placed b\  a  more  efficient  system. 
Some  talk  of  "wiping  the  slate  clean " 
—new  companies,  new  building  sys- 
tems, new  laws.  In  short,  an  entireh 
new  building  industry. 

"The  traditional  homebuilding  in- 
dustry is  dead.  The  sooner  it's  buried, 
the  better,"  says  building  analyst 
Frances  Haidt  of  Andresen  &  Co.  "I 
just  traveled  coast  to  coast  and 
couldn't  find  one  builder  or  suppher 
in  the  S30-billion  residential  industry- 
that  looked  like  a  good  investment." 


"Today's  building  companies,"  says 
professional  \-isionary  R.  Buckminster 
Fuller,  "will  go  out  of  business  in  due 
course.  The\  are  tied  too  closely  to 
the  present  system.  A  completely  new 
industry,  with  entireh'  different  com- 
panies, \%ill  replace  toda\'s  builders." 

Audit  Publications  Kenneth  Camp- 
bell, who  writes  a  no-nonsense  news- 
letter on  housing  investments,  says: 
"Building  will  be  a  new  business  in 
five  years.  Man\  of  toda\ 's  big  build- 
ing materials  companies  may  get  in 
trouble  along  the  wa\-  b\'  failing  to 
react  to  all  the  changes." 

Ob\iously,  most  people  don't  take 
this  dismal  a  view  of  the  future  of 
today's  building  companies.  \\'itness 
this  year's  comeback  b\  building  com- 
pany stocks  like  Masonite,  Kaufman 
&  Broad,  Cente.x  and  Fedders  Corp. 
Yet,  there  is  good  reason  to  consider 
the  pessimists'  views.  For  today's  frag- 
mented building  industr>-  is  clearly  fail- 
ing its  job:  It  isn't  housing  the  nation. 

Housing  the  poor  is  a  separate  prob- 
lem. But  it  seems  unthinkable  that  the 
land  of  plent\  could  fail  to  provide 
homes  for  its  middle  class— its  sales- 
men,   schoolteachers    and    policemen. 


Yet»  for  the  past  five  >ears,  that  fail- 
ure has  been  a  fact  of  life.  And  if  the 
housing  crisis  worsens  in  the  Seven- 
.ties,  as  several  observers  predict,  there 
could  be  a  real  political  issue  here— at 
least  as  serious  as  pollution  and  drags 
and  inflation.  "Nothing  happens  in 
the  country  until  there  is  a  catastro- 
phe," sa>s  Charles  Biederman  of  Lev- 
itt &  Sons,  a  leading  builder.  "Well, 
I've  got  news  for  you.  The  catastro- 
phe in  housing  is  here." 

The  root  of  the  crisis  is  prices:  The 
traditional  homebuilder  is  burdened 
by  the  industry's  notorious  labor  costs, 
its  borrowing  restraints  and  soaring 
prices  for  suitable  land.  The  home- 
builder  cannot  produce  housing  at 
prices  the  middle  clasfi  can  afford— let 
alone  the  poor.  A  26-year-old  Man- 
hattan salesman,  who  earns  about 
811,000  a  year,  says:  "I  can't  afford 
any  of  the  houses,  and  none  of  the 
nice  apartments  have  vacancies.  So 
my  wife  and  I  are  living  in  her  moth- 
er's house  in  Xew  Jersey.  What  else 
can  we  do?"  MiUions  of  other  middle- 
class  families  are  in  the  same  fi.\. 

One  half  of  all  American  families 
can    afford    to    spend    no    more    than 


Progress?  A   century   ogo  the  /. .  _  ,,.    sUck-by-siick. 

H  was  time-consuming  but  it  was  the  best  way  he  knew.  Today''  Despite 
modern  technology  and  moss-production  methods,  builders  still  construct 
homes  stick  by-stick,  whether  in  the  field  (center)  or  in  the  factory  (right). 
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$15,000  for  a  house.  Today,  about  all 
hat  gets  them  is  a  mobile  home  (if 
ocal  authorities  allow  them),  an 
ipartment  (if  local  zoning  permits),  a 
/er>-  old  house— or  a  room  at  mom's 
jlace.  Less  than  one  of  every'  four 
"amihes  can  afford  the  average  new 
louse,  priced  at  around  825,000.  This 
|ap  between  the  public's  desire  for 
"nice"  homes  and  its  ability  to  pay 
lelps  explain  why  housing  in  the  late 
sLxties  fizzled,  rather  than  sizzled— 
and  why  there  are  now  predictions 
t)i  doom,  as  well  as  of  boom. 

Indeed,  the  industry  has  slipped  so 
far  behind  demand  that  it  would  take 
a  Herculean  effort  to  catch  up— an  ef- 
fort seemingly  beyond  the  industry's 
ability.  To  house  most  famiUes  ade- 
quately by  1975,  each  of  the  esti- 
mated 50,000  homebuilders  must  in- 
crease his  output  by  50%.  They  must 
also  reverse  the  trend  of  spirahng 
house  prices.  And  this  assumes  that 
the  country's  government  and  thrift 
institutions,  which  will  provide  $27 
billion  in  loans  for  last  year's  1.4  mil- 
lion housing  starts,  will  somehow  gen- 
erate $50  bilhon  or  more  for  boom 
production  in  the  mid-Seventies. 

All  along,  there  was  hope  that  the 
industry's  emerging  giants  would  fill 
this  gap  and  shelter  the  nation.  Ac- 
cording to  theory,  housing's  12  big- 
gest companies,  which  supplied  rough- 
Iv  3%  to  4%  of  the  starts  in  the  late 


Sixties,  would  shift  from  stick-by-stick 
building  in  the  field  to  automated  pro- 
duction in  factories.  They  would 
soon  account  for  10%  to  15%  of  the 
annual  starts.  With  such  economic 
muscle,  they  could  begin  to  tear  down 
barriers  to  low-cost  housing— restric- 
tive building  codes,  burdensome  land- 
use  laws,  time-wasting  labor  practices 
and  sluggish  new  product  develop- 
ment by  suppliers. 

Shattered  Theory 

But  several  unforeseen  events  shat- 
tered that  theory's  key  assumptions 
last  year.  First,  the  giants  are  hardly 
booming  these  days.  After  a  decade  of 
expansion,  the  nation's  big  builders 
seem  to  have  reached  the  upper  limits 
of  their  managerial  skills.  None  seems 
able  to  sustain  high-flying  domestic 
growth  while  controlling  more  than 
five  homebuilding  operations  in  five 
different  cities.  Something  is  •  always 
going  wrong  in  at  least  one  of  the 
five  markets  to  hurt  overall  growth. 
Various  building  analysts  concede  that 
Levitt  &  Sons,  which  has  well-re- 
garded management,  can't  crack  about 
$200  million  in  sales,  or  about  three- 
fourths  of  1%  of  the  housing  market. 
And  Boise  Ca.scade's  executives  are 
having  trouble  holding  together  its 
building  division  while  handling 
roughly  $300  million  in  sales. 

Second,  industrialized  housing  is  off 


to  a  shaky  start  at  best.  The  shift  to 
factories  has  begun.  Buc  despite  all 
the  hoopla  about  building  with  boxes, 
few  so-called  modular  factories  have 
opened.  What's  worse,  many  of  the 
early  factories'  first  houses  are  slightly 
more  expensive  than  regular  units.  So, 
the  factory  builders  are  making  their 
houses  smaller.  The  result:  1950-style 
homes  at  1970  prices  per  square  foot; 
a  supposedly  affluent  society  is  getting 
pre-alfluence  housing. 

At  the  first  industrialized  building 
show  in  Louisville  this  fall  (which 
drew  around  12,000  visitors),  build- 
ers told  of  new  factory  houses  that 
were  condemned  and  of  others  that 
were  burned  down  by  irate  neigh- 
bors. Several  speakers  urged  builders 
to  upgrade  lest  box  houses  become  as 
infamous  as  the  postwar  prefab. 

But  the  factory  pioneers,  for  the 
most  part,  can't  upgrade.  "This,"  said 
a  builder,  pointing  to  his  plain-vanilla 
display  house  in  Louisville,  "is  a  con- 
ventional house,  built  with  convention- 
al materials  under  a  factory  roof.  I 
need  new  products  before  I  can  auto- 
mate my  factory  and  turn  out  better 
houses  for  less." 

This  builder— and  his  potential  mid- 
dle-class buyers— will  have  to  be  pa- 
tient. The  companies  that  supply  the 
nation's  homebuilders  are  the  very 
backbone  of  the  old  system.  Their  in- 
vestment is  in  machines  that  turn  out 
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"conventional'  products,  which  are 
then  sold  througli  an  elaborate  net- 
v^ork  of  wholesale  distributors  and 
subcontractors.  In  effect,  the  industri- 
alized builders  are  asking  them  to  de- 
clare their  products  and  machines  ob- 
solete and  to  undercut  their  whole- 
salers by  selling  directly  to  the  house 
factories.  "The  suppliers,"  says  a  frus- 
trated builder  who  has  visited  all  the 
big  ones,  "would  rather  die  preserving 
the  old  system  than  change." 

A  General  Electric  engineer  at  the 
Louisville  show  seemed  to  reflect  the 
suppliers'  reluctant  mood.  GE  dis- 
played a  finished  kitchen  wall  of  cabi- 
nets and  appliances,  prewired  and 
preplumbed— just  the  type  of  compo- 
nent the  factory  builders  want.  "We 
haven't  decided  to  sell  this,"  said  the 
engineer.  "But  we  want  to  sell  ap- 
pliances, and  if  we  have  to  build  them 
into  walls  to  do  it,  then  we  will  build 
them  into  walls."  At  the  same  show, 
the  Moen  division  of  Stanadyne  (for- 
merly Standard  Screw)  introduced  a 
prebuilt  bathroom  for  sale  directly  to 
builders.  "We  haven't  told  our  sales- 
men about  this  yet,"  said  a  Moen 
spokesman.  "We  don't  want  to  con- 
fuse them."  He  added:  "We  won't  do 


anything  to  hurt  our  wholesalers,  who 
move  well  over  1  million  Moen  fau- 
cets a  year."  (A  month  after  the" 
show,  a  company  spokesman  insisted 
that  the  bathrooms  would  be  sold 
through  wholesalers. ) 

And  GE  and  Moen  are  among  the 
pioneers  of  new  products.  Most  com- 
panies use  really  new  concepts  only 
for  window-dressing.  For  instance, 
for  years  builders  have  been  urging 
the  gypsum  companies  to  sell  wall 
systems,  rather  than  merely  wall- 
board.  "I  didn't  even  bother  to  tour 
U.S.  Gypsums  research  lab  this  year," 
says  Levitt's  Biederman,  who  heads  the 
builder's  new  factory  housing  divi- 
sion. "For  ten  years  I  saw  the  same 
guys  there  in  the  same  white  coats 
who  told  me  about  the  same  new 
products  that  were  somehow  never 
brought  to  market." 

The  major  lumber  companies  have 
also  resisted  pleas  from  industry  trade 
associations  and  builders  for  an  im- 
proved-quality particleboard.  The 
cheap  waste-material  product  could 
be  used  for  flooring.  "I  asked  one  big 
company,"  said  a  factory-house  build- 
er who  asked  that  his  name  be  with- 
held. "The  word  came  back  that  the 


company  could  produce  a  better 
board,  but  wouldn't.  It  would  hurt 
their  plywood  sales." 

Meanwhile,  the  traditional  barriers 
of  zoning  and  building  codes  emerge 
as  stronger  obstacles  than  ever.  There 
has  been  plenty  of  noise  lately— craft 
and*  industrial  unions  organized  sev- 
eral house  factories,  and  suits  were 
filed  against  codes  and  zoning  laws. 
But  little  has  changed.  When  Cali- 
fornia adopted  a  state  building  code 
to  supersede  local  restrictions  on  fac- 
tory-built units  in  1969,  the  law  was 
widely  hailed.  Nine  other  states  passed 
similar  laws.  Yet  to  date  not  one 
house  has  rolled  from  an  assembly 
line  with  California  state  approval,  so 
many  cities  are  still  effectively  ban- 
ning factory  units. 

Is  there  a  remedy?  The  optimists 
say,  "Of  course, "  and  point  to  the 
hopeful  signs.  For  example,  the  cost 
of  short-term  money  is  falling.  Also, 
the  Government's  Operation  Break- 
through program  seems  likely  to  fos- 
ter   some    new    building    techniques. 

However,  others  such  as  Buckmin- 
ster  Fuller  and  analyst  Haidt  deeply 
doubt  that  the  present  companies  are 
up  to  the  challenge  of  the  expanding 


Can  you  pick  out  your  Scotch? 


All  Sc, 


SLWhiter  Scotch  for  peoj 

'ographed  under  identical  lighting  with  equal  proportions  of  whisky  and  ice,  using  an  8x10  Plaubel  camera  V 


Jeventies.  A  few  of  the  skeptics  sug- 
gest this  scenario: 

The  unorthodox  Operation  Break- 
hrough  systems— though  approved  by 
he  Housing  &  Urban  Development 
lepartment— uill  be  resisted  by  the 
existing  building  Establishment.  That 
should  be  clear  by  1973.  The  Gov- 
imment  will  then  have  an  ideal  ex- 
cuse to  ask  Congress  to  rewrite  the 
■ules  of  the  housing  game  from  A  to 
Z,  automation  to  zoning.  If  enough  of 
the  unhoused  are  demonstrating  in 
the  streets,  and  enough  politicians  are 
worrying  about  the  "housing  vote," 
the  rules  just  might  be  changed  by 
election  year  1976. 

This  would  leave  the  field  wide 
open  to  dramatic  technological  inno- 
vation—which, combined  with  juicy 
government  contracts,  might  attract 
a  host  of  new  competitors.  Who?  Met- 
als companies,  plastics  companies, 
auto  companies  and  aerospace  com- 
panies would  get  a  big  chance.  Ful- 
ler, for  one,  thinks  that  the  new  in- 
dustr\'  "will  combine  aerospace  com- 
panies and  people  who  understand 
the  hotel  service  business.  Aerospace 
will  produce  the  units  and  the  service 
people  will  deliver  them.  We  will  see 
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HOW  BIG  THE  HOUSING  GAP? 

The  optimists  guess  that  new  housing  starts  will  soon  soar,  and  that  the 
country's  current  housing  shortage  of  1.7  million  units  will  be  reduced  sharply 
by  1975.  But  there  are  pessimists  who  fear  that  the  shortage  will  mount, 
bringing  the  housing  crisis  to  a  flashpoint  in  the  mid-Seventies.  q. 
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Source:   U.S.  Bureau  of  the  Census,  NAHB  estimate,  FORBES  estimate.  (Not  included  are 
mobile  home  sales  of  about  400,000  units  a  year.) 


the  first  signs  of  this  entirely  new 
homebuilding  industry  within  the  next 
five  years." 

Farfetched?  Perhaps.  Impossible? 
Not  at  all.  Whenever  there  has  been 
a  great  need  in  the  U.S.,  business  has 
usually  found  a  way  to  fill  it.  Often  it 


has  not  been  easy.  And  sometimes  it 
has  taken  new  groups  of  imaginative 
companies  to  discover  solutions  that 
others  overlooked.  But  that's  what 
American  capitalism  is  all  about:  It 
satisfies  needs,  especially  the  needs  of 
the  middle  class.  ■ 
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On  being  a  luscious  tomato  after  1200  miles  by  rail. 


Think,  for  a  moment,  like  a  perishable 
commodity: 

Uprooted  from  the  soft,  ripening 
warmth  of  Florida  or  Southern 
California,  you  are  suddenly  sent 
packing  into  the  frigid  northeast: 
overheated,  suffocated,  frozen, 
bounced  and  bruised  all  the  way. 

Or, 
Cradled  in  a  shock-absorbent  foam 
plastic  box,  you  travel  in  a  controlled- 
temperature  car  with  a  smooth,  strong 
reinforced  plastic  lining,  fresh  air 
circulating  thtL"qh  its  grooves. 
These  days  we  ex^  ^ct  fresh  fruit  and 
produce  to  arrive  pinmp,  crisp,  ripe, 


and  perfect  in  the  middle  of  winter. 
It's  all  done  with  giant  refrigerators- 
big  low-temperature  vans  and  4,000 
cubic  foot  refrigerated  railroad  cars. 

Pampering  can  be  profitable.  Tender 
fruits  and  vegetables  can  be  stacked 
in  shock-resistant  Dylite'^  foam  plastic 
lugs  from  Sinciair-Koppers,  or  in 
corrugated  shippers  made  on  Koppers 
box-making  machinery.  Decking  of 
the  car  may  be  Cellon*^  treated  wood. 
Lining  the  car,  Koppers  reinforced 
plastic  panels  make  a  strong,  easily 
cleanable  inner  wall  that  won't  absorb 
odors.  And  it  all  moves  out  on  rails 
supported  by  Koppers  crossties. 


That's  just  part  of  Koppers  expanding 
role  in  transportation— the  best  part 
for  growers,  supermarkets,  railroads, 
salad  lovers,  and  luscious  tomatoes. 

KOPPERS 

Engineered  Products 

Environmental  Systems 

Chemicals  and  Coatings 

Architectural  and 
Construction  Materials 

Plastics 
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Information  Processing 


The  current  slump 

won't  last  forever, 

but  the  old 

euphoria  will 

probably  never  return. 


Saving  Grace.  The  slump  in  the  computer  business  (see  story)  would  be  far 
worse  if  overseas  business  weren't  so  good.  Last  year  the  overseas  market  grew 
about  25%   and  accounted  for  nearly  40%   of  total  U.S.  computer  shiipments. 


NiN'ETEEN-SEVENTY    will    go    down    aS 

the  year  much  of  the  Superman  image 
was  rubbed  off  the  information  pro- 
cessing industry.  Information  process- 
ing mostly  means  computers,  and  all 
the  big  computer  makers  last  year 
continued  in  the  throes  of  a  slump. 
A  slump?  In  this  growth  industry  to 
end  all  growth  industries?  Yes,  a 
slump.  Even  International  Business 
Machines?  Yes,  even  IBM.  It  is  no 
secret  that  last  year,  for  the  first  time 
in  recent  history,  many  IBM  salesmen 
were  having  trouble  meeting  their 
c|uotas.  That  doesn't  seem  to  jibe  with 
the  rise  in  revenues  and  profits  IBM, 
Sperry  Rand  and  the  others  reported 


last  year,  but  it's  true.  The  annual 
rate  of  shipments  of  computers— 
whether  for  sale  or  for  rental— have 
hardly  increased  since  the  middle  of 
1968,  according  to  the  authoritative 
EDP  Industry  Report.  True,  this 
means  that  some  $7  billion  or  more 
worth  of  new  equipment  is  going  into 
place  each  year,  and  that's  no  small 
piece  of  change.  But  the  point  is,  that 
figure  is  not  growing  and  this  is  sup- 
posed to  be  the  greatest  growth  indus- 
try of  them  all. 

Several  things  were  behind  the 
slump.  First  was  the  recession.  Busi- 
ness and  government  were  cutting 
down   on   all   costs    and   even   once- 
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sacred  computer  budgets  couldn't  es- 
cape. "In  today's  tough  economic  cli- 
mate," Francis  G.  (Buck)  Rodgers, 
IBM's  director  of  marketing,  said  to 
Forbes  recently,  "we  have  to  prove 
to  the  customer  that  he's  getting  his 
money's  worth." 

Another  problem  was  the  coming 
of  the  "fourth-generation"  computers, 
which  were  faster  and  had  more  data 
storage  capacity  than  IBM's  360  and 
other  third-generation  machines.  The 
first  of  the  new  computers  was  an- 
nounced last  June.  But  users  knew 
they  were  coming  long  before  that, 
and  many  held  back  on  orders  to  see 
what  the  new  machines  offered.  Fi- 
nally, there  were  the  beginning  signs 
of  some  resistance  to  the  computer  as 
the  cure  for  all  management  prob- 
lems {see  following  story). 

Copiers,  too 

The  copier  segment  of  information 
processing  ran  into  the  same  band  of 
tightfisted  users  last  year,  except  for 
Xerox,  which  said  in  its  nine-month 
earnings  report  that  its  shipments  ex- 
ceeded expectations.  But  Xerox  lost  a 
bit  of  luster,  too— its  computer  busi- 
ness went  into  the  red. 

Now  if  the  computer  industry  was 
fighting  a  losing  battle  to  break  out 
of  a  30-month  slump,  why  did  its 
revenues  and  profits  generally  rise  last 
year?  Simply  because  computers  for 
the  most  part  are  rented,  not  sold. 
Thus  most  manufacturers  live  off  their 
rental  business.  If  they  hadn't  shipped 
any  new  computers  in  1970,  they  still 
would  have  been  raking  in  revenues 
from  the  machines  they  had  shipped 
in  previous  years. 

All  of  the  industry,  however,  has 
begun  to  show  at  least  preliminary 
signs  of  leveling  off.  The  Forbes 
Yardsticks  show  that  all  the  computer 
companies  were  less  profitable— that  is, 
their  return  on  stockholders'  capital 
was  lower-in  the  1970  period  than 
over  the  past  five  years. 

Shed  no  copious  tears  for  the  indus- 
try, however.  By  the  end  of  next  year 
computer  shipments  .should  begin  ris- 
ing off  their  three-year  plateau.  Then 
IBM,  Sperry  Rand,  RCA,  Burroughs 
and  National  Cash  Register  will  be  in- 
stalling their  new  models,  and  this 
will  inevitably  give  the  business  a  sub- 
stantial boost. 

But  don't  look  for  a  return  to  the 
Good  Old  Days.  The  very  fact  that 
General  Electric  chose  last  year  to 
throw  in  the  towel  after  investing  hun- 
dreds of  millions  of  dollars  is  proof 
that  at  least  one  smart  company  has 
decided  that  the  risk-reward  ratio  in 
general-purpose  computers  has  be- 
come unfavorable.  From  here  on  in, 
computers  art  t  business,  not  a  tech- 
nological romaii 
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What  About  the  Customer? 

The  new  computers  are  ready  for  the  customers- 
there  is  rto  doubt  about  that.  The  bigger  question 
is:  Are  the  customers  ready  for  the  new  computers. 


When  the  current  business  slump  has 
run  its  course,  the  computer  industry 
will  still  face  a  problem  it  has  never 
really  faced  before:  There  has  beep 
a  basic  change  in  its  marketplace.  In' 
the  Sixties,  the  big  demand  was  for 
computers  to  do  menial  and  costly 
bookkeeping  chores  like  billing,  pay- 
roll, counting  inventory.  But  today 
that  market,  at  least  in  the  U.S.,  is 
getting  crowded.  "From  now  on  the 
automaticity  of  demand  won't  be 
there, "  admits  an  otherwise  bullish 
Wall  Street  analyst,  M.  James  Arach- 
tingi  of  Auerbach,  Pollak  &  Richard- 
son. "We're  in  a  period  of  digestion.  I 
don't  think  there's  any  question  that 
many  small  firms  have  enough  com- 
puter capacity  to  last  a  couple  of 
years.  The  art  is  now  going  to  be  up- 
grading the  larger  customers  who  rep- 
resent the  bulk  of  the  revenues.  This 
is  where  the  growth  will  come  from." 
This  means  selling  so-called  man- 
agement information  systems,  which 
IBM's  Buck  Rodgers  says  "give  the 
chief  executive  the  ability  to  tap  into 
any  phase  of  his  business— financial  or 
marketing,  for  example— and  try  to 
pick  out  problems,  things  that  are  out 
of  balance." 

Suf  .  .  . 

These  sophisticated  systems  are 
harder  to  sell,  however,  and— even 
more  important— they  are  harder  to 
use.  "It's  going  to  take  many  manage- 
ments three,  four  or  five  times  longer 
than  they  thought  to  get  what  they 
want,"  says  Frederick  G.  Withington, 
computer  analyst  for  Arthur  D.  Little 
Inc.  "Now  they  won't  give  up  the  idea 
of  advanced  systems  once  they  find  out 
how  much  they  cost,  but  they  will  re- 
duce them  in  scope  and  stretch  out 
the  time  during  which  they  will  order 
and  install  fancy  gear." 

IBM's  Rodgers  points  out  another 
problem:  "If  an  executive  wants  a 
management  information  system,  he 
has  to  spend  his  own  time  to  develop 
it.  He  can't  rely  on  a  technician  as  he 
did  with  bookkeeping  applications.  He 
has  no  resistance  to  the  concept,  but 
he  has  reservations  about  taking  the 
time  to  do  it.  It's  a  tough  thing  for 
him  to  do.  It's  also  tougher  to  evaluate 
the  results  of  these  systems.  This  is 
because  human  decisions  are  involved. 
It's  more  subjective." 

For  example,  a  retailing  executive 
might  willingly  turn  over  a  payroll  to 
a  computer  technician.  But  if  the  com- 
puter was  to  be  used  to  re-order  his 


inventory,  he  would  want  to  get  p* 
'sonally  involved.  Would  the  comput 
consider  weather  forecasts?  He 
would  it  anticipate  ad  campaign 
Would  price  reductions  in  one  depa 
ment  affect  inventories  in  anothe 
These  are  questions  that  a  retailing  e 
ecutive  grapples  with  daily  and  wou 
hardly  turn  over  to  a  technician. 

In  simplest  terms,  the  users  and  p 
tential  users  don't  know  what  inform 
tion  they  want  from  these  elabora 
information  systems.  Or  they  knc 
but  there  is  no  practical  way  to  give 
to  them.  "It's  like  solving  the  transpc 
tation  problems  in  cities,"  says  Wit 
ington.  "Theoretically,  it's  possibl 
Practically,  it's  impossible  because 
costs  and  political  and  sociologic 
problems." 

Because  users  don't  know  what  thi 
want,  there  are  many  third-generati( 
computers  sitting  around  idle  much 
the  time  or  performing  little-need^ 
functions  simply  to  keep  them  bus; 
Analysts,  consultants  and  the  man 
facturers  themselves  all  agree  that  tl 
is  so.  "The  manufacturer  got  the  lat- 
technology  into  the  product  as  quid 
as  he  reasonably  could  and  left  it 
the  user  to  exploit  it,"  says  Withii 
ton.  "The  equipment  is  at  least  c 


SPUTTERING 

Wtiile  computer  revenues  have 
continued  to  climb  dramatically, 
actual  computer  stiipments 
have  slowed  down  drastically. 
Question:  Will  they  pick  up 
again-as  sharply  when  the 
recession  ends? 


Source:  EDP  Industry  Report  Estill 
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On  paper,  he  was  indestructible. 


N'othini;  can  happen  to  a  giant.  But 
Dmething  did. 

.And  nothing  can  happen  to  your  company, 
ut  something  might. 

The  difference  could  be  insurance 
ith  CXA. 

Our  excess  coverages  offer  you  property 
nd  casualt}'  protection  that  starts  where 
rimar\'  coverages  stop. 

Protection  not  so  much  against  the  things 
lat  can  hurt  you,  as  against  the  disasters  that 
in  kill  you. 

C.VA  is  able  to  write  this  coverage  for 
e  reason.  We're  good  at  it. 

We  should  be,  we've  been  doing  it  a  long 
mc.  Recognizing,  analyzing 
d  ratins:  unusual  risks. 


VC'e've  had  experience 
ritin^'  both  business  umbrella 
olicics  anti  large  excess  manuscript  polities 
)r  a  company's  specific  needs. 

We'd  like  to  do  it  for  yours. 

Contact  your  C\'A  agent.  Or  write  to  us. 
.sk  about  excess  coverage. 

Because  some  things  can't  happen  in  a 
union  years. 

LIntil  they  do. 

lave  it  your  way 

""  C/\/A  litisurance 
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*'  CN^  litisurance 

DEPT  leWZ.  310  S.  MICHIGAN  AVE    CHICAGO.  ILL.  60604 

CONTINENTAL  CASUALTY  COMPANY 

AMERICAN  CASUALTY  COMPANY 

NATIONAL  FIRE  INSURANCE  COMPANY  OF  HARTFORD 

TRANSCONTINENTAL  INSURANCE  COMPANY 

TRANSPORTATION  INSURANCE  COMPANY 

VALLEY  FORGE  INSURANCe  COMPANY 

VALLEY  FORGE  LIFE  INSURANCE  COMPANY 

CNA  INVESTOR  SERVICES,  INCORPORATED. 
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S/ugfesf.  Xerox  is  having  a  rough  fime  expanding  in  computers  (below) 
againsi  IBM  (above).  But  IBM  isn't  setting  the  world  on  fire  in  copiers. 
Moral:  Success  doesn't  come  easy,  not  even  to  giant  glamour  companies. 


jieneiatioii  aliead  oF  tlie  applications." 
Tlie  users,  wiser  now,  are  starting  to 
investigate  otiier  options  ratlier  tlian 
just  buying  the  latest  equipment.  One 
important  option  is  time-sharing, 
wliereby  .several  users  have  terminals 
that  tie  them  into  one  central  com- 
puter. This  way,  if  a  user  wants  a 
computer  three  horns  a  day,  he  doesn't 
have  to  bu\'  one  and  let  it  idle  for  the 
other  21  horns.  "It  is  legitimate,"  says 
Witliiugton,  "to  rai.se  the  specter  of 
the  on-line  service  bureau  as  a  sub- 
stitute for  the  in-house  machine." 
Time-sharing,  where  it  is  more  effi- 
cient for  computer  users,  might  tend 
to  cut  into  shipments  of  new  com- 
puters b\  the  manufacturers. 

Old  Ones,  Small  Ones 

Anothei  option  is  tlie  used-com- 
l)iit('r  market,  which  hardly  existed 
until  enough  u.sers  began  .selling  their 


third-generation  machines  (Forbes, 
Dec.  1 ) .  There  is  nothing  wrong  with 
these  secondhand  machines.  As  long 
as  their  price  is  low  enough,  they  are 
attractive  to  a  frugal  treasurer. 

Some  computer  companies  ma\' 
have  more  trouble  than  others  selling 
in  this  new  atmosphere.  In  the  past, 
UJM's  strength  has  not  been  all  bad  for 
its  smaller  competitors.  Powerful  as  it 
is,  IBM  has  never  had  to  compete  on 
price,  and  so  the  smaller  computer 
makers  have  been  able  to  live  under 
IBM's  price  mnbrella.  That  may  be 
changing.  "I  think  the  IBM  umbrella 
is  gradually  closing,"  says  analyst 
Arachtiugi.  He  points  out  that,  with 
demand  slowing  down  a  bit,  IBM 
won't  have  as  much  trouble  with  de- 
liver\  dates  on  its  new  370  series  as  it 
did  with  its  360  series.  "With  the  360," 
he  sa>s,  "there  was  such  an  avalanche 
of  demand  that  a  lot  of  it  spilled  over 


to  other  companies. "  If  this  doesn't 
liappen  with  the  370,  the  smaller  com- 
panies will  have  to  compete  with  lower 
prices  rather  than  with  earlier  delivery- 
dates.  This,  clearly,  is  already  a  major 
part  of  RCA's  strategy  with  its  new- 
line.  For  example,  RCA  is  telling 
many  users  they  can  get  all  the  new 
storage  Capacity  and  speed  they  need 
with  the  RCA  2  rather  than  going  all 
the  wav  up  to  the  capacitv  and  speed 
of  the  IBM  370/ 145,  which,  RCA  sa>-s, 
rents  for  S41,000  a  \ear  more  than 
the  RCA  2. 

As  for  IBM,  it  will  continue  grow- 
ing but  will  have  trouble  selUng  as 
many  mainframe  computers  as  it  once 
did.  "You  can  keep  making  the  central 
processor  faster  and  faster,"  sa\s 
IBM's  Rodgers,  "but  what  you  need 
is  a  balanced  system. "  So  what  will 
the  manufacturers  do?  "The  sophis- 
tication from  now  on  is  likely  to  come 
in  peripheral  equipment,"  says  Rodg- 
ers. "You'll  see  the  mainframe  manu- 
facturers improving  visual  displays  and 
optical  character  sensors  and  making 
faster  tape  and  disc  drives." 

IBM  and  its  competitors  will  un- 
doubtedly broaden  their  service  hori- 
zons, too.  In  the  service  area,  the  Gov- 
ernment may  have  done  IBM  a  favor 
when  it  forced  the  company  to  adopt 
separate  prices  for  its  hardware  and 
software  (the  programs  used  to  op- 
erate the  machines).  "Unbundhng 
eventually  is  going  to  be  a  huge 
boon,"  says  one  industry  analyst  who 
declined  to  be  quoted  by  name.  "It's 
something  IBM  would  have  done  any- 
way and  in  fact  was  looking  for  a  way 
to  do.  Why?  Because  it  will  allow 
IBM  to  come  up  with  better,  more 
competitive  software  and  charge  the 
user  accordingly. 

But  getting  into  any  new  market 
can  be  tricky.  IBM,  for  example,  has 
just  a  trickle  of  the  software  business 
now.  While  it  has  tremendous  advan- 
tages, it  will  have  to  compete  for  the 
software  business,  something  it  has  not 
had  to  do  before.  Makers  of  peripheral 
ecjuipment  like  Telex  and  Memorex 
make  the  same  kind  of  equipment 
IBM  does  and  .sell  it  cheaper.  Com- 
puter customers,  therefore,  are  be- 
coming more  accustomed  to  the  idea 
of  buying  their  hardware  from  IBM 
and  their  peripherals  and  software 
from  somebody  else. 

It  Ls  hardly  surprising,  therefore, 
that  thoughtful  anahsts  like  Arthur 
D.  Little's  Ted  \\'ithington  are  no 
longer  thinking  about  data  process- 
ing's future  only  in  glowing  terms.  "We 
will  ne\'er  again  see  the  growth  rates 
that  we  saw  in  the  late  Sixties,"  says 
Withington.  "If  the  growth  rate  is  15^ 
per  year  over  the  next  five  years,  we 
will  be  lucky.  M\'  instinct  would  say 
it  will  be  lower. '  ■ 
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Metals 

Just  a 

dream  in 

the  political 

sense.  One 

World  is 

already  a 

fact  in 

the  metals 

business. 


More  than  most  industries,  the  big 
U.S. -based  metals  companies  were 
hurt  last  year  by  the  inflationary-re- 
cessionary conditions  at  home;  e.spe- 
cially,  as  the  Yardsticks  indicate,  the 
steel  and  aluminum  companies.  But  to 
fully  understand  what  has  been  hap- 
penuig  to  the  metals  concerns,  one 
must  take  a  global  view.  It  no  longer 
makes  much  sense  to  speak  of  a  do- 
mestic copper,  a  domestic  aluminum 
or  a  domestic  steel  industry  when 
measuring  performance. 

Take  the  aluminum  producers.  Fol- 
lowing a  banner  \ear  in  1969,  they 
sailed  into  1970  confident  that  a  bulg- 
ing overseas  demand  would  more  than 
offset  any  damage  that  might  be 
caused  by  economic  conditions  in  the 
U.S.  For  the  first  .six  months  of  the 
vear  their  confidence  seemed  justified: 
All  turned  in  excellent  results.  Then, 
late  in  the  summer,  the  foreign  sales 
suddenK'  tapered  off.  Alcoa's  third- 
quarter  earnings  plunged  30^,  Kai.ser 
Aluminum's  48?  and  Reynolds  Met- 
als' 45%.  Once  again,  there  is  more 
aluminum  capacity  than  domestic  and 
foreign  markets  can  ab.sorb.  The  ef- 
fects have  already  begun  to  show  up 
on  the  FoKBES  Yardstick  figures,  where 
three  of  the  Big  Four  aluminum  com- 
panies have  lower  returns  on  equity 
for  the  latest  12  months  vs.  1965-69. 


Over  the  longer  pull,  the  Yardsticks 
for  earnings  growth  and  profitability 
in  aluminum  show  more  signs  of  ma- 
turity than  they  do  of  youthful  vigor. 

In  steel,  worldwide  developments 
offered  both  hope  and  discourage- 
ment. Discouragement,  in  that  the 
U.S.  companies  have  been  in  a  deep 
rut  for  many  years.  They  have  lost 
much  ground  to  foreign  competitors 
and  to  other  materials  over  the  past 
decade.  Their  highly  labor-  and  cap- 
ital-intensive business  has  made  it 
\ery  expensive  to  play  catch-up  ball. 
Last  year's  recession  plus  the  General 
Motors  strike  made  the  rut  even  deep- 
er. The  Forbes  Yardstick  figures,  both 
for  growth  and  profitability,  illustrate 
quite  clearly  the  magnitude  of  their 
problems. 

The  hope  from  abroad?  That  comes 
from  the  very  large  overseas  demand 
that  many  steelmen  expect  to  ma- 
terialize in  the  years  just  ahead.  Al- 
ready U.S.  steel  companies  are  en- 
joying rather  sizable  export  sales. 
Through  the  first  nine  months  of 
1970  exports  were  6  miUion  tons,  com- 
pared with  1.7  million  tons  for  all  of 
1967.  Most  of  the  export  prices  are 
considerably  higher  than  domestic 
prices.  This  is  steel's  great  hope  for 
the  future.  It  must  be  tempered,  how- 
ever, by  developments  in  Japan.  The 
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Alcan  Aluminium 

399 

19 

10.8 

9.8 

528 

20 

6.0 

325 

12 

9.5 

291 

13 

4.3 

Anaconda                   . 

489 

20 

9.2 

7.9 

376 

16 

8.3 

638 

21 

1.6 

405 

17 

0.5 

1  Reynolds  Metals 

525 

21 

8.7 

8.4 

574 

21 

5.2 

432 

14 

7.5 

391 

16 

1.1 

Industry  Medians 

15.2 

12.7 

12.3 

9.6 

6.2 

Note:  Eiplanatron  of  Yardstick  calcu 

ations  on 

page  70. 
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My  piece  of  the  Rock  is  executive  size: 


tT"^A 


:'«^; 


No  brag. 

Just  fact. 

Jim  is  doing  well 

and  he's  seen  to  it  that  his  insurance 

»aTiHS  measures  up. 

^^•-^         He  just  bought  one  of  Prudential's 

new  "50  series." 

Fifty  thousand  dollars  or  more  of 

permanent  cash-value  life  insurance. 

Now  he  has  an  executive-size 

piece  of  The  Rock. 

Owning  a  piece  of  The  Rock  means 

Prudential's  investments  are  working  for  you. 

Investments  that  strengthen  the  economy 

and  can  help  pay  dividends  on  your  policy 

at  the  same  time. 

Talk  to  a  Prudential  agent  about  getting  a 

piece  of  The  Rock  that  matches  the  size 

of  your  office. 

Don't  be  bashful. 

Make  it  executive  size. 


Prudential 


Lifelnsurance 
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aggressive  Japanese  producers  have 
spotted  the  same  opportunity  and 
have  added  steelmaldng  capacity  ex- 
tremely rapidly.  By  1972  Japan's  ca- 
pacity, at  something  over  150  million 
tons  a  year,  will  probably  exceed  that 
of  U.S.  producers. 

Of  the  three  major  metals,  copper  is 
probably  the  most  international.  A 
worldwide  shortage  of  the  metal  since 
the  mid-1960s,  aggravated  by  a  nine- 
month  strike  against  the  U.S.  pro- 
ducers in  1968,  sent  prices  soaring— 
from  around  32  cents  a  pound  to  peaks 
last  year  of  80  cents  on  the  London 
Metal  E.\change  and  60  cents  in  the 
U.S.  producer  market.  The  Yardstick 
figures  for  the  big  U.S.  companies— 
especially  Phelps  Dodge,  Kennecott, 
Newmont  Mining  and  American 
Smelting  &  Refining— show  the  results. 
All  have  uniformly  high  five-year 
profitability  returns.  Since  the  sharp- 
est price  increases  came  in  1969  and 
early  1970,  these  producers  show 
even  higher  returns  for  the  latest  12 
months.  The  major  exception:  Ana- 
conda, whose  profits  have  been  hurt 
by  the  expropriation  of  its  big  Chil- 
ean mines  and  heavy  start-up  costs  for 
U.S.  facilities  to  replace  them. 

In  recent  months,  the  situation  has 
shifted  abruptly  due  to  changing 
conditions  aroimci  the  globe.  Big  buy- 
ers like  Japan  and  Red  China  have 
ceased  to  stockpile  copper.  At  the 
same  time,  worldwide  production  ca- 
pacity has  been  increasing.  Result: 
The  LME  price  dropped  to  just  under 
50  cents  a  pound  during  the  last  half 
of  1970.  The  U.S.  producer  price,  too, 
was  lowered,  to  53  cents  a  pound. 
Barring    another    long   strike    against 


the  U.S.  producers  when  they  nego- 
tiate new  labor  contracts  next  sum- 
mer, some  copper  men  now  talk  about 
worldwide  surpluses  for  the  next  five 
years.  Surpluses  and  lower  prices  will 
obviously  make  it  harder  for  the  cop- 
per producers  to  continue  earning  the 
kind  of  huge  profits  they  have  en- 
joyed in  recent  years.  But  with  cop- 
per production  costs  typically  running 
around  30  cents  to  35  cents  a  pound, 
they  certainly  need  not  fear  starvation. 

The  recent  downturn  in  copper 
prices  should  prove  a  boon  to  the 
producers'  customers,  the  independent 
fabricators.  Under  the  earlier  condi- 
tions of  short  supply  and  rising  prices, 
fabricators  did  considerably  less  well 
than  producers.  Prices  of  fabricated 
products  such  as  electrical  distribution 
wire,  which  is  under  stiff  competition 
from  aluminum  (29  cents  a  pound), 
have  not  risen  nearly  so  fast  as  refined 
copper  prices.  Thus,  some  of  the  big 
fabricators,  such  as  Scovill  Manufac- 
turing and  Revere  Copper,  show  low- 
er profit  returns  than  the  producers 
on  the  Yardsticks.  The  fabricators'  re- 
sults differ  from  one  another  to  the 
extent  that  they  were  able  to  obtain 
allocations  of  copper  during  the  short- 
age period  at  the  lower  U.S.  producer 
price.  Now  that  buying  patterns  and 
increased  production  abroad  have 
forced  copper  prices  down,  the  fabri- 
cators' results  should  improve. 

To  be  sure,  conditions  in  the  U.S. 
metals  markets  still  are  dominant  for 
the  domestic-based  companies.  All  of 
them  would  get  a  shot  in  the  arm  from 
any  upturn  in  the  U.S.  economy.  But 
nowadays  they  must  also  look  beyond 
the  borders  of  the  U.S.    ■ 


Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Rtturn  on  Equity 
-Rank- 


COMPANY 


Among  All     In  This 
Compsnici   Induitnr 


Porctnt 


Latest 
12-Month 

Raturn 
on  Equity 

Percent 


5-YMr  Return 
on  Total  Capital 

f Rank \ 

Among  All     In  This 
Companies  Industry 


Percent 


5-Year  Annual 
Sales  Growth 

^ Rank \ 

Among  All    In  This 
Companies  Industry 


Percent 


5- Year  Annual 
Earnings  Per  Share  Growth 

Among  All    In  This 
Companies  Industry       Percent 


Kaiser  Steel 

275 

1 

13.0 

6.5 

474 

6 

6.7 

527 

4 

5.6 

456 

2 

-1.4 

Allegheny  Ludlum 

362 

2 

11.5 

7.9 

321 

1 

9.3 

319 

1 

9.6 

564 

9 

—10.5 

National  Steel 

474 

3 

9.4 

8.3 

395 

2 

7.9 

587 

8 

4.4 

489 

3 

-3.6 

Armco  Steel 

501 

4 

9.1 

7.3 

446 

4 

7.2 

475 

3 

6.6 

490 

4 

—3.6 

Inland  Steel 

524 

5 

8.7 

7.7 

429 

3 

7.4 

541 

5 

5.3 

498 

5 

—4.3 

Republic  Steel 

540 

6 

8.2 

5.6 

483 

7 

6.6 

639 

13 

1.6 

528 

8 

-6.9 

Bethlehem  Steel 

543 

7 

8.1 

5.9 

446 

4 

7.2 

596 

9 

4.0 

504 

6 

—4.8 

Cyclops 

546 

8 

8.0 

4.1 

484 

8 

6.6 

470 

2 

6.8 

585 

10 

—14.2 

Interlake 

555 

9 

7.7 

6.5 

497 

9 

6.4 

575 

7 

4.7 

440 

1 

-0.8 

United  States  Steel 

591 

10 

6.2 

4.9 

575 

10 

5.1 

612 

11 

3.1 

515 

7 

—5.9 

Jones  &  Laughlin 

620 

11 

4.5 

def. 

608 

12 

4.1 

642 

14 

1.2 

614 

12 

P-D 

McLouth  Steel 

623 

12 

4.4 

def. 

604 

11 

4.2 

652 

15 

-1.4 

614 

12 

P-D 

Wheeling-Pitts  Steel 

633 

13 

2.3 

1.7 

627 

13 

2.2 

604 

10 

3.5 

DP 

Lykes-Youngstown 

•• 

0.1 

»» 

628 

12 

2.1 

613 

11 

—58.3 

NVF 

00 

def. 

so 

«« 

•» 

Colt  Industries 

•  • 

def. 

«• 

550 

6 

5.2 

614 

12 

P-D 

Industry  Medians 

8.1 

5.3 

6.6 

4.4 

-6.4 

Note:  Explanation  of  Yardstick  calculations  on 

page  70. 

**Not  available; 

not  ranked. 

def. 

-Deficit. 

P-D  Profit  to  deficit. 

DP  Deficit  to  profit. 
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Chemicals 

Outside— that  was 

the  best  place 

for  a  chemical 

company  to  be 

last  year. 

Either  outside 

the  country  or 

outside  the  industry. 


No  ONE  was  expecting  any  miracles 
in  a  recession  year  from  an  industry 
whose  once-spectacular  earnings  per- 
formance has  been  stalled  for  over  five 
years  because  of  chronic  overcapacity 
and  price-cutting  on  the  one  hand  and 
soaring  costs  on  the  other.  Gone  are 
the  days  when  the  research  labora- 
tories and  process  engineers  could  en- 
able a  company  to  escape  such  com- 
modity industry  problems  through 
sheer  technology.  The  companies  have 
grown  too  big,  the  competition  too 
fierce  and  profit-making  technological 
breakthroughs  ever  harder  to  come 
by.  Still  it  was  disappointing  to  see 
earnings  of  a  once-proud  industry 
plummet  as  demand  weakened  stead- 
ily in  nearly  every  major  product  line. 
Five-year  earnings  showed  an  aver- 
age annual  4.4%  drop,  with  declines  in 
three-fourths  of  the  industry. 

The  one  bright  spot  was  Europe. 
The  industry's  overseas  plant  buildup, 
mainly  in  Europe,  has  been  vast. 
Since  1959  overseas  investment  has 
leaped  from  $232  million  to  around 
$1.3  billion  last  year— to  the  point 
where  almost  every  third  dollar  of 
capital  expenditures  is  spent  abroad. 

At  last,  in  1970  that  investment 
was  starting  to  pay  off.  Strong  gains 
from  overseas  operation  were  impor- 
tant  offsets   for   well-established   ma- 


jors like  Dow  (36%  of  sales  from 
abroad),  Union  Carbide  (26%  of 
sales)  and  du  Pont  (15%  of  sales), 
and  helped  hold  nine-month  earnings 
decKnes  to  just  6%  for  du  Pont,  7% 
for  Dow  and  16%  for  Carbide. 

One  company  with  strong  overseas 
gains  had  the  good  fortune  also  to 
be  well-situated  in  chemical  product 
lines  that  fared  relatively  well  domes- 
tically last  year.  That  company,  with 
12%  of  sales  from  overseas,  was  Her- 
cules. Result:  Hercules  scored  a  stun- 
ning 13%  earnings  gain.  And  that  was 
before  a  $1.3-million  extraordinary 
gain  resulting  from  the  sale  of  its  50% 
interest  in  Hystron  Fibers  for  $32  mil- 
lion to  German  partner  Hoechst— an 
investment  whose  future  capital  de- 
mands looked  excessive  to  Hercules. 

Frequently,  however,  a  strong  over- 
seas position  only  served  to  under- 
score the  severity  of  the  problems  at 
home.  Rohm  &  Haas  has  invested  ag- 
gressively in  Europe,  and  today  has 
foreign  sales  of  between  25%  and  30%. 
But  the  once-superior  profits  flowing 
from  its  dominant  position  in  acrylic 
specialties  has  attracted  competition 
and  brought  on  a  serious  cost-price 
squeeze.  Now  R&H  is  spending  heav- 
ily to  diversify  its  way  into  what  it 
hopes  will  be  other  specialty  areas  in 
(Continued  on  page  93) 


CHEMICALS:  Yardsticks  of  Managemen 


I 

5- Year 

PROFITABIL 

Latest 

TY 

5- Year  Annual 

GR( 

)WTH 

5-Yaar  Return 

S-Year  Annual 

Return  on  Equity 

12-Montli 

on 

Total  Capiti 

ii 

Sales  Growth 

Earnings  Per  Share  Growth 

/- Rank \ 

Return 

/■ Rank ^ 

z' Rank ^ 

/ Rank ^ 

COMPANY 

Among  All 

In  This 

on  Equity 

Among  All 

In  This 

Among  All     In  This 

Among  All 

In  This 

Companies 

Industry 

Percent 

Percent 

Companies 

Industry 

Percent 

Companies   Industry 

Percent 

Companies 

Industry 

Percent 

Ethyl 

64 

1 

20.3 

15.4 

294 

9 

9.8 

247 

3 

11.3 

329 

3 

3.2 

E  1  Du  Pont 

157 

2 

15.7 

13.8 

93 

1 

13.9 

590 

19 

4.3 

483 

10 

—2.9 

Dow  Chemical 

199 

3 

14.5 

13.1 

266 

6 

10.2 

305 

5 

9.8 

262 

1 

5.3 

Hercules 

201 

4 

14.5 

12.0 

190 

2 

11.6 

437 

10 

7.5 

373 

5 

2.0 

Akzona 

222 

5 

14.1 

13.3 

191 

3 

11.6 

423 

8 

7.6 

284 

2 

4.5 

Witco  Chemical 

260 

6 

13.2 

11.7 

283 

8 

9.9 

471 

11 

6.7 

365 

4 

2.1 

American  Cyanamid 

263 

7 

13.1 

12.7 

202 

4 

11.3 

519 

13 

5.8 

433 

7 

—0.6 

Stauffer  Chemical 

300 

8 

12.6 

10.5 

281 

7 

10.0 

386 

7 

8.2 

436 

8 

—0.7 

Celanese 

333 

9 

12.1 

11.5 

502 

19 

6.4 

569 

17 

4.8 

448 

9 

—1.2 

Inmont 

334 

10 

12.1 

1.3 

357 

12 

8.7 

561 

16 

4.9 

607 

21 

—27.8 

Union  Carbide 

374 

11 

11.3 

9.5 

354 

11 

8.7 

543 

15 

5.2 

509 

13 

—5.6 

Rohm  &  Haas 

399 

12 

10.8 

8.1 

231 

5 

10.8 

531 

14 

5.6 

508 

12 

—5.4 

Thiokol  Chemical 

409 

13 

10.5 

9.5 

317 

10 

9.3 

635 

21 

1.8 

432 

6 

—0.6 

Chemetron 

433 

14 

10.2 

6.8 

410 

15 

7.7 

428 

9 

7.6 

542 

16 

—8.1 

Air  Reduction 

446 

15 

9.9 

7.9 

496 

18 

6.5 

572 

13 

4.7 

518 

14 

—6.0 

Diamond  Shamrock 

467 

16 

9.6 

7.6 

381 

14 

8.2 

350 

6 

9.0 

500 

11 

—4.4 

Pennwalt 

468 

17 

9.5 

5.7 

371 

13 

8.3 

108 

1 

16.8 

563 

17 

—10.4 

Monsanto 

469 

18 

9.5 

7.3 

445 

16 

7.2 

508 

12 

5.9 

535 

15 

—7.5 

Allied  Chemical 

490 

19 

9.2 

6.7 

491 

17 

6.5 

634 

20 

1.9 

577 

19 

—12.2 

W  R  Grace 

532 

20 

8.4 

5.4 

602 

19 

6.4 

285 

4 

10.3 

568 

18 

—10.8 

IntI  Minerals  &  Chem 

581 

21 

6.6 

2.9 

577 

21 

5.1 

167 

2 

14.2 

605 

20 

—26.6 

Industry  Medians 


11.3 


9.5 


8.7 


6.7 


—4.4 


Note:  Explanation  of  Yardstick  calculations  on  page  70. 
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f  you're  known  as 

"the  man  in  333'* 

change  hotels. 

A  funny  thing  happened  four 
or  five  or  more  years  ago — people 
became  numbers.  We  have  social 
security  numbers,  bank  account 
numbers,  credit  card  numbers  and  so 
on  and  so  on. 

And  those  kinds  of  numbers  have 
a  certain  value.  They  help  computers 
speed  things  up  so  we  can  hurry 
up  and  enjoy  ourselves.  But  there 
are  certain  times  in  a  man's  (or 
woman's)  life  when  it's  nice  not  to 
be  a  number.  One  of  those 
times  is  when  you  travel. 

Somehow,  when  you're 
iway  from  home  in  a  strange  place,  it's  nice  to  be  treated  like  a  person — not 
1  number.  That's  something  we've  made  a  practice  of  for 
/ears.  And,  miracle  of  miracles,  we're  still  doing  it. 
I       Maybe  it's  not  proper  for  a  group  of  modern 
"notor  hotels  to  be  so  old-fashioned — but  we  are. 
rhere  are  Master  Hosts  Inns  and  Motor  Hotels 
from  coast-to-coast.  No  two  are  alike . . .  except 
for  one  thing.  The  way  you're  treated.  With 
»varmth,  friendliness,  hospitality. 

At  Master  Hosts  you'll  never  be  "the  man 
in  333"  or  "444"  or  any  other  number.  At 
Master  Hosts  you  are  always  you. 

To  spice  a  traveler's  life. 

For  your  free  Master  Hosts  Directory,  Write:  Master  Hosts,  Dept.  F,  4942  Vineland  Ave.,  N.  Hollywood,  Ca.  91601 
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When  they  said,  "The 
aluminum- hungry  70's 

are  here." 


...the  men  at  Reynolds 

replied,  "Our  plants 

are  mapped  and  ready." 


REYNOLDS  PRODUCTION   FACILITIES 


The  1960's  saw  U.S.  aluminum  producers  m<| 
than  double  their  shipments,  and  this  new  decade  shd 
every  sign  of  being  even  hungrier  for  the  strong,  lid 
versatile  metal.  | 

The  building  field  will  need  more  aluminum, 
will  transportation,  packaging  and  containers,  electri 
equipment,  and  many  other  key  industries  .  .  .  not  to  m 
tion  the  housewife's  ever-growing  uses  of  foil. 

The  men  at  Reynolds  saw  this  coming  years  a 
In   1964,  they  launched  a  four-year  $140  million  pi 


#  Alumina 

Corpus  ChristI,  Texas 
Hurricane  Creelt,  Ariv. 
Jamaica,  W.  I. 


Ingot 

Arkadelphia,  Arli. 
Corpus  Ctiristi,  Texas 
Jones  Mills,  Ark. 
Listerhill,  Als. 
Longview,  Wash. 
Massena,  N.  Y. 
TroMtd:  i«.  Ore. 


Foil  and 

Foil  Containers 

Louisville,  Ky. 
Richmond,  Va. 


Sheet  and  Plate 

Listerhill,  Ala. 
McCooli,  III. 
Atlanta,  Ga. 

(painted  sheet) 
Bellwood,  Va. 


Extrusions 

Bellwood,  Va. 
Grand  Rapids,  Mich. 
Louisville,  Ky. 
Phoenix,  Ariz. 
Torrance,  Calif. 


Wire,  Rod  and  I 

Listerhill,  Ala. 

Reclamation 

Bellwood,  Va. 
Listerhill,  Ala. 


Building  products  manufacturing  plant  to  be  built  In  Ashvllle,  01 
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•  Reynolds  Sales  Offices 
•Reynolds  Distributor  Locations 

•  Reynolds  Plants 

•  Reynolds  Mining 


♦c 


f^ 


^ 


•  Mining-Bauxite  F«cilitii 

Arkansas,  Guyana,  Haiti, 


Jamaica,  W.  I.,  Mexico  (Fluorspar) 


Orovement  and  expansion  program.  And  even  before 
it  was  completed,  in  1  966,  they  started  another  $325 
llion  four-year  expansion,  to  enable  Reynolds  to  pro- 
ce  975,000  tons  of  primary  aluminum  a  year  domesti- 
lly-  In  1971,  total  capacity  will  be  over  1,200,000 
IS  per  year,  world-wide. 

But  Reynolds  abilities  go  beyond  aluminum  pro- 
ction.  They  go  into  plastic  films  and  chemicals — and 
w  ways  to  use  these  materials  to  make  them  do  a 
tter  job  than  ever. 


So  today,  the  men  at  Reynolds  have  the  plants,  the 
products,  the  facilities  and  equipment,  the  people  and 
the  technical  abilities  to  make  it  work — now. 

Aluminum  is  changing  things,  and  Reynolds  is  ready. 
Find  out  what  the  men  at  Reynolds  can  do  for  you. 
Call  your  local  Reynolds  office  or  write  Reynolds 
Metals    Company, 


z^ 


P.O.Box  27003-LH, 
Richmond,  Virginia 
23261. 


REYNOLDS 

where  new  ideas  take  shape  iri 

ALUMINUM 


ilectrical  Wire 
ind  Cable 

-hester,  Pa. 
i^aivern,  Ark. 
.ongview.  Wash. 


Printing 

Bellwood,  Va. 
St.  Louis.  Mo. 
Lithe  Sheet 
SheHield.  Ala. 


Machinery 

Cleveland,  Ohio 
Louisville,  Ky. 


Fabricated  Products 

Louisville,  Ky. 
Phoenix,  Ariz. 
Grand  Rapids,  Mich. 


lerations  Abroad:  Belgium,  Canada,  Colombia,  Ghana,  Guyana,  Haiti,  India, 
n  (under  construction),  Italy,  Jamaica,  W.  I.,  Japan,  Mexico,  Norway, 
illipines,  Spain,  The  Netherlands,  United  Kingdom,  Venezuela,  West  Germany 


Plastic  Films 

Grottoes,  Va. 
Powders  and  Pastes 

Louisville,  Ky. 
Calcined  Coke 
Baton  Rouge,  La. 
Chemicals 
Hurricane  Creek,  Ark. 
Baton  Rouge,  La. 
Eagle  Pass,  Tex. 


Cans 

Tampa,  Fla. 
Torrance,  Calif. 
Woodbridge,  N.J. 
Houston,  Texas 
Bristol,  Va.* 
Wallkill,  N.Y.' 
San  Francisco,  Calif, 
•under  construction 


Cost  accounting  takes  less  space 
today  because  of  tiny  semiconductors 
from  North  American  Rockwell. 

These  microelectronic  systems 
arc  one-cighth-inch  square,  as  thin 
as  writing  paper  and  contain  hundreds 
of  complete  circuits.  Born  and  bred 
from  the  aerospace  experience  of  our 


Autonetics  Division,  these  systems  are 
now  working  in  desk-top  calculators, 
minicomputers  and  various 
multiplexing  systems. 

We're  the  only  supplier  who 
has  mass-produced  them.  Currently 
we  turn  out  more  than  3  million 
a  year.  Microelectronics,  like 


^1^ 


automotive  components  and  nuclear 
energy,  is  part  of  our  daily  business. 
Each  technology  is  distinct,  and  each 
shares  with  one  another. 

For  more  about  North  American 
Rockwell  and  our  semiconductors, 
write  Box  707,  El  Segundo,  Calif.  90245. 
Ask  for  "Microelectronics'.' 

North  American  Rockwell 


When  North  American  Rockwell 
shrinks  a  calculator, 

North  American  Rockwell 
shrinks  a  calculator. 


(Continued  from  page  88) 
tibers.  As  a  result,  R&H  expects  its 
earnings  to  be  off  20'?  to  25?  for  the 
\ear.  Similarly,  Monsanto,  now  in  the 
process  of  a  stem-to-stern  overhaul 
and  hea\il>  dependent  on  fertilizer 
and  fibers,  both  of  which  are  in  a  pro- 
longed slump,  had  a  24*?  drop  in  earn- 
ings for  the  first  three  quarters,  de- 
spite the  fact  that  23?  of  sales  came 
from  overseas. 

Using  the  Scalpel 

Aside  from  overseas,  about  the  only- 
other  way  a  chemical  company  could 
look  halfway  decent  last  year  was  to 
lia\e  hefty  nonchemical  revenues.  At 
Cleveland's  Diamond  Shamrock,  earn- 
ings gains  in  oil  and  gas,  as  well  as 
those  in  mining  from  its  newly  ac- 
(luired  subsidiary,  Pickands-Mather, 
held  the  company's  nine-month  earn- 
ings drop  to  a  distinctly  superior  3.9?. 
Diamond  Shamrock  has  also  been  de- 
cisively selling  off  marginal  plants,  in- 
vestments and  businesses.  And  its 
polyvinyl  chloride  (PVC)  business 
had  been  so  hard  hit  by  past  price 
erosion  that  things  could  only  im- 
prove with  strong  overseas  demand. 

At  Dutch-controlled  American  En- 
ka  (now  Akzona),  gains  in  the  com- 
pany's Brand- Rex  wire  and  cable  op- 
erations, together  with  contimiing  vol- 
ume increases  in  such  specialty  area-; 
as  ladies'  hosiery,  held  nine-month  de- 
clines to  ?  respectable  14?.  The  in- 
clusion of  nonchemical  International 
Salt  and  Organon  earnings  gains,  sub- 
sequent to  a  Sept.  30  merger,  mini- 
mized the  decline  still  further. 

But  extensive  nonchemical  opera- 
tions were  not  enough  to  save  Inter- 
national Minerals  &  Chemical  from  a 
third  disastrous  year  in  the  glutted 
fertilizer  business  or  Olin,  whose  prob- 
lems in  commodity  chemicals  were 
only  compounded  by  weakness  in  lei- 
sure-time and  building  materials.  Olin 
suffered  a  sharp  42?  drop  in  nine- 
month  earnings  and  IMC  was  plunged 
into  the  red.  And  the  fact  that  In- 
ihont  had  14?  of  sales  from  abroad 
was  a  curse,  not  a  blessing,  as  strikes 
hurt  customers  and  Inmont  plants  in 
England,  Belgium  and  Italy,  helping 
send  the  company  into  the  red  for  the 
first  time  in  a  decade. 

Add  to  this  picture  the  rising  out- 
:  \  against  pollution  by  chemical 
plants,  the  harmful  side  effects  of  such 
lucrative  chemical  specialties  as  pesti- 
cides and  food  additives,  and  the 
prospect  of  severe  price  wars  in  Eu- 
rope in  1971,  and  the  outlook  is  as 
sloomy  as  it  has  ever  been.  Indeed,  it 
is  so  gloomy  that  a  few  producers  are 
belatedly  beginning  to  rethink  their 
entire  approach.  Which  is  the  one 
long-term  positive  sign  in  the  indus- 
tr>-  (see  following  story) . 
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Conquering  the  Death  Wish 

Can  the  chemical  industry  get  off  the  ruinous  treadmill  of  price 
wars  and  plant  expansion?  There  are  a  few  hopeful  signs. 


Ask  veteran  chemical  industry  ana- 
lysts what  could  end  the  industry's 
five-year  earnings  slump,  and  the  an- 
swer is  likely  to  be:  "Volume."  Ask 
them  what  could  end  the  industry's 
ruinous  capacity  race,  and  the  answer 
is  likely  to  be:  "Firmer  prices." 

One  might  expect  such  answers  in 
a  commodity  industry  like  steel.  But 
chemicals?  What  about  the  new  prod- 
ucts and  processes  and  marketing 
techniques  so  celebrated  in  the  Fif- 
ties and  early  Sixties?  Their  impact 
seems  to  have  vanished  since  1965. 
The  chemical  industry's  most  marked 
characteristic   since   then,   savs   Abra- 


ham Karp  of  Dominick  &  Dominick, 
has  been  its  flaming  death  wish. 

"These  guys  are  the  last  surviving 
relatives  of  Adam  Smith!"  exclaims 
Karp.  "For  years  they've  been  cutting 
their  own  wrists,  practising  this  brute 
competition  Smith  believed  in.  The 
first  thing  they  do  if  a  competitor 
raises  his  head  is  cut  the  price. 
Then  they  run  out  and  put  up  a  tre- 
mendous new  plant  that  will  bring 
their  costs  down  a  nickel  a  pound,  so 
they  can  compete  profitably.  Then  the 
competitor  lowers  his  price." 

In  fact,  for  a  decade  the  indus- 
try's revenues  have  grown  at  a  brisk 


Cursed7  The  solution  to  the  cost  squeeze  in  chemicals  is  mammoth, 
sophisticated  superplants.  But  superplants  can  cause  as  many  head- 
aches as  the  proverbial  albatross.  If  took  Union  Carbide  five  years  to 
bring  its  heavily  computerized,  $200-miHion  Taft  (La.)  complex  up  to 
its  full  production  of  100  million  pounds  of  chemicals  a  month.  "Taft 
had  very  high  start-up  costs  in  '68  and  '69,"  concedes  a  Carbide  spokes- 
man. "We  never  anticipated  these  problems  would  go  on  for  two  years." 
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Charge!  As  savage  and  primitive  as  the  mass  hand-to- 
hand  combat  of  the  great  European  land  wars  of  the 
1 8th  and  1 9th  centuries— that's  how  chemical  compa- 
nies compete,  according  to  the  industry's  critics.  With 
endless  price  wars  and  enormously  costly  plant-bui  ding 


sprees,  the  profitability  of  the  chemical  business  has 
steadily  declined  in  recent  years.  But  chemical  compa- 
nies may  soon  be  forced  to  find  less  ruinous  ways  of 
competing.  Soaring  costs  of  every  kind  threaten  to  out- 
pace any  gains  from  improved  prices  and  volume  in  1971 . 


1%  to  8%  a  year— while  competition 
drove  prices  down  at  a  steady  \%  to 
4%  a  year  in  the  teeth  of  rising  pro- 
duction costs.  The  result  shows  up 
clearly  on  the  Forbes  Yardsticks; 
most  chemical  companies  had  a  much 
lower  return  on  equity  in  the  latest 
12  months  than  for  the  last  five  years. 
The  sad  fact  is  that  chemicals  are  on 
the  way  to  becoming  a  full-fledged 
commodity  industry. 

The  classic  solution  to  this  problem 
was  high-margined  new  specialty 
products.  But  it  is  hard  for  any  new 
product  to  have  much  impact  on  a 
billion-dollar  company.  And  hungry, 
technically  sophisticated  competitors 
can  imitate  and  improve  on  an  innova- 
tion so  quickly  that  lead  time  often 
vanishes  overnight. 

"Everyone  says  the  best  place  to  be 
is  in  specialties,"  says  Burnham  & 
Co.'s  Martin  Ziegler.  "Well,  what  do 
you  mean?  Acrylic  fibers?  That's  tak- 
ing gas.  Cyanamid  does  have  a  profit- 
able specialty  in  their  Breck  shampoo 
line,  but  that's  not  really  a  chemical. 
On  the  other  hand,  their  Formica  has 
been  hit  over  the  head  by  the  con- 
struction slump,  just  like  Rohm  & 
Haas'  methylmethacrylate  [Plexiglas]. 
Pesticides?  It's  crowded  now,  and 
there's  this  new  outcry  against  side 
effects.  I  guess  thcii'  are  some  spe- 
cialties around  still,  like  adhesives  or 
pollution  control.  But  some  of  the  best 
specialties  are  being  banged  in  the 
head  because  everybody  is  looking  for 
these  things." 


The  industry  seems  even  to  be 
growing  disenchanted  with  research. 
The  $1.8  billion  they  spent  on  R&D 
last  year  w  as  just  12%  higher  than  the 
$1.6  billion  spent  in  1967,  not  enough 
to  offset  tl^'  8%  annual  rise  in  salaries 
and  other  research  costs.  And  research 
programs  at  companies  like  Monsanto 
are  focusing  on  shorter-range  develop- 
ment work  rather  than  major  break- 
through projects. 

Instant  Techno/ogy? 

The  other  classic  solution  to  the 
commoditN  price  squeeze  is  to  seek 
greater  efficiencies,  more  sophisticated 
engineering  and  economies  of  scale. 
But  the  speed  with  which  engineering 
improvements  travel  has  accelerated 
greatly  as  design  firms  like  Universal 
Oil  Products  and  Scientific  Design  and 
chemical  plant  contractors  like  Ray- 
theon's Badger  division,  Pullman's  Kel- 
logg division  and  Stone  &  Webster  jet 
all  over  the  Free  World  building  ever 
larger,  more  complex  plants.  Thus  the 
struggle  has  increasingly  deteriorat- 
ed into  a  simple  spending  race  to  see 
which  company  can  get  its  chemical 
complex  on  stream  soonest.  That's 
why,  though  most  chemical  plants 
were  running  below  80%  of  capacity 
last  year,  and  though  construction 
costs  reportedly  leaped  30%  last  year, 
the  industry  expected  to  increase  cap- 
ital spending  this  year  by  20%  from 
$3.1  billion  to  $3.7  billion.  Small  won- 
der that  Dominick's  Karp  character- 
izes it  as  an  industrywide  death  wish. 


There  is  a  ray  of  hope  in  all  of 
this.  Many  of  the  present  problems 
may  carry  the  seeds  of  their  own  cure. 
For  example,  the  trend  has  been  to- 
ward building  bigger  and  bigger 
plants,  with  consequently  huge  capi- 
tal costs.  But  the  big  plants  have 
caused  so  many  troubles  that  the  in- 
dustry is  having  second  thoughts 
about  them.  Union  Carbide,  for  ex- 
ample, is  having  king-sized  problems 
vdth  its  over-$200-million  Taft,  La. 
plant,  which  was  intended  to  crack  in 
one  great  sweep  Rohm  &  Haas*  pear- 
monopoly  in  acrylics.  It  is  no  secret 
that,  after  several  \ears,  the  plant  is 
not  yet  producing  even  close  to  ca- 
pacity, and  the  drain  on  earnings  has 
been  considerable. 

Chances  are  that  from  here  on  in, 
boards  of  directors  of  chemical  com- 
panies are  going  to  be  increasingly 
skeptical  about  projects  of  this  size 
and  complexity.  "The  result  could  be  a 
slowing  down  of  the  rate  of  expansion 
in  the  chemical  industry. 

A  final  headache  that  could  cool  off 
the  indushy's  ruinous  capacity  race  is 
the  problem  of  feedstocks,  whose 
prices  seem  sure  to  rise  along  with 
domestic  crude  prices.  Now  add  to 
this  the  probable  removal  of  the  pro- 
tective American  Selling  Price  that 
levies  duties  on  imported  benzenoid 
chemicals  (dyestuffs  and  various  com- 
plex organic  chemicals)  and  many  ob- 
servers forecast  a  sharp  slowdown  in 
the  building  of  U.S.  petrochemical 
complexes. 
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There  nia>  be  otlier  blessings  in  dis- 
guise for  the  iudustiA.  For  example, 
its  declining  profitability  seems  to  be 
slowing  the  massive  in\asion  b\  the 
oil  companies.  Sa\s  Laird.  Bissell  & 
Mead's  Emil  Mikity;  "The  return  in 
chemicals  isn  t  as  attractive  as  it  is  in 
oil  an>Tnore,  and  oil  companies  may 
have  their  hands  full  financially  just 
with  exploration  and  development." 

With  all  these  changes,  there  are 
also  signs  of  fresh  thinking  by  man- 
agement itself.  Some  chemical  men 
see  an  important  lesson  in  the  faihnc 
of  the  oil  companies  to  reap  a  bonan- 
za in  chemicals.  Says  President 
Claude  Ramse>  of  Akzona  ( formerly 
American  Enka);  The  oil  industry's 
impact  in  fibers  has  been  zilch.  A  big 
fat  Hop.  God,  we  used  to  live  in  ter- 
ror of  them.  But  I  guess  they  just 
didn't  know  what  was  happening  in 
marketing.  You  know,  selling  fibers  is 
very  sophisticated.  We  don't  just  sell 
our  customers— we  sell  them,  and  theii 
customers,  and  their  customers.  Us 
pull-through  selling." 

So  far,  Akzona  seems  to  be  the  kind 
of  exception  the  industry  could  use 
more  of.  But  others,  like  Stanffer 
Chemical,  are  trying.  Instead  of  sim- 
ply producing  sulphuric  acid  in  huge 
((nantities  and  hoping  for  a  market, 
Staulfer  signs  a  contract  with  its  cus- 
tomers for  their  full  recjuirements.  Tlic 
customer  gets  his  acid  at  a  reduced 
price,  and  Staufier  gets  an  assured 
market.  There's  an  added  marketing 
cost  lor  StauHer,  but  it  is  small  com- 
pared with  building  a  plant— and  find- 
ing it  is  unneeded  three  years  later. 

"Who  Needs  It?" 

A  final  heartening  sign  is  the  in- 
crea.sed  concern  among  chemical  chief 
executives  about  return  on  invest- 
ment. Says  Dominick's  Karp:  "You're 
starting  to  see  a  change  of  attitude 
where  management  is  sa\ing,  'OK, 
we've  made  this  for  35  years  and 
we've  got  2  million  pounds  of  it  going 
through  a  week,  but  nia\be  we  don't 
really  belong  in  this  business.  There 
are  too  many  guys  in  it  and  we're  .No. 
Three.  Who  the  jiell  needs  it?'  There's 
a  lot  of  pruning  going  on,  and  to  me 
this  is  very  positive." 

Has  the  chemical  industry  gotten 
over  its  own  death  wish?  The  answer 
will  come  as  demand  picks  up  again. 
The  acid  test  may  lie  in  how  fast 
prices  are  raised  and  how  far  the\ 
are  raised.  Substantia]  increases  will 
jirst  end  up  attracting  more  expan- 
sion and  perhaps  more  newcomers 
back  into  the  business.  And  the  tread- 
mill will  begin.  For,  as  the  steel  and 
the  paper  industries  well  know,  in- 
creased volume  and  firmer  prices 
alone  offer  only  short-term  relief  for 
an  ailing  rate  of  return.   ■ 


&  MYERS 


BUILDS  2 
POLLUTION 

CON 


rol; 
products 

TO  HELP 
CLEAN  UP 
AMERICA 


Conservation  of  the  environment  is  America's  chief  task  for  this  dec- 
ade and  beyond.  Our  population  pours  over  200  milHon  tons  of  pollut- 
ants into  the  air  each  year,  more  than  half  of  it  nonvehicular.  And  10 
basic  industries  alone  spill  out  25  trilhon  gallons  of  waste  water 
annually.  Where  R&M's  Wascon  Systems  replace  incinerators,  air 
pollution  is  eliminated.  Wascon  equipment  reduces  ordinary  waste 
to  about  Vs  its  normal  volume  by  watering  the  material,  grinding  it 
to  a  slurry,  then  squeezing  the  bulk  semi-dry.  At  municipal  and  indus- 
trial waste  treatment  plants,  R&M  Moyno  Pumps  handle  sludge, 
grease,  oil  skimmings  and  other  effluents,  even  those  containing  abra- 
sives. Pollution  control  is  a  vital  and  growing  market  for  Robbins  & 
Myers,  and  the  potential  for  these  two  products  in  the  1970's  is 
virtually  unlimited.  Write  for  our  1970  Annual  Report. 


ROBBINS  &  MYERS,  INC. 


1234  Lagonda  Ave.,  Springfield,  Ohio  45501 
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New^brk  to  Los  Angeles 

Four  minutes. 


y.XOt  »N0  'CLCCOPIER  ARE  REGICTCBED  TRADEMARKS  OF  XEROX  CORPORATION. 


Many  businessmen  "fly"  with  the 
Xerox  Telecopier. 

It's  a  fast,  new  way  to  transmit  all 
kinds  of  business  documents  across  town 
or  across  the  country.  A  way  that's  not 
only  fast  but  simple. 

All  each  office  needs  is  one  of  our 
Telecopier  models,  a  telephone  and  an 
ordinary  electric  outlet. 

Then,  by  simply  dialing  the  phone  and 
pressing  a  button,  anyone  can  send  and 
receive  exact  copies  of  sales  orders, 
inventory  data,  charts— even  photographs. 


In  a  matter  of  minutes. 

Result:  the  word  gets  there  faster, 
without  a  chance  for  error,  so  action  can 
be  taken  sooner. 

Of  course,  all  Xerox  machines  let  you 
put  your  index  finger  to  good  use. 

With  push-button  ease,  you  can  run  off 
a  copy  per  second  on  our  duplicators, 
with  all  the  copies  sorted  automatically. 

And,  by  using  another  accessory,  our 
duplicators  can  automatically  feed 
themselves  up  to  100  different-size 
originals. 


Using  the  same  magic  digit  on  our 
copiers,  you  can  print  on  just  about 
everything— from  your  company 
letterhead  to  pre-printed  forms  to 
self-adhesive  labels. 

We  also  have  other  machines  that  let 
you  enlarge  from  microfilm,  Reduce 
over-sized  documents.  And  restore  faded, 
old  drawings. 

All  in  all,  there  are  over  20  Xerox 
machines  to  choose  from. 

So  it's  easy  to  put  your  finger  on  the 
right  one. 


XEROX 
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Utility  stocks 

a  good  buy 

in  hard  times? 

That's  what 

the  book 

says.  Unfortunately, 

last  year 

the  book 

was  wrong. 


Sfill  Lafe.  Nuclear  plants  ore 
sfill  coming  on  line  years  lafe, 
aggravating  fhe  power  shortage. 
Manufacturers,  utilities  and  en- 
vironmentalists share  the  blame; 
but  the  public   ends   up   paying. 


Protected  by  having  a  local  or  re 
gional  monopoly  and  guaranteed  ; 
"reasonable"  rate  of  return,  utilitie 
were  supposedly  immune  from  the  cy 
cles  that  are  the  lot  of  normal  bus! 
nesses.  But  instead  of  weathering  th( 
storm,  utihty  stocks  have  sunk  at  leas 
as  far  as  other  stocks.  Since  January 
1969,  the  Standard  &  Poor's  index  o 
425  stocks  declined  some  19. 5f.  Bu 
utility  stocks  declined  22%  througl 
November  of  last  year. 

Utility  stocks  got  hit  twice  by  in 
flation.  First,  the  high  interest  rate; 
that  go  with  inflation  caused  the  mar 
ket  to  capitahze  utility  earnings  at  i 
lower  multiple.  That's  because  utility 
stocks  sell  partly  on  a  yield  basis 
When  interest  rates  go  up  from  7%  t( 
9%,  as  they  have  done  in  the  past  twc 
years,  utility  stocks,  Uke  bonds,  tenc 
to  go  down.  Which  explains  why  util 
ity  stocks  have  recently  been  selling 
at  a  multiple  of  around  11— the  low 
est  in  a  decade. 

The  second  factor  that  hit  utilit) 
stocks  was  the  earnings  picture  of  the 
industry  itself.  Last  year  electric  utilit> 
earnings  were  up  around  5%,  not  much 
different  from  past  years,  but  hardly  i 
gain  in  inflationary  times.  Again  the 
problem  could  be  traced  largely  tc 
inflation.  Striving  to  meet  growing  de- 
mand, the  utility  companies  were  be- 
ing forced  to  raise  huge  sums  of  mon- 
ey. But  instead  of  paying  5%  or  6% 
as  they  did  five  years  ago,  companies 
like  General  Public  Utilities  paid  a; 
much  as  10.25?.  That  called  for  rate 
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Texas  Eastern  Trans 
Southern  Natural  Gas 
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8.9 

10.0 


99 
249 
177 
113 
126 


Lone  Star  Gas 
Columbia  Gas  System 
American  Natural  Gas 
Northern  Natural  Gan 
El  Paso  Natural  Gas 
Con  Natural  Gas 
Pacific  Lighting 

Industry  Medians 


360 
377 
410 


Note  Explanation  of  Yaidstick  calculilion;  on 
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6 

ISJt 

13.5 

443 

6 

7.2 

368 

12 

8.7 

179 

5 

7.9 

7 

13.5 

11.9 

505 

10 

6.4 

67 

2 

20.0 

345 

13 

2.7 

8 

12.6 

12.8 

423 

3 

7.5 

330 

8 

9.4 

266 

11 

5.2-^1 

9 

12.4 

12.6 

434 

5 

7.3 

306 

7 

9.8 

217 

7 

6.S1I 

10 

11.6t 

8.9 

494 

9 

6.5t 

276 

5 

10.4 

445 

15 

—1.1     ' 

11 

11.6 

13.5 

467 

7 

6.8 

454 

14 

7.1 

202 

6 

7.2 

12 

11.3 

11.5 

490 

8 

6.5 

528 

15 

5.6 

222 

8 

6.7  , 

13 

10.5 

9.8 

555 

15 

5.6 

372 

13 

8.5 

320 

12 

3.5  1 

14 

104 

9.3 

537 

13 

5.9 

252 

4 

11.2 

263 

10 

5.3J 

15 

9.1 

8.4 

586 

17 

4.8 

246 

3 

11.3 

451 

16 

-lit 

38 

8.5 

515 

11 

6.2 

546 

17 

52 

362 

14 

11% 

8.4 

6.8 

567 

16 

5.4 

536 

16 

5.5 

503 

17 

— 4.7| 

12.4 

12.6 

6.5 

9.3 

5.7 

r\s  on 

page  70. 

fThree-year  average 
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increases,  obviously.  But  the  regula- 
tory' agencies  have  been  known  to 
drag  their  feet  on  rate  hikes;  so  the 
time  lag  was  also  a  negative  factor. 

Prospects  for  improvement?  The 
electric  utility  outlook  isn't  too  bright. 
There  are  soaring  construction  costs 
due  to  labor  union  demands  and  nu- 
clear plants  that  come  on  Une  one 
to  two  years  late.  Meanwhile,  if  there 
is  a  fuel  shortage  this  winter,  the  pub- 
lic, right  or  wrong,  is  virtually  certain 
to  take  it  out  on  the  utilities.  Finally, 
there  is  pollution  and  ecology.  The 
public  is  incensed  about  the  former 
and  hot  for  the  latter,  but  rather  un- 
willing to  pa\  the  higher  rates  required 
to  deal  with  them. 

Add  to  these  problems  the  inces- 
sandy  soaring  demand— once  the  in- 
dustry's proudest  boast— and  there  is 
a  need  for  capital  that  could  be  crip- 


Back  To  Villainy.  Angry  cifizens  forced  power  companies  to  burn  low 
sulphur  coal  and  install  fly  asf)  stack  removal  devices.  But  fuel  short- 
ages might  force  cities  to  suspend  antipollution  laws.  So  black 
plumes    belching    from    smokestacks    may    be    coming    back,    after    all. 
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COMPANY 


PROFITABILITY 


S-T«*r  Latest 

Raturn  on  Equity  12-Montli 

/■ Rank ^  Rttum 

Among  All     In  This  on  Equity 

Companits    Industry        Ptrctnt  Ptrcent 


GROWTH 


S-Ytir  Raturn 
on  Total  Capital 

-Rank- 


Among  All     In  This 
Companies  Industry 


Percent 


S-Year  Annual 
Sales  Growth 

f Rank ^ 

Among  All     In  This 
Companies  Industry        Percent 


5- Year  Annual 
Earnings  Per  Share  Growth 

Rank \ 


Among  All     In  This 
Companies   Industry 


Percent 


Continental  Tel 

133 

1 

16.6 

13.8 

553 

25 

5.6 

28 

3 

33.1 

121 

2 

10.7 

Cincinnati  Gas  &  El 

193 

2 

14.6 

14.2 

420 

2 

7.5 

485 

29 

64 

257 

11 

54 

Texas  Utilities 

197 

3 

14.6 

14.6 

428 

3 

7.4 

360 

12 

8.8 

207 

4 

7.1 

United  Utilities 

213 

4 

14.2 

12.8 

454 

5 

7.1 

23 

2 

36.0 

366 

26 

2.1 

Houston  U  &  Power 

219 

5 

14.1 

13.8 

401 

1 

7.9 

348 

11 

9.0 

268 

14 

5.1 

General  Tel  &  Dec 

245 

6 

13.5 

12.8 

465 

8 

6.9 

300 

4 

9.9 

374 

27 

2.0 

Ohio  Edison 

249 

7 

13.5 

12.8 

436 

4 

7.3 

512 

33 

5.9 

326 

22 

34 

Amer  Electric  Power 

270 

8 

13.1 

12.8 

507 

12 

6.3 

414 

20 

7.8 

254 

10 

5.5 

Allegheny  Power 

291 

9 

12.7 

12.6 

521 

14 

6.1 

489 

30 

6.3 

247 

9 

5.8 

Baltimore  Gas  &  Elec 

291 

9 

12.7 

12.7 

481 

11 

6.6 

441 

24 

74 

220 

5 

6.7 

North  States  Power 

304 

11 

12.5 

12.7 

538 

19 

5.9 

412 

19 

7.8 

267 

13 

5.2 

Long  Island  Lighting 

307 

12 

12.5 

11.8 

522 

15 

6.1 

445 

25 

7.3 

314 

21 

3.7 

Union  Electric 

310 

13 

12.5 

13.5 

540 

20 

5.9 

399 

18 

8.1 

230 

8 

6.3 

Publ  Serv  Elec  &  Gas 

320 

14 

12J 

11.1. 

550 

23 

5.7 

484 

28 

6.4 

351 

24 

24 

Central  &  Southwest 

322 

15 

12.2 

12.7 

463 

7 

7.0 

393 

16 

8.1 

228 

7 

6.4 

Commonwealth  Edison 

322 

15 

12.2 

10.9 

478 

10 

6.7 

477 

27 

6.6 

375 

28 

1.9 

Penn  Power  &  Light 

342 

17 

11.8 

9.8 

562 

27 

5.5 

426 

21 

7.6 

425 

31 

-0.2 

Virginia  Elec  &  Powr 

343 

18 

11.8 

10.9 

522 

15 

6.1 

329 

8 

94 

312 

20 

3.8 

Duke  Power 

356 

19 

11.6 

9.6 

525 

17 

6.1 

333 

9 

9.3 

404 

29 

0.6 

Florida  Power  &  Lt 

365 

20 

11.5 

10.8 

470 

9 

6.7 

300 

4 

9.9 

269 

15 

5.0 

flortheast  Utilities 

382 

21 

11.2 

10.4 

570 

30 

5J 

430 

23 

7.5 

354 

25 

2.3 

Pacific  Gas  &  Elec 

392 

22 

11.0 

10.1 

547 

21 

5.7 

575 

37 

4.7 

308 

19 

3.9 

Philadelphia  Elec 

401 

23 

10.8 

9.3 

550 

23 

5.7 

427 

22 

7.6 

441 

33 

—0.9 

General  Public  Util 

416 

24 

10.4 

8.8 

593 

33 

4.6 

388 

14 

8.2 

447 

36 

—1.2 

Middle  South  Util 

419 

25 

10.4 

104 

565 

29 

5.5 

346 

10 

9.0 

184 

3 

7.8 

Southern  Cal  Edison 

424 

26 

10.3 

10.4 

563 

28 

5.5 

388 

14 

8.2 

258 

12 

54 

Niagara  Mohawk  Powr 

427 

27 

10.3 

9.5 

584 

32 

4.8 

522 

34 

5.7 

423 

30 

—0.1 

Consumers  Power 

432 

28 

10.2 

9.9 

534 

18 

6.0 

397 

17 

8.1 

296 

17 

4.1 

Southern  Company 

438 

29 

10.0 

9.9 

571 

31 

5.3 

300 

4 

9.9 

226 

6 

6.5 

Detroit  Edison 

449 

30 

9.8 

8.3 

548 

22 

5.7 

448 

26 

7.2 

443 

35 

—lA 

New  England  Electric 

462 

31 

9.6 

9.5 

595 

34 

4.6 

502 

31 

6.0 

285 

16 

4.5 

Wisconsin  Elec  Power 

466 

32 

9.6 

8.6 

560 

26 

5.6 

504 

32 

6.0 

427 

32 

—0.2 

American  Tel  &  Tel 

470 

33 

9.5 

9.1 

457 

6 

7.1 

383 

13 

8.3 

338 

23 

2.9 

Sou  New  England  Tel 

518 

34 

iZ 

9.4 

512 

13 

6.3 

310 

7 

9.7 

304 

18 

3.9 

Consolidated  Edison 

542 

35 

8.1 

6.6 

599 

35 

4.4 

550 

36 

5.2 

478 

37 

—2.7 

Western  Union 

605 

36 

5.2 

5.2 

603 

36 

4.3 

549 

35 

5.2 

442 

34 

—0.9 

Comsat 

626 

37 

3.7t 

6.1 

618 

37 

3.4t 

14 

1 

50.7tt 

3 

1 

44JJtt 

Industry  Medians 

11.6 

10.4 

S.9 

7.8 

3.9 

Note:  Explanation  of  Yardstick  calci 

lations  on 

page  70. 

^Four-year  average. 

ttThree 

-year  growth. 
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Tax  breaks 
for  business 
in  New  York 

Who  Says  New  York's 
Business  Climate  is  Healthy? 

NEW  ENGLAND*  SAYS  SO: 
". . .  Personal  property  of  manufac- 
turers..." (machinery,  equipment 
and  inventories)  "...is  completely 
exempt  from  taxation  in  New 
York...." 

"...special  incentives  in  New 
York  amount  to  a  sizable  tax  break 
for  new  industry  and  investment." 

"Xew  Enyland  Business  Review,  published 
by  Federal  Reserve  Bank  of  Boston. 

MICHIGAN*  SAYS  SO:  The  com- 
bined state  and  local  tax  bill  for 
five  hypothetical  manufacturing 
firms  was  lower  in  Buffalo,  N.Y, 
than  in  five  other  major  industrial 
cities— Detroit,  Cleveland,  Milwau- 
kee, Indianapolis  and  Newark. 

"Tax  study  commissioned  by  the  Citizens 
Research  Cou7icil  of  Michigari. 

PENNSYLVANIA*  SAYS  SO:  The 
New  York  state-local  tax  bill  was 
less  than  that  for  New  Jersey,  Ohio 
and  Illinois  in  six  out  of  seven  in- 
dustrial groups  analyzed;  New 
York's  was  less  than  that  of  five 
other  states-Michigan,  West  Vir- 
ginia, Indiana,  Massachusetts  and 
Maryland— for  all  seven  groups  of 
industries. 

'Pennsylvania  Economy  League,  Inc. 

We  invite  comparisons.  To  discover 
the  business  advantages  and  serv- 
ices available  to  you  in  New  York 
State,  as  well  as  our  business  tax 
credit  for  new  production  facilities 
...up  to  nearly  100%  tax  abate- 
ment ...  fill  out  and  mail  the  coupon 
below. 


I 


Commissioner  Neal  L.  Moylan 
New  York  State  Department 
of  Commerce 

112  state  Street  (Room  413) 
Albany,  New  York  12207 

Please  mail  to  me,  free  of  charge,  bro- 
chures on  tax  advantages  for  business, 
plant  financing  and  industrial-location 
services  in  New  York. 


I     NAME 

I     TITLE 

I    FIRM 

I  ADDRESS. 


CITY. 


STATE- 


ZIP. 


BIG  MOUTHFUL 

Electric  utility  companies  face  a  Huge  rollover  of 
long-term  bonds  (see  chart).  On  top  of  that,  short- 
term  debentures  will  be  coming  due  and  the  indus- 
try must  undertake  new  financing.  All  told,  the 
industry's  capital  requirements  for  the  Seventies 
are  an  estimated  $120  billion.  Even  assuming  lower 
interest  rates,  that  means  replacing  3%  and  4% 
debt  with  more  expensive  money  (5%?,  7%?), 
a  huge  added  cost. 

■  1 000 ^- 
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Long-Term  Debt  Refunding  —   Investor-Owned  Electric  Utilities 


Source:  Edison  Electric  Institute  (1970-1980  Estimates) 


pling.  hi  the  Sixties  utilities  raised  an 
average  of  about  85  billion  a  year  for 
construction.  By  the  second  half  of 
the  Seventies  they  may  need  as  much 
as  S13  billion  \early  in  financing.  If 
interest  rates  stay  near  their  present 
level,  it  will  be  a  costly  process. 
"They'll  raise  the  money  somehow," 
says  one  New  York  banker,  "but  it 
won't  be  without  making  concessions 
and  innovations."  What  he's  talking 
about  is  more  short-term  bonds  like 
Commonwealth  Edison's  five-year  is- 
sues; more  equity  kickers  like  the  war- 
rants attached  to  debentures  by 
American  Telephone  &  Telegraph  and 
to  preferred  stock  by  Tampa  Elec- 
tric; and  more  tapping  of  new  capital 
markets,  which  was  the  way  that 
Southern  Cahfornia  Edison  managed 
to  raise  835.5  million  overseas. 

Of  course  there  are  some  electric 
utility  companies  like  Te.xas  Utilities 
and  Houston  Light  &  Power  that  run 
way  ahead  of  the  industr>  figures. 
This  is  mainl\-  because  of  their  d>- 
namicalK'  growing  service  areas  and  a 
favorable  regulatory  environment. 

The  natural  gas  companies  face 
somewhat  happier  prospects.  After 
complaining  for  years  that  low  well- 
head prices  and  low  rates  of  return 
were  killing  incentives  to  bring  in  new 
gas  reserves,  they  were  getting  action. 
John  Nassikas,   who  became  Federal 


100 


Power  Commission  Chairman  in  Au- 
gust 1969,  has  kept  his  pledge  to  in- 
crease rates.  Southern  Natural  Gas, 
for  example,  got  an  8.5?  rate  of  re- 
turn, up  from  6.5?.  Concerned  by  the 
prospect  of  an  energy-heating  crisis 
this  winter,  the  regulators  have  begun 
to  take  a  more  sympathetic  look  at  the 
possibility  of  increasing  prices  so  that 
exploration  for  new  gas  supplies 
would  be  encouraged. 

The  natural  gas  companies,  pro- 
pelled by  growing  demand  for  their 
relatively  clean  and  cheap  fuel,  should 
grow  with  that  demand. 

Telephone  companies  had  the  same 
kind  of  trouble  in  1970  as  the  power 
companies:  time  lag  on  rate  increases. 
Two  of  them.  General  Telephone  & 
Electronics  and  United  Utilities,  had 
additional  troubles  with  manufactur- 
ing sidelines,  and  thus  earnings  were 
oft  at  these  companies.  At  AT&T, 
earnings  barely  held  their  own. 

As  the  Yardsticks  show,  Continen- 
tal Telephone  was  the  exception  to 
the  rule.  But  Continental  is  highly 
leveraged  even  for  a  utilitA-,  and  thus 
its  return  on  total  capital  came  no- 
where near  its  return  on  equity. 

Like  other  utifities,  the  phone  com- 
panies have  a  good  chance  to  catch 
up  next  year,  but  stocks  are  at  their 
lowest  multiples  in  years.  So  much  for  ^ 
"assured "  profits.  ■ 
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Cutaway  shows  new  Vacuum  Oxygen  Decarburization  process  refining  steel  in  Republic's 

new  90-ton  finishing  unit  Here,  a  vacuum  is  created,  argon  gas  is  bubbled  up  from  bottom  of  ladle, 

agitating  metal  as  oxygen  is  introduced  at  the  top  to  reduce  carbon  and  other  impurities. 

Republic's  unique  new  steel  process 

boosts  efficiency  of  stainless 
and  specialty  steel  production, 


Republic's  new  process.  Vacuum  Oxygen 
Decarburization.  provides  a  significant 
innprovement  in  the  production  efficiency 
of  extra  low  carbon  stainless  and  other 
specialty  steels. 

In  this  process,  electric  furnaces  are  used 
primarily  for  melting,  the  job  they  do  most 
efficiently.  As  soon  as  a  charge  of  molten 
metal  reaches  the  proper  temperature, 
it  is  transferred  to  the  separate  V.  O.  D. 
vessel  for  precise  control  of  the  refining 
and  finishing  operations. 
In  the  new  vacuum  unit,  refining,  alloying, 
and  deoxidization  are  completed  under 
ideal  conditions.  Here,  oxygen  is  introduced 
to  reduce  carbon  and  impurities  to 
extremely  low  levels. .  .for  added  corrosion 
resistance,  workability,  and  weldability 


|St«r^] 


of  the  extra  low  carbon  grades  of  stainless 
and  other  specialty  steels.  This  new  process 
also  makes  practical  a  promising  new 
family  of  stainless  steels  not  now  being 
produced  by  conventional  methods. 

The  V.  O.  D.  process,  developed  by  Republic 
and  its  recently  acquired  subsidiary,  A.  FinkI 
&  Sons,  is  the  first  of  its  type  in  North 
America.  At  90-ton  capacity,  the  Republic 
V.  O.  D.  vessel  is  also  the  largest  known 
such  unit  in  the  world. 
The  first  V.  O.  D.  unit  is  now  in  use  at 
Republic's  Central  Alloy  District  plant  in 
Canton,  Ohio.  Both  process  and  know-how 
are  being  offered  to  the  steel  industry  on  a 
licensee  basis.  Republic  Steel  Corporation, 
Cleveland,  Ohio. 

Bcpublicsteel 


'.vel  builds  interstate  highways.  ^""^  ^'^"^"^  '^'^'''^  supplies  to  a  747  m  Belgiu 


Forklift  truck  handles  heavy  logging  chori 


y 


ill-in  milk  case  eliminates  hand  stocking 


Van  carriers  stack  and  load  containers  at  Montreal  port. 


In  151  countries, 

Clark  Equipment 

gets  things  moving. 

Clark  lift  trucks  and  material  handling  systems. 

Michigan®,  Hancock  and  Melroe  construction  machinery. 

Clark  axles  and  transmissions  for  heavy-duty  vehicles. 

Brown®  truck  trailers,  truck  bodies  and  containers. 

Tyler®  and  Delfield  food  refrigeration/display  equipment. 

Buchanan,  Michigan  49107 


CLqRK 

EQUIPMENT 


Clark  axles  and  transmissions  drive  mining  vehicles. 


• 


Snow  blowers  clear  roads  in  Norway. 


^4 


True  Prop  let  Performance 


-;  'i 


n  flight,  the  MU-2  reflects  a   beautiful   image  of  ae^o- 

^/ dynamic  efficiency.  It's  a  different  kind  of  airpiare  — a  total 

I  concept  turbo-prop  designed  from  the  beginning  for  tur- 

f  bine  power    Unlike  other  turbo-props,  the  MU-2  is  not  a 

compromise    between    piston    design    and    turbine    power 

plants.  Result  — bette!-  sceed  — bette'  performance. 

Have  you  experienced  MU-2  performance?  It's  beautiful. 
We  think  you'il  agree  once  you  try  it  first  hand.  Let  us 
arrange  a  total  turbine  capability  demonstration  in  the 
'  MU-2F  or  MU-2G  today 
Write  or  call  MU-2  S3ies.  Mitsubishi  Aircraft  Inter nationai,  Sox 
3848.  San  Angela,    Texas.    Telephone  9! 5-944-7 511. 


^, 


MU-2 


MiTSUBlSHi  AiRCHAFT  iNTEHNATiONAc 


ao «  je-i3  aa.n  «n-3«lo,  Texas.  "69G't 


Multicompanies 

The  conglomerates  may  not 

have  put  all  their  eggs  in  one 

basket,  but  eggs,  after  all,  are 

eggs— and  sometimes  they 

smash. 


As  KAB  as  Wall  Street  is  concerned, 
the  once  highly  touted  conglomerates 
are  dead  as  a  doornail.  It  doesn't 
matter  that  companies  like  TRW 
and  Teledyne,  Studebaker-Worthing- 
ton  and  ITT  have  just  closed  out  the 
best  year  in   their   histories.    Or   that 
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PROFITABILITY 


GROWTH 


5-Year 

Latest 

5-Year  Return 

5-Year  Annua 

5-Year  Annual 

Return  on  Equity 

12-Month 

on 

Total  Capita 

Sales  Growth 

Earnings  Per  Share  Growth 

^ Rank ^ 

Return 

/■ Rank ^ 

^ Rank ^ 

/■ Rank 

> 

COMPANY 

Among  All 

In  This 

on  Equity 

Among  All 

In  This 

Among  All     In  This 

Among  All     1 

n  This 

Companies 

Industry 

Percent 

Percent 

Companies 

Industry 

Percent 

Companies  Industry 

Percent 

Companies  li 

idustry 

Percent 

Minnesota  Mining 

53 

1 

21.3 

18.9 

22 

1 

21.0 

278 

2 

10.4 

172 

3 

8.2 

National  Lead 

252 

2 

13.4 

10.6 

181 

2 

11.8 

571 

11 

4.8 

519 

12 

—6.0 

General  Electric 

270 

3 

13.1 

7.1 

236 

4 

10.7 

545 

9 

5.2 

573 

15 

—11.4 

ELTRA 

298 

4 

12.6 

10.8 

211 

3 

11.2 

358 

4 

8.8 

199 

4 

7.2 

Sperry  Rand 

302 

5 

12.6 

11.2 

295 

6 

9.7 

509 

7 

5.9 

53 

2 

15.5 

General  Tire  &  Rub 

343 

6 

IIJ 

11.2 

364 

10 

8.5 

643 

15 

1.2 

448 

9 

—1.2 

Westinghouse 

372 

7 

11.4 

10.4 

323 

1- 

9.2 

355 

3 

8.9 

246 

5 

5.8 

Union  Carbide 

374 

8 

11.3 

9.5 

354 

9 

8.7 

543 

8 

5.2 

509 

11 

—5.6 

Bendix 

424 

9 

10.3 

5.2 

273 

5 

10.1 

253 

1 

11.2 

540 

14 

—7.9 

Natl  Distil  &  Chem 

455 

10 

9.7 

8.4 

530 

15 

6.0 

579 

12 

4.6 

406 

7 

0.5 

Borg-Warner 

462 

11 

9.6 

8.5 

337 

8 

8.9 

501 

6 

6.0 

428 

8 

—0.3 

Olin  Corp 

477 

12 

9.4 

4.9 

478 

13 

6.7 

603 

13 

3.5 

582 

16 

—13.6 

Kaiser  Industries 

508 

13 

8.9 

4.1 

450 

11 

7.2 

656 

16      - 

-10.2 

17 

1 

23.4 

Koppers 

545 

14 

8.0 

6.3 

497 

14 

6.4 

491 

5 

6.3 

393 

6 

1.1 

PPG  Industries 

557 

15 

7.6  • 

5.9 

474 

12 

6.7 

566 

10 

4.8 

507 

10 

—5.1 

Allis-Chalmers 

625 

16 

3.8 

4.8 

618 

16 

3.4 

622 

14 

2.6 

538 

13 

—7.7 

Industry  Medians 


10.8 


8.5 


8.8 


5.2 


—0.8 


Note:  Eiiplanation  of  Yardstick  calculations  on  page  70. 
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conventional  multi-industry  outfits  like 
Koppers  or  Bendix  have  reported 
earnings  declines  far  sharper  than 
those  of  many  conglomerates.  The 
conglomerates  are  now  deemed  a  di- 
saster area,  and  the  good  has  been 
written  off  with  the  bad.  And  writ- 
ten off  not  only  as  troubled,  but 
somehow  as  morally  reprehensible. 
The  accountants  said  so,  by  revising 
the  pooling-of-interests  method  in 
merger  accounting.   The  Justice   De- 


partment said  so,  by  insisting  that  any 
large-scale  merger  proposals  receive 
its  prior  approval.  Even  the  conglom- 
erators  themselves  seemed  to  say  so': 
They  were  no  longer  money  men, 
most  of  them,  or  asset  managers;  they 
had  become  operating  people  who 
scorned  the  accounting  wizardry  that 
had  brought  them  their  notoriety  and 
their  success. 

"Our  performance  last  year,"  said 
Gulf  &  Western's   Chairman   Charles 


Bluhdorn,  in  the  face  of  a  substantial 
—25%— decline  in  earnings,  "was  a 
positive  answer  to  those  who  ques- 
tion the  viability  of  the  conglomer- 
ate form  of  business  enterprise."  A 
big  decline  in  earnings  is  a  positive 
answer?  What  Bluhdorn  seemed  to  be 
saying  was:  At  least  my  conglomerate 
didn't  fall  apart;  nobody  took  it  away 
from  me. 

Distraught  by  their  fallen  earnings 
and    pressured    by    their    frightened 
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creditors  and  stockholders,  the  con- 
glomerators  began  trading  their  ac- 
quisitions back  and  forth,  buying  and 
selling,  swapping  like  children  play- 
ing Pig.  Studebaker,  for  instance,  sold 
Alco  Products  to  White  Motor,  which 
in  turn  is  selling  out  to  \\  hite  Consoli- 
dated. Walter  Kidde,  having  picked 
up  U.S.  Lines  in  1969— apparently 
without  any  very  sound  idea  abouf 
what  it  was  going  to  do  with  it— in 
1970  planned  to  sell  it  to  R.J.  Reyn- 
olds—a move  the  Justice  Department 
has  challenged.  W.R.  Grace,  which 
had  earlier  sold  its  interest  in  Rub- 
eroid  to  GAF  and  Miller  Brewing  to 
Philip  Morris,  bought  F.A.O.  Schwarz 
trom  Parents'  Magazine.  Glen  Alden, 
which  had  acquired  Buckingham  as 
part  of  Schenley,  now  proposed  sell- 
ing it  to  Northwest  Industries,  which 
Itself  was  tr>ing  to  sell  off  its  original 
railroad  business. 

Of  course,  the  conglomerates  put  a 
good  face  on  it.  "We  regard  it  as  our 
duty,"  Northwest's  Chairman  Ben 
Heineman  said  solemnly,  "to  disinvest 
when  we  become  convinced  that  any 
one  of  our  companies  will  fail  to  meet 
our  criteria  for  a  consistently  satis- 
factory return  on  average  capital  em- 
ployed in  a  reasonable  time." 

Less  Is  More 

Whittaker  Corp.'s  William  M. 
Duke,  who  was  explaining  the  vir- 
tues of  synergy  back  in  the  days  when 
he  was  bu\ing  companies,  suddenly 
came  up  with  an  elaborate  rationale 
for  seUing  them.  He  called  it  "plural- 
ism." In  certain  circumstances,  ex- 
plained Duke,  an  acquired  company 
may  fare  better  on  its  own  than  as 
part  of  a  conglomerate.  Thus,  all 
things  became  possible.  Whittaker 
prepared  to  spin  off  several  divisions 
—much  as  L-T-V  had  spun  off  Wilson 
Sporting  Goods— and  so  did  Walter 
Kidde,  W.R.  Grace  and  Brimswick, 
among  others.  "What's  happening," 
said  Royal  Little,  father  of  conglomer- 
ates, "is  that  good  businesses  or  divi- 
sions are  being  sold  by  companies  that 
need  cash  to  pay  off  their  debts,  to 
companies  that  have  the  credit  and 
cash  to  pick  up  bargains." 

Little  was  getting  close  to  the  heart 
of  the  matter.  It  was  not  the  principle 
of  conglomeration— the  management 
of  unrelated  businesses  under  a  sin- 
gle roof— that  had  failed.  What  had 
been  discredited  was  the  unsound  use 
of  credit  and  the  abuse  of  accounting 
options  within  the  conglomerate  form. 

Little  maintains,  and  there  is  plenty 
of  evidence  to  support  him,  that  the 
conglomerate  of  multicompany  re- 
mains a  useful  corporate  form. 

Accounting  being  what  it  is,  the  fi- 
nancial results  of  the  conglomerates 
may  well  be  less  impressive  than  the 
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Forbes  Yardsticks  indicate— and  that  is 
well  above  the  average  of  U.S.  indus- 
try. But  the  edge  is  probably  still 
there.  As  unrelated  diversification,  the 
conglomerate  offers  a  means  of  miti- 
gating the  cycles  that  afflict  most 
businesses.  As  a  corporate  strategy,  it 
offers  some  protection  against  change, 
against  the  unknown  and  the  unfore- 
seeable. It  can  even  offer  stability  of 
earnings— though  during  the  recent 
period  of  go-go  growth  that  has  been 
a  neglected  virtue. 

For  most  practitioners,  however,  it 
has  offered  an  even  more  valuable 
tool— a  strategy'  for  escaping  the  rigors 
of  dying  or  marginal  or  simply  mun- 
dane businesses.  For  Textron,  it  of- 
fered an  alternative  to  textile  cycles. 
For  Studebaker,  an  alternative  to  com- 
petition with  giants.  For  U.S.  Indus- 
tries, an  alternative  to  the  dying 
freight-car  business.  For  all  three  it 
offered  a  means  of  redeploying  their 
capital  into  more  promising  and  prof- 
itable businesses. 

At  the  same  time  the  lack  of  com- 
mitment to  any  particular  business, 
and  a  readiness  to  diversify  through 
acquisition  into  any  other  business, 
has  made  the  conglomerate  form  un- 
commonly attractive  to  the  wheeler 
dealers,  the  fast-money  boys,  the 
boomers  and  the  promoters  who  live 
in  that  dazzling  half-world  where 
business  and  the  stock  market  inter- 
sect. The  vices  are  now  all  too  ap- 
parent—as indeed  they  always  were  to 
anyone  who  cared  to  look— but  they 
are  not  conglomerate  vices:  They  are 
the  vices  of  finance  capitalism,  and 
the  conglomerates  merely  share  them— 
in  admittedly  magnified  form— with 
much  of  U.S.  industry  these  days. 

If  the  past  offers  any  guidance,  the 
shape  of  the  next  few  years  seems 
reasonably  clear.  Some  conglomerates 
will  slowly  collapse  as  Merritt-Chap- 
man  &  Scott  and  Penn-Texas  did  in  the 
late  Fifties,  like  air  escaping  from  a 
balloon.  Others,  like  Sperry  Rand  and 
National  Distillers,  will  successfully 
rationalize  their  diverse  operations  in- 
to more  conventional  multi-industry 
forms.  Most,  both  the  good  ones  like 
Textron  and  TRW  and  the  not  so 
good  ones  like  GAF  and  Bangor  Punta, 
will  probably  bide  their  time,  tighten 
their  belts  and  wait  for  more  favor- 
able circumstances  to  explore  the  po- 
tentialities of  the  conglomerate  idea. 
Even  ATO— which  as  "Automatic" 
Sprinkler  was  one  of  the  more  con- 
spicuous disasters  of  the  past  few 
years— is  currendy  gathering  Its  re- 
sources for  a  new  push.  "The  new 
name,"  said  Harry  Figgie,  ATO's  found- 
er and  chief  architect,  "was  selected 
because  it  is  not  limited  in  any  way 
to  present  or  future  operations." 
Enough  said.  ■ 
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property 

are  available 

now  in 

Dallas. 

Why  should 

your  company  be 

interested? 


Perhaps  because  financing  is  im- 
portant. And  Dallas  just  happens  to  be 
the  most  important  financial  center  in 
the  Southwest. 

Perhaps  because  growth  is  impor- 
tant. And  Dallas,  besides  being  the 
eighth  largest  city  in  the  United  States, 
is  central  to  the  largest  local  market  in 
the  southern  half  of  the  nation  east  of 
Los  Angeles. 

Perhaps  because  transportation  is 
important.  And  Dallas,  with  its  59  com- 
mon carriers,  is  the  transportation  hub 
of  the  Southwest. 

Or  perhaps  your  company  should 
be  interested  in  moving  to  Dallas  for 
a  lot  of  other  reasons  which  Dallas 
Power  &  Light  Company  is  able  and 
more  than  willing  to  supply.  Send  the 
coupon,  or  give  us  a  call. 


DALLAS  POWER  &  LIGHT  COMPANY 
Member  of  Texas  Utilities  Company  System 


CALL  OR  SEND  COUPON  TO:  Don 
Raburn,  Manager,  Industrial  Develop- 
ment, Dallas  Power  &  Light  Company, 
1506  Commerce,  Dallas,  Texas  75201, 
Phone:  (214)  747-4011 
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Electrocardiogram  by  telephone. 
Now  a  heartbeat  can  be  transmitted  instantly  to  a  doctor 
hundreds  of  miles  away. 


When  someone  has  heart  trouble,  he  frequently 
needs  a  heart  specialist.  mm^k 

Somebody  who's  highly  trained  in  the  reading  and 
interpretation  of  electrocardiograms  [EKG's]. 

Now  theres  a  way  to  speed  an  EKG  to  a  specialist 
no  matter  where  he  is. 

By  telephone. 

The  doctor  or  visiting  nurse  who  attends  the  patient 
brings  special  equipment  along  (it's  standard  in  many 
medical  centers  and  hospitals]. 

The  specialist  has  similar  equipment  at  his  end. 

When  the  regular  telephone  connection  is  made,  the 
specialist  receives  a  duplicate  EKG  as  it's  being  given. 

He  can  then  analyze  the  results  on  the  spot.  And 
without  hanging  up,  confer  with  the  doctor  or  nurse  at 
the  other  end. 

The  American  Telephone  and  Telegraph  Company 
and  your  local  Bell  Company  work  to  make  the  telephone 
serve  you  as  many  ways  as  possible. 

One  way  is  to  let  a  doctor  send  your  heart  pattern 
3,000  miles  across  the  country  on  the  same  phone  you 
use  to  call  the  druggist. 


"The  Conglomerates  Will  Come  Back" 

What  wenf  wrong  wHb  the  conglomerates?  What  were  their  strengths  and 
weaknesses?  What's  their  future?  No  one  should  be  better  qualified  to  tackle 
these  questions  than  some  of  the  men  who  helped  create  them. 

J.  David  Wright,  65,  now  retired,  headed  up  TRW  between  1958  and  1969 
when,  as  Thompson  Products,  it  first  bankrolled,  then  merged  with,  electronics 
specialist  Ramo-Wooldridge,  and  began  diversifying.  Frank  J.  Nunlist,  57,  now 
Assistant  Postmaster  General,  is  an  operating  man  who  succeeded  in  turning 
stodgy  old  Wor'hingion  Corp.  into  a  good  money  maker  and  then  went  on  to 
merge  it  with  Studebaker.  James  J.  Ling,  48,  who  for  the  moment  tends  his 
personal  investments,  parlayed  a  fly-by-night  electronics  outfit  into  one  of  the 
U.S.'  giant  corporations,  LingTemco-Vought. 

Different  men,  different  philosophies.  In  TRW,  Dave  Wright  created  one  of 
the  most  successful  outfits  in  U.S.  business,  conglomerate  or  otherwise.  In  Stude- 
baker-Worthington,  Frank  Nunlist  put  together  one  of  the  most  promising  new 
business  combines  of  the  Sixties.  In  LT-V,  Jim  Ling  formed  a  vehicle  for  his 
own  brilliant  if  sometimes  rashly  headstrong  financial  talents,  and  the  result  was 
one  of  the  most  dazzlingly  conceived  and  ill-starred  of  all  the  great  conglomer- 
ates. In  their  personal  style,  all  three  men  are  as  different  as  the  corporations 
they  were  influential  in  shaping,  but  all  are  agreed  about  one  thing:  The  con- 
glomerate is  going  to  be  around  for  a  long  time. 


buys  and  sells  companies  as  a  fund 
does  securities. 

However,  there's  another  kind  of 
conglomerate.  It  developed  because  of 
the  need  to  regenerate  the  business, 
to  protect  the  business  or  use  the 
funds  available  from  one  operation  in 
another  for  the  shareholders'  benefit. 
That  was  Studebaker's  situation  for 
a  while,  but  by  the  time  we  began  ne- 
gotiating our  merger,  they  had  ended 
up  with  some  damned  solid  acquisi- 
tions—an STP,  an  Onan  engine,  a 
Gravely  tractor. 

Wasn't  the  Studebaker-Worthing- 
ton  merger  basically  defensive? 

No.  That  one  had  a  kind  of  syner- 
gistic possibility.  A  company  strong 
internationally  like  Worthington  could 
take  a  company  like  Studebaker 
abroad,  because  it  knows  how  to  do 
business  in  foreign  countries.  This  is 
synergy  of  a  meaningful  kind. 

When  Studebaker  and  Worthing- 
ton merged,  a  study  of  their  compat- 
ibility was  the  starting  point.  Every 
operation  had  some  interrelationship 
with  some  other  part  of  the  compa- 
ny, and  every  one  of  our  charting 
procedures,  budgeting  procedures,  fi- 
nancing procedures  and  return-on-in- 
vestment  techniques  was  applicable. 

That  sounds  fine.  But  Jiow  do  you 
make  sure  there  tcill  be  synergy? 

There  was  that  mutual  compatibili- 
t\'  to  start.  There  were  these  inter- 
relationships between  various  parts  of 
tlie  company.  So  there  was  the  man- 
agement knowhow  potentially  there  to 
see  that  the  organization  was  con- 
trolled. If  you've  followed  what's  hap- 
pened since  the  merger,  you  can  see 
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Frank  Nunlist:  "I've  always  thought 
Studebaker-Worthington  was  less  a 
conglomerate  and  more  nearly  like 
General  Electric  and  General  Motors." 


Wlitj    did    the    conglomerates    go 
tcrong? 

There's  no  single  answer.  In  some 
cases,  there  were  mistakes  made.  In 
others,  the  companies  were  not  set 
up  to  cope  with  the  management 
problems.  When  a  kid  grows  up  too 
fast,  he  has  growing  pains.  But  ^hrrv- 
are  a  hell  of  a  lot  of  conglouK  ,  , 
that  haven't  done  badly.  The  gi  '  i] 
that  most  people  have  felt  to  be  mosi 
vulnerable  recently  is  sort  of  a  mu- 
tual fund  with  go-go  objectives,  that 


there's    been    an    internationalization 
going  on.  It  was  planned. 

Then  you  are  saying  that  it  tvas 
possible  to  effectively  operate  Stude- 
baker-Worthington because  the  two 
companies  were  compatible.  Was  that 
the  only  reason? 

Not  only  that.  There  was  also  that 
built-in  residual  knowledge  of  what 
the  standards  of  performance  were 
going  to  be.  If  Studebaker  had  been  a 
computer  company,  we  wouldn't  have 
had  that.  Gravely  tractors,  Onan  en- 
gines—these are  standard  industrial- 
ized durable  goods,  you  have  stan- 
dards of  performance,  you  know  how 
to  judge  them,  you  know  when 
they're  going  to  go  wild  and  when 
they're  not,  so  they  become  man- 
ageable. I've  always  thought  Stude- 
baker-Worthington was  less  a  con- 
glomerate and  more  nearly  like  Gen- 
eral Electric  and  General  Motors. 

Yet,  since  the  merger,  Studebaker- 
Worthington  has  been  disposing  of 
components  like  everyone  else. 

There  have  been  some  things  liq- 
uidated, but  they  were  going  to  be 
liquidated  whether  the  merger  took 
place  or  not.  I  think  basically  it's  pret- 
ty healthy.  It  doesn't  matter  whether 
you're  improving  your  balance-sheet 
position  and  getting  some  degree  of 
balance  between  liquidity  and  current 
earnings,  or  whether  you're  getting 
rid  of  the  things  that  don't  fit  with 
what  you  want  to  be  doing.  In  one 
case,  you  may  sell  a  very  fine  enter- 
prise to  improve  the  residual  part.  In 
another,  \ou  may  sell  a  piece  of  junk 
to  improve  the  P&L  statement. 

Which  is  more  important? 

I  have  a  feeling  we  may  have 
placed  much  more  emphasis  on  the 
P&L  statement  and  de-emphasis  on 
the  balance  sheet  over  the  past  five 
years.  I  tliink  that  balance  is  being  re- 
stored, but  I  hope  we're  not  going 
too  far  the  other  way. 

With  the  economy  slack  and  the 
market  down,  where  do  the  conglom- 
erates go  from  here?  Will  they  come 
back  eventually? 

We're  in  a  wave  of  the  cycle,  but 
the  market  ultimately  does  respond  to 
earnings.  It  may  over-respond  on  the 
upside  and  overdiscount  on  the  way 
down.  Long  term,  however,  earnings 
per  share  is  one  of  the  basic  judg- 
ments the  market  makes,  and  foii 
many  conglomerates  the  earnings  ara 
there.  So  I  think  the  market  is  goinffl 
to  respond  to  earnings  again.  i 
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Dave  Wright:  i  can  t  imagine  run- 
ning a  business  that  didn't  have  a 
basic  philosophy   of  diversification." 


What  uere  you  trying  to  accom- 
plish at  TRW  back  in  the  Fifties 
ichen  you  began  conglomerating? 

That  term  hadn't  been  invented 
when  we  were  evolving  our  policy, 
and  we  really  never  thought  of  it  as 
that.  Certain  basic  decisions  evolved. 
One  was  that  we  would  grow,  and 
that  seemed  like  a  real  elemental 
thing.  I  used  to  say,  "Running  a  busi- 
ness is  like  riding  a  bicycle— you  got 
to  keep  going  or  you  fall  down." 

The  second  decision? 

We  also  said  we  never  wanted  to  be 
dependent  on  one  industry  or  custom- 
er or  market.  A  third  principle  was 
not  to  go  into  businesses  where  we 
didn't  have,  or  couldn't  get,  the  ex- 
pertise to  do  .so.  That's  a  little  bit  dif- 
.ferent  from  the  typical  conglomerate, 
which  combines  manufacturing,  bank- 
ing, entertainment,  you  name  it. 

But  wasn't  that  one  of  the  con- 
glomerators'  first  principles— that  they 
coidd  buy  expertise? 

Yes,  but  that's  sort  of  like  being  an 
investment  trust.  You  can  buy  stocks 
in  a  lot  of  companies  and  you  try  to 
buy  good  management  when  you  do 
it.  But  that's  a  lot  different  from  hav- 
ing the  expertise  in  the  group  running 
the  overall  show.  We  never  did  sub- 
scribe to  the  idea  of  buying  a  compa- 
ny and  then  turning  it  loose.  We  del- 
egated authority,  but  we  always  had 
close    control.    I    think    vou    have    to 


have  a  capability  of  reviewing  what 
the  management  of  the  acquired  com- 
panies is  trying  to  do— to  appraise 
it  and  anticipate  pitfalls. 

But  Ramo-Wooldridge  wasn't  that 
close  to  your  original  business. 

It  wasn't  that  far  away  either.  To 
go  way  back,  we  said  we'd  have  three 
legs  to  our  stool.  One  would  be  auto- 
motive replacement,  which  had  been 
very  steady;  the  other  would  be  air- 
craft, which  just  zoomed  in  World 
War  II  and  Korea.  But  we  said  at 
that  time,  "This  isn't  going  to  last," 
and  we  wanted  to  get  into  something 
with  a  strong  growth  future— chemi- 
cals, home  building,  even  consumer 
products.  We  decided  to  get  into  elec- 
tronics. We  had  the  opportunity  to 
finance  Ramo-Wooldridge  in  1954  for 
a  50%  interest  in  the  business.  While 
it  was  a  far  cry  from  auto  valves,  our 
business  in  the  Thirties,  it  was  really 
pursuant  to  this  long-term  policy  that 
we  had  evolved. 

Your  idea  in  diversifying  was  to 
eliminate  cycles? 

To  the  greatest  extent  possible,  yes. 
Because  there's  no  greater  hardship  on 
people  than  ups  and  downs  and  lay- 
offs. Originally  we  always  acquired 
assets  for  cash  if  we  were  in  a  finan- 
cial position  to  do  so,  or  for  stock  if 
there  wasn't  some  other  way  to  do  it. 
The  ratio  of  one  multiple  to  the  other 
hadn't  even  been  thought  of  as  a  way 
to  improve  earnings. 

A  lot  of  investors  have  lost  a  lot  of 
money  on  conglomerate  stocks.  Have 
conglomerates  been  of  any  use? 

Well,  the  pluses  are  obvious.  It's 
possible  to  take  earnings  from  a  ma- 
ture industry  and  invest  them  very 
much  to  the  advantage  of  your  share- 
holders in  growth  industries.  I  can't 
imagine  running  a  business  that  didn't 
have  a  basic  philosophy  of  diversifi- 
cation. The  problem  comes  when  these 
businesses  take  on  things  that  they're 
not  able  to  manage. 

Do  ijou  think  the  changes  in  ac- 
counting procedure  and  the  more  rig- 
orous antitrust  regulations  mean  the 
end  of  the  conglomerate  era? 

No,  I  don't  think  so.  It's  a  natural 
goal  for  everybody  in  business  to  have 
more  than  one  leg  under  his  stool. 
The  antitrust  situation  makes  it  much 
more  difficult  than  it  was  some  years 
ago,  but  for  the  smaller  companies  I 
think  it's  always  going  to  be  desirable 
to  permit  some  diversification.  I  think 
there  will  be  a  limit  as  to  size,  but 


it's  inconceivable  to  me  that  even  a 
very  large  company  with  a  dying 
product  should  not  be  permitted  to  go 
into  other  product  lines. 

Doesn't  the  current  wave  of  divesti- 
tures prove  conglomerates  weren't 
that  smart  about  what  they  bought? 

I  think  it  takes  pretty  smart  man- 
agement to  be  right  about  every  new 
product  line  and  acquisition.  We  cer- 
tainly weren't  that  smart.  Recognizing 
a  mistake  and  doing  something  about 
it  is  really  important. 

Will  the  conglomerates  come  back? 

I  think  that  depends  more  on  the 
person  who's  running  the  conglom- 
erate than  anything  else,  and  on  the 
selection  of  components  he  makes.  I 
don't  think  there's  anything  wrong 
with  the  contrlomerate  idea. 


Jim  Ling:  "We  felt  there  was  no  way 
Justice  could  bring  a  lawsuit.  .  .  .  But 
they  did." 

What  went  wrong  with  the  con- 
glomerate idea? 

I  don't  think  anything  went  wrong 
with  it.  The  question  is  just  to  what 
degree  are  you  a  conglomerate.  I  can't 
possibly  be  persuaded  that  you're 
pregnant  in  nine  or  12  product  lines 
and  not  in  seven.  General  Elec- 
tric, Westinghouse,  General  Motors— 
in  their  way  they're  special  conglom- 
erates. It's  a  matter  of  degree. 
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Then  you  stilt  like  the  concept? 

The  conglomerate  idea— I'd  say  the 
diversification  theory— is  still  cood.  It 
always  has  been.  Roy  Little  started  it. 
Tex  Thornton  and  Roy  Ash  gave  it  a 
bit  of  glamour,  and  it  was  very  sur 
cessful.  Then  there  were  all  these  oth- 
er conglomerates  coming  up,  and 
that's  when  you  got  the  Mickey  Mouse 
bookkeeping  the  conglomerates  were 
accused  of. 

You  think  that  bookkeeping  is  the^ 
heart  of  most  of  the  conglomerates' 
problems? 

The  conglomerates  did  not  invent 
bookkeeping.  This  was  done  bv  the 
little  shiny-pants  accountants  who,  in 
1950,  came  out  with  whatever  the 
rule  was  that  created  pooling  before 
people  ever  heard  the  word  conglom- 
erate. If  you  use  cash,  it  falls  in  a 
square  like  this.  If  you  do  it  other- 
wise, it  falls  in  a  square  like  this.  All 
the  businessman  did  was  follow  the 
rules.  The  problem  was,  you  get  a 
high-priced  security  v/ith  maybe  $1 
book  and  40  multiple  and  pool  it  with 
an  undervalued  stock,  and  all  sorts  of 
crazy  things  happen  on  an  account- 
ing basis.  Litton  used  the  pooling  con- 
cept most  because  they  had  a  high 
price  multiple  for  buying  things  with 
a  low  price  multiple. 

But  that  isn't  what  landed  L-T-V 
in  trouble? 

No,  L-T-V  generally  used  cash.  So, 
for  what  it's  worth,  there  was  very 
little  pooling  involved  in  the  growth 
of  L-T-V.  We  never  made  a  single  ac- 
quisition where  bookkeeping  was  im- 
portant—either to  persuade  us  to  do  it 
or  not  to.  We  did  not  use  high-price 
paper.  We  didn't  have  it. 

How  successful  were  you? 

That  question  is  terribly  debatable. 
We  were  a  very  small  electronics  com- 
pany originally.  The  acquisition  of  the 
Chance  Vought  company  made  us  a 
better  defense  contractor,  and  we 
grew  in  that  business.  But  it  was  not 
our  long-range  objective  that  we  be 
completely  subservient  to  internation- 
al politics  and  to  the  whims  of  the 
Defense  Department. 

So  what  did  the  diversification 
accomplish? 

I  think  diversification  added  assets, 
added  earning  power,  and  I  think 
perhaps  created  the  Game:  the  Game 
of  Building.  Remember,  L-T-V  made 
only  four  or  five  major  acquisitions- 
Chance   Vought,    Okoi.ife,   Wilson   & 


Co.,  Greatamerica  and  Jones  & 
Laughlin.  Four  were  extraordinarily 
good.  And  then  there  was  the  fa- 
mous fifth. 

The  steel  company,  which  I  think 
has  been  our  major  problem,  defied 
the  law  of  averages.  For  the  last  20 
years,  they've  had  earnings  every 
year,  and  in  the  last  ten  years  in  par- 
ticular they  had  average  earnings  of 
$40  million  a  year.  But  coincidental 
with  our  purchase  of  control,  they 
lost  their  profitable  postme.  All  of  a 
sudden.  After  all  those  years  of  being 
profitable.  Not  a  slow  deterioration, 
but  just  pure  black,  pure  white,  one 
day  to  the  next. 

Hoio  could  that  happen?  Are  you 
saying  you  can't  really  evaluate  a 
company  from  the  outside? 

There's  no  way  to  properly  evaluate 
a  company  with  the  material  fur- 
nished to  the  public.  Often  there  are 
a  lot  of  problems  that  don't  come  out 


A  lot  of  fine  companies 
came  out  of  this  hot  flash, 

a  lot  of  companies 
went  belly  up.       — Jim  Ling 


until  the  time  that  a  new  management 
takes  over. 

And  that  is  the  source  of  L-T-V's 
problems— ]&L's  unexpected  losses? 

We're  fighting  a  problem  as  a  re- 
sult of  the  Justice  Department.  We're 
fighting  the  financial  problem  which 
is  the  result  of  not  being  able  to  do 
certain  things  back  when  we  could 
have  done  them:  when  the  prime  in- 
terest rate  was  6}*%,  when  the  bond 
market  .  .  .  and  so  forth. 

But  didn't  you  know  you'd  be  vul- 
nerable to  antitrust  action? 

We  felt  there  was  no  way  Justice 
could  bring  a  lawsuit.  We  had  legal 
opinions,  there  was  no  way,  none. 
But  they  did.  Under  the  new  Admin- 
istration, they  brought  it  so  fast  and 
so  quick— and  yet  they've  let  other 
mergers  go  through  since  then  with- 
out challenge.  After  the  Justice  De- 
partment had  looked  into  this  for 
nearly  a  year  without  bringing  a  law- 
suit, how  could  Mr.  McLaren  [the 
head  of  the  Antitrust  Division]  come 
up  with  a  lawsuit  within  three  weeks 
after  he  got  into  office? 

What  about  conglomerate  studies? 

We  thought  the  two  conglomerate 


reports  put  out  by  both  the  Nixon 
and  Johnson  Administrations  con- 
curred: Watch  out  for  the  oligarchies, 
primarily,  the  concentrated  industries, 
those  are  the  ones.  In  fact,  they  en- 
couraged companies  like  L-T-V  to  take 
a  foothold  in  these  areas.  So  we  ac- 
quire'd  part  of  an  oligarchy,  a  very 
small  increment,  5%,  and  they  saw  fit 
to  bring  a  lawsuit. 

Why  was  the  lawsuit  so  damaging? 

It  jeopardized  our  ability  to  get 
financing.  As  part  of  our  refrmding 
program,  it  was  our  intention  to  sell  a 
portion  of  the  Jones  &  Laughlin  In- 
dustries' debentures  that  we  owned 
and  use  the  proceeds  to  repay  the 
short-term  bank  loans  we  incurred  in 
the  original  acquisition.  We  had  bor- 
rowed a  lot  of  money,  some  $235  mil- 
lion, and  were  well  on  the  way  to  pay- 
ing it  back.  We  issued  the  debentures 
(we  still  own  them,  8170  million 
worth).  We  intended  to  sell  them  just 
like  you  would  any  debenture  issue 
and  pay  the  banks  off  and  be  com- 
pletely clear.  Only  because  of  the 
lawsuit  we  couldn't  sell  them.  The 
lawsuit  was  absolutely  devastating  to 
the  financial  well-being  of  L-T-V.  We 
were  terribly  distressed  by  the  lack  of 
alacrity  on  the  part  of  the  Justice  De- 
partment to  bring  our  suit  to  trial.  We 
had  no  other  choice  but  to  seek  a 
settlement. 

How  badly  has  L-T-V  been  weak- 
ened by  selling  off  properties? 

That's  the  game  you  play.  I  re- 
gretted selling  off  Wilson  Sporting 
Goods  and  Wilson  Pharmaceuticals. 
That's  a  very  personal  thing  with  me. 
But  I  had  no  feeling  for  those  other 
companies  at  all.  I  considered  Wilson 
part  of  the  Ling  companies  as  I  didn't 
consider  the  insurance  company.  We 
are  just  the  reverse  of  a  lot  of  con- 
glomerates that  like  to  have  the  in- 
surance companies  for  the  assets  and 
the  banks  for  the  power.  I  don't  real- 
ly believe  you  make  money  with  pow- 
er through  the  reciprocity  routine.  I 
think  you  make  it  through  manufac- 
turing products.  I've  been  known  as 
a  financial  innovator,  but  I  know 
quite  a  bit  about  production  and  the 
motivation  of  people. 

Will  the  conglomerates  come  back? 

Are  you  kidding?  Another  genera- 
tion will  come  along,  and  sure.  A  lot 
of  fine  companies  came  out  of  this  hot 
flash,  a  lot  of  companies  went  bell\' 
up.  Circumstances  can  create  econom- 
ic factors  be\ond  your  control.  I  think 
the  current  market  situation  is  part  of 
the  learning  and  growing  curve.  ■ 
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We're  the  largest 
registered  multibank 
holding  company  in  the  world.  26 
banks.  643  offices.  And  a  solid  $10  bil- 
lion in  assets. 

But  our  $10  billion  isn't  the  end. 
It's  the  means. 


Our  real  strength  is  the  West. 
That's  where  our  future  is. 

Arizona,  California,  Colorado, 
Idaho,  Montana,  Nevada,  New  Mexico, 
Oregon,  Utah,  Washington  and  Wy- 
oming. They're  just  starting  to  build. 
And  we're  in  on  the  ground  floor. 


lAfestem  Bancorporation 

There's  more  to  it  than  $10  billion.   ■   There's  the  West. 

Main  Office:  600  S.  Spring  Street.  Los  Angeles.  California  90054  •  Arizona:  First  National  Bank  of  Arizona,  Southern  Arizona  Bank  and  Trust  Company 
California:  Uniled  California  Bank  •  Colorado:  The  American  National  Bank  of  Denver,  Continental  National  Sank,  The  First  National  Bank  in  Fort  Collins 
Idaho:  Bank. of  Idaho  •  Montana:  The  Conrad  National  Bank  of  Kahspell,  Bank  of  Glacier  County,  H.1ontana  Bank  •  Nevada:  Bank  of  Nevada,  First  National 
Bank  of  Nevada  •  flew  Mexico:  Bank  of  New  l^exico.  First  Slate  Bank  at  Gallup.  New  IVIexico  Bank  and  Trust  Company,  Roswell  State  Bank,  Santa  Fe  National 
Bank  •  Oregon:  First  National  Bank  of  Oregon  •  Utah:  Walker  Bank  &  Trust  Company  •  Washington:  Pacific  National  Bank  of  Washington  •  Wyoming:  First  National 
Bank  of  Casper,  The  First  National  Bank  of  Laramie,  i  he  F.rst  National  Bank  of  Riverton  •  International:  United  California  Bank  International,  New  York,  New 
York  .  United  California  Bank,  London,  England  •  Union  du  Credit  de  Bruxelles,  S.A.,  Belgium  •  Traded  on  the  New  York  Exchange  under  the  symbol  WBC. 
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y  Other  kind...true  for  56  consecutive  years 


This  year's  reason- 
Polyglas  tires 

..for  a  reprint  of  this  advertisement,  send  a 
postcard  to  Goodyear.  P.O.  Box  88.  Akron.  Ohio 
44309. 

Polyg!as-T.M.  The  Goodyear  Tire  &  Rubber 
Company.  Akron.  Ohio 
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The  Divided  Man 


A  time  to  creep, 


or 


a  time  to  leap? 


A  time  of  business  slowdown  is  a  time  of  opportunity,  a  time  when  the 
brilliant  and  the  bold  leap  ahead  of  timid  competitors.  It  is  a  time  to 
exercise  every  financial  resource  at  your  command,  a  time  to  talk  to 
C.I.T.  Corporation. 

Our  business  is  to  help  your  business  with  funds  for  productive  pur- 
poses, and  to  help  you  discover  your  untapped  cash-power.  We  havej 
been  doing  it  successfully  for  more  than  60  years,  through  an  excep4 
tionally  wide  range  of  financing  services  that  can  help  you  buy,  help  you 
operate,  and  help  you  market. 

Our  resources  are  great.  Our  service  is  fast.  Call  us. 
Or  write  H.  H.  Post,  Ass't  VR,  C.I.T.  Corporation, 
650  Madison  Avenue,  New  York,  New  York  10022.     CORPORATION 

Instalment  Purchasing  •  Equipment  and  Vehicle  Fleet  Leasing  •  Capital  Loans  •  Accounts 
Receivable  and  Inventory  Financing    •    Factoring    •    Sale  and  Leaseback    •    Rediscounting 

8S80  •  Cleveland,  Ohio  (216)  696-0900  •  Dallas.  Tex. 

ksonville.  Fla.  (904)  398-4594  •  Kansas  City.  Mo.  (816) 

neapolis.  Minn.  (612)  920-8490  •  New  Orleans.  La. 

Phoenix.  Ariz  (602)264-5321  •  Pittsburgh.  Pa.  (41^ 

Wash.  (206)624-6700  .  St.  Louis.  Mo.  (314)436-41M 


Aerospace  and  Defense 


"The  roller  coaster  will 

rise  again, "  says  one  aerospace  man, 

and  he's  probably  right. 


"One  of  the  big  things  that  happened 
to  us  for  the  good  in  1970  was  that 
nothing  very  bad  happened.  That 
kind  of  set  us  apart." 

That's  how  a  McDonnell  Douglas 
vice  president  describes  a  merely  bad 
year  in  an  industry  accustomed  to  its 
share  of  bad  years.  For  investors,  it 
hasn't  been  simply  bad,  it  has  been  a 
disaster.  Boeing,  which  peaked  at  112 
in  1967,  fell  to  12,  an  11-year  low. 
McDonnell  Douglas,  which  hit  a  high 
of  59  in  1968,  fell  to  13,  a  six-year 
low.  North  American  Rockwell,  which 
hit  51  in  1962,  fell  to  15,  a  13-year 
low.  Lockheed,  which  peaked  at  73 
in  1967,  fell  to  7,  an  18-year  low. 

Most  of  the  numbers  themselves 
weren't  all  that  horrendous:  Military 
aerospace  spending  was  down  to 
$14.6  billion  from  a  $16.6-billion  high 


in  1968;  space  spending  was  down  to 
$3.4  billion  from  a  high  of  $5  billion 
in  1966;  commercial  aviation  was 
down  to  $3.4  billion  from  $3.7  billion 
in  1968;  and  general  aviation  spend- 
ing was  down  to  an  estimated  $300 
million  from  $584  million  in  1969. 

What  was  horrendous  was  the 
trend.  Many  aerospace  managements 
had  been  counting  on  continued 
growth  on  the  scale  of  the  Sixties 
when  aerospace  sales  doubled  from 
$16  billion  to  $30  billion.  The  com- 
panies geared  up  for  this  increased 
demand.  When,  instead,  revenues 
dropped  slightly,  they  were  stuck 
with  swollen  burdens  in  plant  and  de- 
velopment costs.  For  the  companies, 
such  as  Beech  and  Lockheed,  it  meant 
sudden  write-offs  that  sent  them  into 
deficit  quarters   during  the  last   two 


AEROSPACE  &  DEFENSE:  Yardsticks  of  Management  Performance 


1 

5-Y«*r 

PROFITABILITY 

Latest                        5 

GROWTH 

5-Year  Annual                                 5- Year  Ann 

Year  Return 

ual 

Return  on  Equity 

12-Month 

on 

ToUl  CapiUI 

Sales  Growth 

Earnings  Per  Share  Growth 

ik ^^ 

Return 

/* Rank \ 

/ Rank \ 

/< Rank ^ 

COMPANY 

Among  All 

In  This 

on  Equity 

Among  All 

In  This 

Among  All 

In  This 

Among  All 

In  This 

Companies 

Industry 

Percent 

Percent 

Companies 

Industiy 

Percent 

Companies 

Industry 

Percent 

Companies 

industry 

Percent 

Norris  Industries 

16 

1 

27.1 

15.5 

21 

1 

21.5 

40 

2 

27.1 

24 

2 

21.2 

Grumman 
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Teledyne 
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'Cessna  Aircraft 
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11 
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Rohr 
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16.1 
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12.6 

159 
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14.5 

97 

6 

11.8 

Raytheon 

174 
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15.1 
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12.9 
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15.9 

55 
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15.1 

Fairchild  Hiller 
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Northrop 
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10 
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220 
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McDonnell  Douglas 

238 
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13.7 
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10.3 
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16 
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16.4 
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10 
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10.6 

285 

13 
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12 
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Beech  Aircraft 
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General  Dynamics 
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11 
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North  Amer  Rockwell 
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Boeing 
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10 
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Industry  Medians 
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Note:  Explanation  of  Yardstick  calculations  on  page  70. 

def.-Deficit. 

P-D  Profit  to  deficit. 
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The, 
Lonely 
nvestor. 


We've  tried  to  do  something 
for  the  lonely  investor— the 
one  with  $25,000  or  more 
who  thinks  he  can't  get  the 
big  boys  to  talk  to  him.  (We're 
talking.  And  we've  got  an 
easy  way  to  take  the  loneli- 
ness out  of  investing.) 

For  accounts  of  $25,000  or 
more,  First  National  City  now 
offers  its  Investment  Selection 
Service.  First,  you  tell  us 
whether  your  objective  is 
long-range  growth  or  current 
income.  Then  we  tell  you  what 
stocks  you  ought  to  hold.  And 
we'll  suggest  changes  in  the 
future. 

So  why  feel  lonely?  Get 

more  information.  Send  the 

attached  coupon. 

INVESTMENT  SELECTION  SERVICE. 
FIRST  NATIONAL  CITY  BANK 


Member  Federal  Deposit  Insurance  Corporation 


Please  send  me  more  information 
about  Investment  Selection  Service. 
I  am  mainly  interested  in: 
(check  one)  □  long-term  growth 
or  Q]  current  income. 


Name. 
Street. 
City 


State. 


.Zip. 


Mail  this  coupon  to  Mr.  Robert  E. 
Ketcham,  First  National  City  Bank, 
399  Park  Ave.,  N.Y.,  N.Y.  10022.* 

='=Or  call  him  at  (212)  559-6009. 

F-3 


years  and,  in  the  case  of  Lockheed, 
raised  the  question  of  its  survival. 

Of  course,  in  the  aerospace /defense 
business  it  is  always  possible  to  find 
those  companies  that  defy  the  trend. 
Little  ($259-miIlion  sales)  Norris  In- 
dustries sports  the  best  record  in  two 
of  the  four  five-year  Yardsticks.  Had 
it  not  been  for  a  strike  earlier  this 
year  it  would  probably  have  had  the 
best  record  for  the  latest  12  months 
return  on  equity  as  well.  But  Norris 
Industries'  good  record  is  marred  by 
a  cloud  that  hangs  over  all  the  com- 
panies in  this  industry:  Nearly  half 
of  its  business  is  military  and  most 
of  this  is  bomb  and  shell  casings.  As 
Vietnam  winds  down,  Norris  Indus- 
tries' sales  will  be  under  pressure, 
which  explains  why  its  stock  is  selling 
for  a  bare  nine  times  earnings. 

But  this  is  the  way  it  is  in 
the  feast-or-famine  aerospace /defense 
business.  The  contracts  and  profits 
can  be  huge.  But  so  are  the  losses 
when  a  project  runs  into  problems  or 
a  big  contract  is  lost. 

Every  Liftle  Bit  Heips 

Faced  with  these  risks,  many  of  the 
aerospace  companies  are  taking  an- 
other look  at  theii-  old  strategies.  Rob- 
ert A.  Anderson,  president  of  $2.4- 
billion-sales  North  American  Rock- 
well, has  ordered  his  division  heads 
to  go  after  more  small  projects  and 
subcontracts.  "If  the  Government  is 
not  awarding  large  systems,"  says  An- 
derson, "why,  you're  going  to  have  to 
get  a  piece  of  the  smaller  systems.  I 
think  that's  an  approach  we  will  all 
have  to  take  in  order  to  survive  in 
these  hard  times." 

Then  there  is  diversification.  Tele- 
dyne,  Rohr,  Northrop  and  Raytheon, 
four  of  the  better  performers  over  the 
last  five  years,  are  nicely  diversified. 
Teledyne  gets  just  under  half  of  its 
$1.3  billion  in  sales  from  its  military 
operations  (notably  Ryan  Aeronauti- 
cal and  Continental  Motors)  and  the 
rest  from  100-plus  divisions.  Rohr 
( $288-million  sales)  is  a  major  pro- 
ducer of  jet  engine  housings  and  sys- 
tems. But  it  has  reduced  its  militaiy 
sales  to  only  23%  of  its  total.  Northrop 
( $627-million  sales)  is  both  a  prime 
contractor  (the  F-5  Freedom  Fighter 
and  the  T-38  jet  trainer)  and  a  major 
subcontiactor  (fuselage  sections  for 
Boeing's  747).  Yet  it  has  nearly 
achieved  a  50/50  balance  between  air- 
craft and  nonaircraft  sales  as  well  as 
between  military  and  commercial  sales. 
And  Raytheon,  diough  much  bigger 
($1.3-billion  sales),  has  reduced  its 
govermnental  sales  to  53%  of  its  total 
volume  scattered  over  a  dozen  major 
contracts,  none  of  which  dominates  the 
company. 

In  the  end,  things  ma\  not  be  quite 


as  dismal  as  they  now  look  for  some  of 
these  companies.  All  theii^  talk  of  ap- 
plying "systems"  knowhow  to  nonde- 
fense  problems  has  come  to  little,  but 
the  possibilities  remain.  The  coordi- 
nated planning  and  manufactur- 
ing that  has  put  men  on  the  moon  and 
can  hit  a  target  7,000  miles  away  with 
an  atomic  warhead  should  be  at  least 
iri  ■  part  transferable.  Housing  would 
be  one  possibility  (see  p.  119).  Mass 
transit  would  be  another.  So  far,  the 
only  sizable  commitments  have  been 
made  by  Rohr  with  its  $66.7-milhon 
San  Francisco  Bay  Area  Rapid  Tran- 
sit contract  and  United  Aircraft  with 
its  problem-plagued  multimillion-dol- 
lar TtirboTrain.  "I  remain  amazed 
how  few  companies  have  expressed 
an  interest  in  what  should  be  their 
natural  field  of  transportation  sys- 
tems," says  Roger  Smith,  an  aero- 
space analyst  at  Wood,  Struthers  & 
Winthrop.  "I  am  convinced  that  by 
1975  the  Department  of  Transporta- 
tion budget  will  be  between  $10  bil- 
Uon  and  $15  billion,  which  will  be 
larger  than  anything  NASA  ever  got." 

New  markets  are  largely  untapped. 
Of  more  immediate  concern  is  the  tra- 
ditional market,  mihtary  hardware.  A 
few  big  contracts  have  been  awarded 
(the  Navy  F-14  fighter  to  Grumman 
and  the  Air  Force  F-15  fighter  to 
McDonnell  Douglas),  which  could 
mean  future  billions  in  sales.  There 
are  others,  such  as  North  American 
Rockwell's  B-1  bomber,  which,  though 
less  firm,  could  be  important.  "De- 
fense spending  has  been  held  down  so 
tightly  over  the  last  several  years,"  says 
analyst  Gerald  Supple  of  Argus  Re- 
search, "that  at  some  point  we  are  go- 
ing to  have  to  begin  another  round  of 
heavy  military  spending.  Then,  the  in- 
dustry could  be  substantially  different 
from  what  it  is  today."  Not  all  the 
companies  will  Iiave  the  resources  and 
the  imagination  to  stay  the  course. 
Lockheed  ma\  not  be  among  the 
lucky  ones.  Still,  its  president,  A.  Carl 
Kotchian,  makes  sense  for  the  whole 
industry  when  he  says:  "The  roller 
coaster  will  rise  again." 

It  probably  will.  But  it  will  be  a 
long  time  before  the  public  and  in- 
vestors forget  1970.  The  fact  is  that 
aerospace/ defense  is  a  highly  risky 
business.  "The  big  factor,"  says  T.L. 
Phillips,  president  of  Raytheon,  "is 
how  many  problem  contracts  you 
might  happen  to  ha\e  at  any  given 
time,  relative  to  your  good  contracts. 
It  is  a  very  difficult  business  not  to 
get  in  trouble  some  times." 

The  evidence  is  that  the  risks  will 
increase  as  the  contracts  get  bigger 
and  the  weapons  systems  more  intri- 
cate. That's  why  many  believe  more 
defense  companies  should  use  their 
knowhow  to  move  into  other  markets. 
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The  Siren  Call  of  Housing 

Some  people  think  the  defense  industry's  future  lies  in  housing  people,  not  exterminating  them. 


Could  the  aerospace /defense  compa- 
nies make  a  big  splash  in  housing? 
R.  Buckminster  Fuller,  the  prophet 
and  inventor,  thinks  so.  He  predicts 
that  sometime  in  the  Seventies  aero- 
space companies  will  team  with  those 
who  understand  the  hotel  service 
business  to  form  new  building  compa- 
nies. He  adds  that,  in  due  course, 
those  new  companies  will  take  the 
place  of  today's  traditional  builders 
and  materials  suppliers  {see  Building 
Materials,  p.  73). 

That's  far-out  thinking— but  not  un- 
thinkable. For  aerospace  companies 
seem  to  have  the  engineering  and 
manufacturing  knowhow  required  to 
close  the  housing  gap.  And  housing 
could  be  the  new  huge  market  that 
the  depressed  aerospace  companies 
need.  Even  in  its  present  lackluster 
state,  housing  is  a  S30-billion  busi- 
ness, compared  with  only  $22  billion 
for  the  aerospace  industry. 


Someday,  says  Fuller,  "Entire  cities 
built  with  aerospace  technology  will 
be  assembled  in  a  day.  And  light- 
weight houses  will  be  flown  to  the 
tops  of  mountains— or  anywhere  else 
on  earth.  People  will  be  free  to  live 
anywhere,  because  they  will  be  freed 
from  the  land." 

Cheering  Section 

Fuller  is  a  visionary,  of  course,  but 
some  hardheaded  experts  now  agree 
with  him  that  housing  is  a  logical 
field  for  the  aerospace  companies. 
Housing  &  Urban  Development  Sec- 
retary George  Romney  has  said  that 
the  aerospace  companies  can  have  a 
big  future  in  housing.  William  Snaith, 
a  New  York-based  consultant  to  both 
aerospace  and  housing  companies, 
agrees.  "With  enough  pressure  from 
the  Government,"  he  says,  "aerospace 
could  have  a  big  stake  in  housing." 

Aerospace  already  seems  to  have  a 


toehold.  The  head  of  HUD's  Opera- 
tion Breakthrough  building  program 
is  a  former  NASA  official,  and  no  few- 
er than  six  of  the  original  22  Break- 
througli  winners  are  aerospace/de- 
fense oriented:  Ball  Brothers  Research 
(photo  below,  lower  left),  Boeing, 
General  Electric  (photo,  upper  left), 
Grumman,  Rohr  and  TRW.  And 
there  are  other  companies  with  large 
defense  operations  that  are  also  step- 
ping into  the  housing  business:  West- 
inghouse  (photo,  upper  right),  Her- 
cules (photo,  center)  and  Avco  (pho- 
to, lower  right). 

Most  of  the  aerospace /defense  com- 
panies have  taken  a  cautious  attitude 
about  housing.  This  is  understand- 
able, for  housing's  massive  problems 
go  far  beyond  mere  technology.  Yet 
when  these  problems  are  solved,  the 
not-so-cautious  companies  will  stand 
the  best  chance  of  tapping  the  profits 
in  housing.  ■ 


Industrial  Equipment 


Ttiese  homely 

companies 

are  beginning 

to  blossom  a  bit 


Remember  the  ugly  duckling  in  the 
Hans  Christian  Andersen  fairy  tale? 
The  industrial  equipment  industry  is 
somewhat  like  that  dowdy  duck.  It 
makes  important  items  like  machine 
tools,  boilers,  pumps,  rail  equipment 
and  abrasives  But  its  more  glamorous 
customers  in  the  oil,  metals,  electron- 
ics and  auto  industries  get  Wall 
Street's  eye.  Atter  all,  who  e.xpects  an 
industry  with  firms  like  Harsco  Corp. 
—once  known  as  a  reclaimer  of  metal 
from  slag— to  go  anywhere? 

Metamorphosis? 

Remember  also  that  the  ugly  duck- 
ling eventually  turned  into  a  swan.  Is 
industrial  equipment  about  to  under- 
go such  a  metamorphosis?  You 
wouldn't  think  so  from  the  stock  mar- 
ket. Equipment  company  stocks  re- 
main depressed.  Price/ earnings  ratios 
run  in  the  uninspiring  range  of  ten 
to  15.  Profit  margins  are  pinched. 
And  capital  goods  orders  in  fields 
such  as  machinery,  airlines  and  rails 
are  slack.  Yet,  despite  their  problems, 
many  industrial  equipment  companies 
are  changing  their  corporate  feathers 
and  may  even  turn  into  swans  yet. 


Printing-press  builder  Harris-Inter- 
type,  for  instance,  is  also  becoming  an 
important  maker  of  electronics  equip- 
ment' because  of  its  interest  in  mod- 
ern printing  processes.  Even  Harsco 
counts  85%  of  its  sales  today  outside 
the  metal  reclaiming  field,  the  result 
of  more  than  a  dozen  diverse  acquisi- 
tions. And  Illinois-headquartered  Sund- 
strand  Corp.,  originally  an  old-line 
builder  of  machine  tools,  has  long 
since  turned  toward  the  building  of 
other  products  such  as  jet  engine 
starters  and  accessory  power  units  for 
missiles.  Largely  as  the  result  of  such 
new  lines,  though  also  aided  by  a 
number  of  acquisitions,  Sundstrand 
demonstrates  a  five-year  sales  growth 
of  21.8%  on  the  Forbes  Yardsticks. 

"When  you're  in  such  a  cyclical 
business  as  capital  goods,  you  must 
find  a  way  of  protecting  against  the 
down  cycle,"  explains  Samuel  B.  Ca- 
sey Jr.,  43,  the  new  president  of  Pull- 
man, Inc.  Casey  headed  a  big  Pitts- 
burgh construction  firm  before  taking 
the  Pullman  post.  With  capital  spend- 
ing for  railroad  equipment  down  14%, 
he's  pushing  Pullman  even  more 
heavily    into    the    construction    field. 
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Industry 

Percent 

Companies    Industry 

Percent 

Companies 

Industry 

Percent 

Fluor 

36 

1 

23.1 

13.6 

48 

3 

17.1 

62 

4 

21.0 

75 

2 

13.2 

Wallace-Murray 

37 

2 

23.1 

12.2 

300 

25 

9.6 

199 

12 

12.9 

486 

35 

—3.2 

Williams  Brothers 

53 

3 

20.4 

17.9 

135 

8 

12.8 

255 

20 

11.1 

61 

1 

144 

Pacific  Car  &  Fdry 

67 

4 

20.1 

15.0 

42 

2 

18.2 

297 

27 

10.0 

324 

21 

3.4 

Tecumseh  Products 

.      73 

5 

19.6 

18.9 

1       29 

1 

19.6 

281 

25 

10.4 

92 

4 

12.2 

Ingersoll-Rand 

'^r. 

6 

19.1 

16.4 

55 

4 

16.6 

213 

15 

12.3 

289 

19 

4.4 

Halliburton 

ii;i 

7 

18.0 

15.7 

70 

5 

15.4 

234 

18 

11.7 

189 

13 

7.7 

J  Ray  McDermott 

128 

8 

16.8 

8.5 

117 

7 

13.4 

148 

11 

15.1 

456 

31 

—1.4 

Harsco 

152 

9 

16.0 

13.6 

73 

6 

15.1 

276 

24 

10.4 

371 

26 

2.0 

Dayco 

IM 

10 

15.9 

15.5 

284 

23 

9.9 

38 

1 

28.7 

182 

12 

7.9 

Dresser  Industries 

174 

11 

15.1 

13.0 

139 

9 

12.6 

98 

7 

17.5 

175 

11 

8.0 

Eagle-Plcher 

Ui 

12 

14.6 

14.2 

242 

20 

10.7 

371 

31 

8.5 

101 

5 

11.7 

Harris-lntertype 

9  1  n 

'  ' 

^U 

13.3 

179 

13 

11.9 

63 

5 

20.9 

146 

9 

9.6 

Combustion  Engine 

i.9 

13.5 

157 

11 

12.2 

111 

8 

16.7 

141 

8 

9.9 

Sundstrand 

0--1, . 

--• 

.2 

7.8 

162 

12 

12.2 

57 

2 

21.8 

210 

16 

7.0 

Cincinnati  Milacron 

1    234 

16 

13.8 

7.8 

222 

18 

11.0 

479 

36 

6.6 

446 

30 

—1.1 

Ex-Cell-0 

•    236 

17 

13.8 

10.6 

183 

14 

11.6 

237 

19 

11.5 

434 

29 

-0.6 

Trane 

i    249 

18 

13.5 

15.2 

214 

16 

11.1 

357 

28 

8.9 

173 

10 

8.2 

ACF  Industries 

262 

19 

13.1 

11.3 

373 

30 

8.3 

640 

44 

1.4 

468 

34 

—2.3 

Schlumberger 

267 

20 

13.1 

14.0 

142 

10 

12.5 

499 

39 

6.1 

84 

3 

12.6 

Rockwell  Mfg 

280 

21 

12.9 

11.1 

239 

19 

10.7 

375 

33 

8.4 

458 

32 

—1.6 

Emhart 

287 

22 

12.8 

11.3 

'     220 

17 

11.0 

540 

41 

5.3 

358 

22 

2.2 

ELTRA 

1    298 

23 

12.6 

10.8 

211 

15 

11.2 

358 

29 

8.8 

199 

14 

7.2 

GenI  American  Trans 

341 

24 

11.9 

11.7 

,     530 

1 

39 

SJO 

651 

46 

—1.0 

368 

24 

2Xi 

Note:  Explanation  of  Yardstick  calculations  on  | 

)age  70.        t 

rhree-year  average         "Not  available: 

not  ranked.        def. 

-Deficit. 

DP  Defic 

t  to  profit. 

P-O  Profit  to  deficit. 

120 


FORBES.    .lANUARY    1,    1971 


And  he's  started  oH  b\-  spending  o\  er 
S5  million  to  move  Pullman's  M.W. 
Kellogg  di\ision,  a  builder  of  petro- 
chemical plants  and  oil  refineries,  out 
of  Manhattan  to  Houston,  Tex  "I 
think  ue  vvill  be  a  lot  more  produc- 
tive dowTi  there,"  Casey  sa\s.  Kellogg 
also  ouTis  one-third  of  a  French  con- 
struction firm,  and  counts  on  that  and 
international  truck  trailer  operation^ 
to  gather  more  dollars  o\  erseas. 

Pullman,  once  known  for  just  its 
sleeping  cars,  e.xpects  to  take  ad\aii 
tage  of  heavy  capital  spending 
planned  worldwide  by  the  oil  indus- 
try. But  it  will  find  plenty  of  com- 
petition from  construction  firms  like 
Fluor,  Halliburton  Co.  and  J.  Ray  Mc- 
Dermott,  which  have  highly  devel- 
oped e.\pertise  in  the  oil  industry. 
Such  specialists  can  show  new  colors, 
too.  Even  a  Sl-billion-a-\ear  building 
firm  like  Halliburton  is  diversifying  by 
moving  into  areas  such  as  insurance, 
piping  and  e.xplosives. 

The  flight  to  diversity  has  included 
markets  as  well  as  products.  This 
has  brought  a  new  sheen  to  compa- 
nies regarded  as  lackluster  only  a  few 
years  ago.  Compressor  maker  Inger- 
soll-Rand,  for  instance,  now  picks  up 
over  3(yi  of  its  sales  overseas  com- 
pared with  a  trickle  three  years  ago. 


Overseas  markets  offer  vast  oppor- 
tunities to  smart  companies  in  indus- 
trial equipment.  The  markets  are  grow- 
ing faster,  and  U.S.  technology  gives 
them  a  decided  edge  against  local 
competition.  Norton  Co.,  the  biggest 
producer  of  abrasive  products,  this 
year  picked  up  a  major  piece  of  other 
abrasive  makers  in  France,  India, 
Britam  and  Japan.  Foreign  sales  now 
are  35'?  of  its  S350  million  in  annual 
revenue.  Combustion  Engineering  al- 
so now  counts  30%  of  its  income  from 
such  items  as  oil-processing  equip- 
ment for  the  Middle  East  and  glass 
for  Volkswagens.  "These  overseas 
sales  help  CE  ride  out  short-term  dips 
in  our  own  economy,"  says  President 
Arthur  J,  Santry. 

The  country's  largest  machine  tool 
builder,  Cincinnati  Milacron  (which 
tried  image-brushing  last  year  by 
changing  its  name  from  Cincinnati 
Milling)  has  launched  a  serious  at- 
tack on  the  maclune  tool  business  in 
Europe.  The  volume  for  tools  there 
is  twice  that  of  the  U.S.,  and  down  cy- 
cles tend  to  run  opposite  to  ours.  "We 
plan  to  be  No.  One  in  Europe  too," 
says  James  A.D.  Geier,  the  company's 
44-year-oId  president. 

Cincinnati  also  plopped  itself  right 
down  among  the  glamour  companies 


last  year  by  entering  the  minicomput- 
er field  with  two  models.  The  idea  is 
to  eventually  let  the  computers  i-un  a 
plant  full  of  machines.  That's  the  next 
development  after  tape-run  or  nu- 
merically controlled  machine  tools, 
which  have  been  on  the  market  for 
the  last  decade.  The  effort  ahead  in- 
volves systems  technology  and  calls 
for  wading  into  some  marketing  pontls 
where  big  swans  like  General  Electric 
have  been  floating  for  some  time. 

Good  &et 

But  Cincinnati,  Sundstrand  and  Ex- 
Cell-O,  all  placing  a  big  investment 
in  computer-control  R&D,  feel  it  is 
worth  the  gamble.  For,  in  effect,  this 
industry's  biggest  competitor  is  labor. 
If  a  company  can  do  a  job  cheaper 
with  manual  labor  than  with  a  ma- 
chine, that  means  no  sales  for  the  in- 
dustrial equipment  company.  But  re- 
cent settlements  have  been  forcing 
wages  up  at  the  rate  of  some  10.3%  a 
year,  an  invitation  to  management  to 
substitute  equipment  for  men. 

It  may  be  long  before  the  indus- 
trial equipment  companies  become 
swans.  But  at  least  there  are  signs 
that  they  won't  be  ugly  ducklings  any- 
more. And  in  time,  Wall  Street  may 
even  come  to  love  them  a  little. 
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Joy  Manufacturing 

346 

25 

11.8 

12.3 

245 

21 

10.6 

223 

16 

12.0 

363 

23 

2.1 

Koehring 

347 

26 

11.8 

7.5. 

299 

24 

9.7 

274 

23 

10.5 

579 

40 

—12.5 

Carrier 

363 

27 

11.5 

10.3 

325 

27 

9.1 

268 

22 

10.6 

258 

17 

5.4 

Universal  Oil 

365 

28 

11.5 

6.9 

329 

28 

9.0 

59 

3 

21.5 

521 

38 

—6.1 

Air  Products  &  Chem 

384 

29 

11.2 

11.1 

508 

38 

6.3 

138 

10 

15.6 

127 

6 

10.3 

Chi  Bridge  &  Iron 

396 

30 

10.9 

7.9 

267 

22 

102 

212 

14 

12.3 

418 

28 

0.1 

Carborundum 

417 

31 

10.4 

9.5 

339 

29 

8.9 

372 

32 

8.5 

368 

24 

2.0 

Stanley  Works 

465 

32 

9.6 

9.9 

378 

31 

8.2 

495 

38 

6.2 

203 

15 

7.2 

.Amsted  Industries 

473 

33 

9.5 

6.4 

308 

26 

9.5 

417 

35 

7.7 

534 

39 

—7.4 

Pullman 

481 

34 

9.3 

7.5 

389 

32 

8J0 

630 

43 

2.1 

497 

36 

—4.2 

Dravo 

485 

35 

9.2 

6.2 

412 

35 

7.6 

488 

37 

6.4 

390 

27 

1.2 

Del  E  Webb 

505 

36 

8.9 

10.2 

592 

42 

4.7 

125 

9 

16.2 

DP 

Foster  Wheeler 

518 

37 

8.8 

8.6 

406 

33 

7.8 

384 

34 

8.2 

138 

7 

9.9 

Babcock  &  Wilcox 

547 

38 

8.0 

2.9 

408 

34 

7.7 

294 

26 

10.0 

603 

44 

—23.0 

Norton 

554 

39 

7.7 

6.8 

444 

37 

7.2 

507 

40 

5.9 

506 

37 

-4.8 

USM 

560 

40 

7.5 

6.4 

441 

36 

7.2 

227 

17 

11.9 

464 

33 

—1.8 

Crane 

567 

41 

7.3 

6.6 

534 

40 

6.0 

208 

13 

12.4 

290 

20 

4.3 

Dillingham  Corp 

568 

42 

7.3t 

1.8 

569 

41 

5.3t 

69 

6 

19.9 

598 

42 

—20.4 

H  K  Porter 

606 

43 

5.1 

2.5 

596 

43 

4.5 

645 

45 

0.5 

597 

41 

—20.1 

Morrison-Knudsen 

622 

44 

4.5 

2.2 

597 

44 

4.5 

264 

21 

10.8 

600 

43 

—21.2 

CoK  Industries 

•• 

def. 

0» 

550 

42 

5.2 

614 

45 

P-D 

Ralph  M  Parsons 

•• 

20.8 

«« 

aa 

aa 

Sybron 

0* 

12.0 

a* 

363 

30 

8.8 

276 

18 

4.8 

Daniel  Construction 

•a 

8.3 

9* 

•  a 

aa 

Industry  Medians 

12.7 

10.7 

10.1 

10.5 

.1 

2.1 

Note:  Explanation  of  Yardstick  calci 

lations  on 

page  70,        tl 

rhree-year  average 

••Not 

available; 

not  ranked. 

def.- 

-Deficit. 

D-P  Deficit  to  profit. 

P-D  Profit  to  Deficit. 
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"When  you 
pay  too  little  you 
ometimes  lose  every-^ 
thing, because  the  thing] 
you  bought  is  incapable^ 
pf  doing  the  thing  you 
bought  it  to  do. 
John  Ruskin 


Quality  control  —  100%  inspection  —  are 
standard  practices  at  Young.  We  build  an 
extra  margin  of  quality  into  our  products 
to  protect  our  customers.  We're  not  often 
the  low  bidder  —  but  when  your  reputation 
rides  on  performance,  Young  is  your  as- 
surance of  flawless  performance! 


YOUNG  RADIATOR  COMPANY 

General  Offices:  Racine.  Wisconsin  53403 
Radiators     •     Heat  Exchangers     •     Oil  Coolers 


Rides  dry  even  at  high  speeds  m 
heavy  seas.  The  molded  flare  of 
the  Hatteras  hull  throws  water 
off  in  a  low  flat  arc.  Write  for 
the  name  of  nearest  dealer.  For 
portfoUo  of  color  Uterature,  en- 
close $1.00.  Send  to  2589  Kivett 
Drive,  High  Point,  N.  C.  27261 


^ 


Hatteras  Yacht  Division 

North  American  Rockwell 


The  Cycle  That  Didn't 

The  cyclical  industrial  equipment  industry 
has  turned  out  to  be  not  all  that  cyclical. 


What  businessmen  plan  to  spend  for 
modernizing  their  productive  hard- 
ware would  seem  a  simple,  even  dvdl, 
economic  indicator.  When  a  firm  op- 
erates at  capacity  and  times  look 
bright,  the  conventional  wisdom  is  to 
spend  heavily  for  new  plant  and 
equipment.  When  factories  are  idling 
and  the  economic  outlook  is  uncer- 
tain, bets  are  hedged  by  slicing  back 
capital  spending.  The  theory  is  one 
reason  why  investors  don't  love  indus- 
trial equipment  companies. 

But  in  the  last  few  years,  capital 
spending  has  turned  out  to  be  an  im- 
predictable  maverick.  Take  this  anom- 
aly. The  use  made  of  the  nation's 
plant  and  equipment  capacity  began 
dropping  in  1966  from  a  peak  of  91%, 
veered  on  down  to  82%  in  1969  and 
hit  75%  last  year.  In  theory,  following 
a  normal  cycle,  capital  spending 
should  have  declined  as  surplus  ca- 
pacity rose.  Spending  did  drop  for  a 
while  {see  chart),  an  apparent  efiFect 
of  the  credit  crunch  of  1966.  But  then 
it  turned  around  dramatically  in  1967 
and  has  been  pushing  upward  ever 
since.  Outlays  cUmbed  from  $61  bil- 
hon  in  1966  to  an  estimated  $80.6 
bilhon  last  vear.  In  the  lean  vears  of 
1969  and  1970,  it  rose  11.5%  and  6.5%. 

Why  weren't  expenditures  cut  back? 
Corporate  managers  were  overcome 
by  inflationary  psychology,  says 
George  Jaszi,  director  of  the  Com- 
merce Department's  Office  of  Busi- 
ness Economics,  which  surveys  capi- 
tal spending.  "There  was  that  boom 
feeling,"  Jaszi  says,  "and  managers  ex- 
pected equipment  prices  would  go  on 
rising,  so  they  bought  now.  High  in- 
terest rates  didn't  deter  them  either. 
And  I  don't  think  they  really  beHeved 
the  Administration  was  serious  about 
slowing  down  the  economy." 

The  Administration  was  serious,  of 
course.  And  one  aim  of  a  drum-tight 
monetary  policy  was  to  cool  capital 
spending  and  thereby  help  cool  the 
inflation.  But  the  capital  spenders 
were  slow  to  slow  their  pace.  And 
some  critics  of  the  Administration's 
economic  policy  befieve  the  effect  has 
been  an  unhealthy  one.  "I  think  busi- 
ness has  overbuilt  tremendously,"  says 
Loughlin  F.  McHugh,  senior  econo- 
mist for  the  Congressional  Joint  Eco- 
nomic Committee.  "It  will  take  a  long 
time  for  companies  to  get  the  excess 
capacit>'  out  of  their  systems." 

There  are  many  other  experts,  how- 
ever, who  feel  that  capital  spending 
\vill  continue  its  upward  spiral,  de- 
spite the  present  overcapacity.  Con- 


SURPRISE 

When  use  of  plant  declines, 
capital  spending  is  supposed  to 
fall.  In  early  1967  it  did  exactly 
that  (arrow  1).  But  since  late 
1967  capital  spending  has  con- 
tinued to  rise  (arrow  2).  Which 
is  bad  news  for  inflation  fight- 
ers, but  good  news  for  the  In- 
dustrial equipment  companies. 


PLANT  CAPACITY 
PERCENTAGE  OF  USE 


-60 


-50- 


CAPITAL  SPENDING 
BILLIONS  OF  DOLLARS 


J_L 


00 

cn 


o 


Source:  U.S.  Dept.  of  Comm.,  SEC 


sultants  Lionel  D.  Edie  say  such  fund- 
ing will  go  up  4%  to  6%  in  1971.  And 
the  National  Industrial  Conference 
Board  feels  it  detected  an  important 
8%  boost  in  capital  commitments  by 
the  nation's  1,000  largest  manufactur- 
ing firms  during  1970's  third  quarter. 
"These  oudays  aren't  felt  in  the  econ- 
omy until  about  six  months  later,  but 
they  should  provide  a  nice  extra  kick 
after  the  first  quarter,"  says  Martin 
Gainsbrugh,  who  is  chief  economist 
for  the  NICB. 

Considering  the  wildly  infladonary 
wage  contracts  either  negotiated  or  in 
process,  perhaps  this  isn't  so  surpris- 
ing. What  other  defense  does  business 
have  against  rising  runaway  labor 
costs  except  further  automation? 

Capital  spending,  therefore,  seems 
prepared— despite  low  plant  usage, 
sluggish  production  and  inflation— to 
cross  itself  up  again  and  reach  for  the 
sky.  It's  enough  to  give  a  traditional 
economist  high  blood  pressure.  But  it 
represents  good  medicine  for  the  in- 
dustrial equipment  industry.  ■ 
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He  still  works  an 

hour  for  an  hour^s  pay. 

He's  an  lowan. 


e's  the  kind  of  person  who  doesn't  have  to  be  told  what 
do  ...  or  watched  while  he's  doing  it.  He's  intelligent, 
ell-educated,  good  with  his  hands  .  .  .  many  like  him  have 
1  agricultural  background  and  are  used  to  working  with 
achinery.  And  for  the  past  25  years  he  and  thousands 
ce  him  have  moved  into  industrial  work.  They've  made 
'Wa  plants  among  the  most  efficient  in  the  nation  .  .  . 

arV  Mary.  Jr.,  Hayfield,  Iowa 


so  efficient  that  127  of  America's  top  500  companies  now 
operate  516  plants  in  Iowa.  For  information  on  Iowa's 
quality  work  force — workers  who  work — write  Iowa  Devel- 
opment Commission,  Dept. 
FB-1,  250  Jewett  Building, 
Des  Moines,  Iowa  50309.  Or 
phone  515-281-3251.  3   plaCC   tO  gfOW 


Slowa 


Distribution 


In  tile  iWass 

Consumption  Society, 

mass  distribution  is 

not  an  easy 

place  to  make 

money  unless 

you  have  flair. 


Said  Francis  C.  Rooney  Jr.,  presid 
of  Melville  Shoe:  "Nineteen-seve 
was  the  year  of  the  great  test  f^r  ( 
tributors."  Rooney's  Melville  pas 
the  test  with  flying  colors  and  rani 
ninth  in  five-year  return  on  eqi 
among  all  the  659  companies  cove 
in  this  Report.  Yet  as  a  retailer,  \ 
ville  gets  86%  of  its  sales  from  a  t 
oretically  dying  industry,  shoes,  wh 
foreign  competition  is  virulent.  Wh 
the  secret?  "We  don't  sell  shoes,"  R 
ney  says,  "we  sell  excitement.  It  re; 
doesn't  matter  what  industry  you 
in.  What  counts  is  how  you  relate 
the  customers  out  there." 

Fred  A.  Collins,  president  of  Spe 
&  Hutchinson,  agrees.  Says  the  h( 
of  the  company  whose  Green  Stan 
(Continued  on  page  129) 
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Lucky  Stores 

5 

1 

33.5 

28.1 

56 

4 

16.4 

37 

2 

29.5 

14 

2 

24.4 

E  F  MacDonald 

11 

2 

29.7 

13.0 

79 

5 

14.9 

116 

9 

16.5 

539 

27 

—7.8 

Sperry  &  Hutchinson 

19 

3 

26.5 

20.7 

10 

1 

24.8 

632 

32 

2.0 

142 

11 

9.7 

Pueblo  International 

23 

4 

25.1 

21.2 

33 

3 

18.8 

12 

1 

51.7 

35 

4 

18.3 

Fisher  Foods 

29 

5 

24.0 

20.2 

87 

6 

14.5 

39 

3 

28.5 

«9 

Cook  United 

46 

6 

22.1 

16.8 

112 

9 

13.5 

122 

10 

16.3 

100 

8 

11.8 

Winn-Dixie  Stores 

50 

7 

21.7 

20.3 

25 

2 

20.7 

318 

17 

9.6 

280 

18 

4.7 

Supermarkets  Genera 

59 

8 

20.8 

15.3 

151 

11 

12.4 

65 

5 

20.2 

133 

10 

10.1 

Southland  Corp 

99 

9 

18.1 

14.0 

275 

18 

10.1 

64 

4 

20.7 

51 

5 

15.8 

Albertson's 

120 

10 

17.1 

15.8 

92 

7 

14.0 

388 

21 

8.2 

340 

21 

2JJ 

Borman's 

147 

11 

16.1 

13.1 

99 

8 

13.8 

184 

12 

13.6 

455 

25 

—U 

Waldbaum 

169 

12 

15.2 

12.7 

224 

12 

11.0 

89 

6 

18.0 

74 

6 

13J 

Giant  Food 

196 

13 

14.6 

12.8 

261 

16 

10.3 

100 

7 

173 

87 

7 

12.4 

Safeway  Stores 

225 

14 

14.0 

13.8 

144 

10 

12.5 

363 

19 

8.8 

308 

19 

3.9 

Jewel  Companies 

230 

15 

13.8 

13.5 

315 

20 

9.3 

245 

13 

11.4 

221 

14 

6.7 

Fred  Meyer 

235 

16 

13.8 

12.8 

236 

14 

10.7 

273 

14 

10.5 

122 

9 

10.5 

J  Weingarten 

240 

17 

13.6 

7.8 

227 

13 

10.9 

298 

16 

9.9 

378 

23 

1.7 

Stop  &  Shop 

267 

18 

13.1 

10.4 

446 

23 

7.2 

294 

15 

10.0 

277 

17 

4.8 

Colonial  Stores 

279 

19 

12.9 

12.7 

267 

17 

10.2 

520 

26 

5.8 

261 

16 

5.4 

Kroger 

289 

20 

12.7 

13.1 

253 

15 

10.4 

420 

23 

7.7 

234 

15 

6J 

Grand  Union 

357 

21 

11.6 

11.7 

276 

19 

10.0 

398 

22 

8.1 

192 

13 

7.6 

Food  Fair  Stores 

452 

22 

9.7 

8.3 

466 

24 

6.8 

342 

18 

9.0 

344 

?? 

2.7 

InternatI  Basic  Econ 

476 

23 

9.4 

11.2 

405 

22 

7.8 

369 

20 

8.6 

34 

3 

18.4 

Great  At)  &  Pac  Tea 

530 

24 

8.4 

8.2 

384 

21      - 

8.2 

627 

31 

2.1 

410 

24 

0.3 

Thriftimart 

533 

2b 

8.4 

4.5 

491 

25 

6.5 

618 

30 

2.7 

584 

28 

-14.1 

National  Tea 

560 

26 

7.5 

6.3 

500 

26 

6.4 

522 

27 

5.7 

496 

26 

—4.2 

AlHed  Supermarkets 

584 

27 

6.5 

def. 

538 

28 

5.9 

105 

8 

16.9 

614 

30 

P-D 

Acme  Markets 

585 

28 

6.4 

7.4 

525 

27 

6.1 

443 

24 

7.3 

337 

20 

2.9 

Arden-Mayfair 

596 

29 

6.0 

2.3 

612 

30 

3.9 

585 

28 

4.5 

609 

29 

—30.7 

Penn  Fruit 

598 

30 

6.0 

7.3 

579 

29 

5.0 

178 

11 

13.8 

8 

1 

32.7 

Bohack 

•327 

3'. 

3.6 

6.4 

622 

31 

3.0 

493 

25 

63 

DP 

First  Natl  Stores 

1.6 

3.7 

628 

32 

1-6 

601 

29 

3.7 

170 

12 

8J 

Industry  Medians 

13.7 

12.8 

10.3 

9.8 

5.9 

Note:  Explanation  o(  Yardstick  calcu 

stions  on 

page  70. 

••Not  available 

not  ranked 

def  -D( 

jficit. 

DP  Deficit  to  profit. 

P-D  Profi 

to  deficit. 

. 
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When  you  lease 
trucks  from  Ryder 
we  handle  your  ^ 


lettering^  maintenance* 


safety  and  driver  training^ 

property  taxes^  Federal 

use  taxes^  fiiel  tax 
reporting,  insurance, 

road  service,  substitute 
vehicles,  and  all  the 
paper  work. 


^fira 


The  rest  you  handle. 


You  supply  the  driver.  Ryder  can  handle  everything  else.  That's  how  we  got  to  be  the  biggest  truck  renter/leaser  in  the  world. 

Write  O.H.  Bradbury,  Vice  President,  Sales,  Dept.  W-85,  Ryder  Truck  Rental,  \ i 

2701  South  Bayshore  Drive,  Mianii,  Florida  33133. 

I 

— Ryder  leases  new  Ford  and  other  fine  trucks.   ; 


Can  Americans  survi\ 


There's  one  major  problem  with  the  4-day  work  week — the  3-day  wee 

Too  many  of  us  throw  away  our  leisure  time,  simply  because  we't 
aware  of  all  the  things  we  could  be  doing.  We  spend  more  time  than  we' 
flat  on  our  backs,  watching  TV,  or  collapsed  on  a  hammock  in  the  back 

So,  if  the  4-day  week  comes,  Americans  will  have  to  look  hard  for  a  v\ 
fill  what  could  be  a  debilitating  3-day  vacuum.  And  American  indus 
have  a  chance  to  satisfy  an  enormously  expanded  leisure-time  market 

At  Olin,  we've  begun  to  work  on  this  in  two  ways.  One,  by  educa 
public  to  the  opportunities  for  fulfilling  non-work.Two,  by  providing  pre 
and  services  to  meet  leisure-time  needs. 

Our  educational  arm  is  Winchester®  Press,  one  of  the  few  pressesj 
world  devoted  exclusively  to  recreational  (principally  outdoor)  activiJ 
complement  this,  Olin  has  an  interest  in  Harbinger  Productions,  a  film 


3 


four-day  work  week? 

k^hich  will  do  the  same  job  as  our  press  in  the  audio- visual  field. 

to  products  and  services — our  subsidiary,  theOlin  Ski  Company,  manu- 

;s  quality  skis  in  Switzerland  and  the  U.S.  and  markets  them  interna- 

y — we  have  a  major  position  in  the  camping  equipment  field — we're 

the  leading  manufacturers  of  tents— we're  in  the  midst  of  expanding 

ester*  Adventures  into  a  total  sport  and  adventure  travel  service, which 

elude  camera  safaris,  river  running  expeditions,  skin  diving,  skiing 

ilderness  trips— and,  in  cooperation  with  Pan  Am,  and  other  organiza- 

A^e're  building  lo  safari  lodges  in  East  Africa. 

this  can  be  added  our  century-long  involvement  in  recreational  shoot- 

inting  and  game  conservation. 

short,  we're  oflF  to  a  good  start  in  a  burgeoning  field.  ,^^1  • 

if  the  4-day  work  week  ever  comes,  the  3-day  vacuum  won't.  ^^Illl 


The  way  TRWpumps  oil 
turns  Philadelphia  on. 


Arnold  Touch,  Sales  Manager  of  TRW  Controls  Corporation,  a  subsidiary  of  TRW  Inc. 


The  same  kind  of  TRW  automation 
system  used  in  Philadelphia  to 
control  power  and  help  prevent 
"brownouts"  also  controls  thou- 
sands of  wells  in  oil  fields  from 
Texas  to  Australia. 

To  the  drills,  pumps,  valves  and 
tools  TRW  supplies  to  the  world- 
wide petroleum  industry,  Arnold 
Tauch  and  his  associates  added 
high-reliability  electronic  systems 
and  computer  software.  Result: 
automated  oil  fields,  with  more 
efficient  production  and  up-to-the- 
minute  management  information. 


TRW  is  also  applying  its  technol- 
ogy to  control  almost  anything  that 
flows.  Cross-country  pipeUnes.  Gas 
distribution.  Chemicals.  City  water 
supplies  and  sanitation  systems. 
Environmental  monitoring  systems. 

And  this  is  only  one  example  of 
how  TRW  puts  ideas  to  work  in  new 
fields.  What  we  learn  from  designing 
and  building  communications 
satellites  or  preparing  computer 
software  programs  for  space 
missions,  we  use  to  solve  problems 
here  on  Earth.  Like  a  traffic  control 
system  study  for  downtown 


Houston.  And  a  charge  authoriza- 
tion system  for  Los  Angeles 
department  stores. 

This  knack  for  transferring 
technology  from  one  field  to  another 
is  helping  TRW  grow  in  worldwide 
electronics,  aerospace,  vehicle  com- 
ponents and  industrial  markets. 

For  a  new  look  at  TRW's  growth 
story,  write  Robert  A.  Newman, 
Director  of  Corporate  Relations, 
23555  Euclid  Avenue,  Cleveland, 
Ohio  44117. 


TRW  INC.— A  Dlyenlfifd  Technology  Company  Specializing  In  Products,  Systems,  and  Services /or  Worldwide  Markets. 


TRW 


(Continued  from  page  124) 
earned  record  profits  last  year,  reces- 
sion or  no:  "Great  distribution  com- 
panies like  Sears  or  J.C.  Penney,  which 
always  give  value,  represent  a  touch 
of  genius.  That  is  why  they  can  rare- 
ly be  copied." 

Which  companies  possess  that 
"touch  of  genius?"  Nineteen-sevent\' 
was  indeed  a  formidable  test.  To  con- 
trol inflationary  pressures,  the  U.S. 
Government  deUberately  cooled  con- 
sumer spending,  permitted  unemploy- 
ment to  reach  almost  6?.  Even  such 
top  retailers  as  Federated  Department 
Stores  and  Marcor  suffered  lower  earn- 
ings, and  Interstate  Department 
Stores    plunged    disappointingly    into 


the  red  for  the  year's  third  quarter. 

By  the  second  half  of  1970,  interest 
rates  and  taxes  had  eased  and  personal 
disposable  income  had  reached  a  new 
high.  But,  in  part  because  of  recession 
fears,  worried  consumers  pinched  their 
pennies  and  set  a  new  saving  rate  of 
7.6%.  That,  plus  the  flop  of  the  midi- 
skirt,  meant  a  bad  year  for  Associated 
Dry  Goods  (owner  of  New  York's 
fashionable  Lord  &  Taylor)  and  a  re- 
turn to  red  ink  for  City  Stores.  (With 
less  traflBc  in  the  women's  apparel 
shops,  that  meant  less  business  for  the 
other  stores,  too.) 

With  consumers  worried  about  the 
future,  the  Scrooge  in  them  rose  to 
make  Christmas,  when  many  retailers 


do  a  third  of  their  business,  the  least 
prosperous  since  the  1961  recession. 
It  was  particularly  hard  for  the  sellers 
of  big-ticket  goods  such  as  automo- 
biles and  appliances.  But  discounters, 
department  stores,  supermarkets,  all 
were  squeezed,  too.  They  found  them- 
selves hurt  by  the  costs  of  opening 
new  stores,  and  forced  to  close  old 
ones  as  fewer  customers  and  higher 
costs  kept  making  break-even  volumes 
tougher  to  reach.  For  example,  Zayre, 
a  supergrowth  discounter  of  the  Six- 
ties, had  a  return  on  equity  for  the 
latest  12  months  that  was  barely  half 
of  its  five-year  average  on  the  Forbes 
Yardsticks.  Because  of  high  leverage 
and   expansion   costs,    sharp   declines 


COMPANY 


GROWTH 


S-Yaar 
Rtlurn  on  Equity 

-Rank- 

Among  All     In  This 
Compjnits    Industry        Pwctnt 


Latest 
12-Month 

Return 
on  Equity 

Percent 


5-Year  Return 
on  Total  Capital 

-Rank- 


Among  All     In  This 
Companies   Industry 


Percent 


5-Year  Annual 
Sales  Growth 

-Rank- 


Among  All     In  This 
Companies   Industry 


Percent 


5- Year  Annual  ] 

Earnings  Per  Share  Growth    : 

Rank n 


Among  All     In  This 
Companies   Industry 


Percent 


Avon  Products 

1 

1 

41.8 

39.1 

1 

1 

38.1 

137 

10 

15.7 

64 

7 

14.0 

Rapid-American 

2 

2 

41.7 

24.9 

248 

17 

10.5 

33 

2 

31.0 

346 

19 

2.5 

Melville  Shoe 

9 

3 

31.8 

27.3 

14 

2 

22.5 

164 

12 

14.3 

38 

5 

17.9 

Tandy 

43 

4 

22J 

16.3 

67 

5 

15.7 

17 

1 

49.0 

11 

1 

28.6 

Zayre 

61 

5 

20.5 

11.5 

192 

14 

11.6 

73 

7 

19.5 

358 

20 

2.2 

J  C  Penney 

90 

6 

18.5 

16.3 

46 

3 

17.4 

233 

15 

11.7 

213 

12 

6.8 

Zaie 

112 

7 

17.7 

12.6 

58 

4 

16.4 

71 

6 

19.7 

79 

8 

13.0 

Edison  Bros  Stores 

115 

8 

17.4 

12.8 

127 

7 

12.9 

352 

23 

8.9 

238 

14 

6.1 

Household  Finance 

122 

9 

17.0 

15.2 

455 

30 

7.1 

47 

3 

23.3 

227 

13 

6.5 

Beneficial  Corp 

128 

10 

16.8 

14.1 

488 

33 

6.5 

569 

34 

4.8 

295 

15 

4.2 

WT  Grant 

149 

11 

16.1 

13.5 

155 

12 

12.3 

395 

25 

8.1 

322 

17 

3.5 

S  S  Kresge 

169 

12 

15.2 

15.9 

134 

9 

12.9 

51 

4 

22.7 

26 

3 

20.0 

Amer  Hospital  Supply 

184 

13 

14.8 

10.1 

104 

6 

13.7 

75 

8 

19.3 

46 

6 

16.1 

Thrifty  Drug 

191 

14 

14.7 

13.5 

151 

11 

12.4 

421 

28 

7.7 

327 

18 

3.3 

Sears,  Roebuck 

203 

15 

14.5 

13.0 

136 

10 

12.8 

416 

27 

7.7 

206 

11 

7.1 

Federated  Opt  Stores 

206 

16 

14.4 

11.9 

127 

7 

12.9 

384 

24 

8.2 

384 

23 

1.4 

Mercantile  Stores 

211 

17 

14.3 

14.5 

165 

13 

12.1 

348 

22 

9.0 

106 

9 

11.3 

Walgreen 

217 

18 

14.1 

10.1 

210 

15 

11.2 

259 

18 

11.0 

380 

21 

1.6 

Arlan's  Dept  Stores 

253 

19 

13.4 

def. 

293 

21 

9.8 

221 

13 

12.1 

614 

39 

P-D 

Genesco 

264 

20 

13.1 

8.0 

297 

22 

9.7 

235 

16 

11.6 

522 

32 

—6.1 

Interstate  Stores 

284 

21 

12.8 

7.2 

213 

16 

11.1 

287 

19 

10.2 

517 

30 

—6.0 

Associated  Dry  Goods 

298 

22 

12.6 

9.9 

278 

20 

10.0 

404 

26 

7.9 

383 

22 

1.5 

R  H  Macy 

312 

23 

12.4 

9.4 

438 

29 

7.3 

490 

29 

6.3 

299 

16 

4.0 

Gimbel  Brothers 

325 

24 

12.2 

7.8 

297 

22 

9.7 

560 

33 

4.9 

453 

28 

—1.3 

Vornado 

330 

25 

12.1 

8.0 

390 

25 

8.0 

147 

11 

15.2 

505 

29 

—4.8 

Broadway-Hale 

339 

26 

12.0 

10.6 

257 

18 

10.4 

52 

5 

22.7 

204 

10 

7.1 

Marshall  Field 

371 

27 

11.4 

9.2 

272 

19 

10.1 

553 

32 

5.1 

412 

24 

0.2 

Dayton  Hudson 

434 

28 

10.2 

6.3 

426 

28 

7.4 

334 

20 

9.2 

520 

31 

—6.1 

F  W  Woolworth 

457 

29 

9.7 

8.8 

388 

24 

8.1 

254 

17 

11.1 

424 

26 

—0.2 

Spartans  Industries 

479 

30 

93 

6.4 

422 

27 

7.5 

650 

39 

—0.9 

587 

37 

—14.5 

Gamble-Skogmo 

491 

31 

9.2 

8.8 

564 

34 

5.5 

106 

9 

16.8 

431 

27 

—0.5 

Carson  Pirie  Scott 

497 

32 

9.1 

5.5 

470 

31 

6.7 

497 

30 

6.2 

557 

35 

—9.2 

May  Dept  Stores 

520 

33 

8.8 

6.8 

487 

32 

6.6 

589 

36 

4.4 

545 

34 

—8.2 

Allied  Stores 

528 

34 

8.5 

5.6 

572 

35 

5.2 

577 

35 

4.7 

537 

33 

—7.6 

G  C  Murphy 

534 
582 

35 
36 

8.4 

7.6 

401 

26 

7.9 

509 

31 

5.9 

415 

25 

0.1 

Marcor 

6.5 

9.1 

613 

38 

3.9 

338 

21 

9.2 

28 

4 

19.4 

J  J  Newberry 

600 

37 

5.7    . 

2.0 

589 

36 

4.7 

606 

37 

3.3 

586 

36 

—14.3 

City  Stores 

610 

38 

5.0 

0.3 

599 

37 

4.4 

641 

38 

1.4 

612 

38 

—44.8 

Alexander's 

•  • 

14.3 

•• 

229 

14 

11.8 

13 

2 

25.1 

Industry  Medians 


13.3 


10.1 


10.1 


9.2 


2.2 


Note:  Explanation  of  Yardstick  calculations  on  page  70.        "Not  available;  not  ranked.        def. -Deficit.        P-D  Profit  to  deficit. 
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(UMITED  OFFER  -  FOR  THE  "OVER-50"  SET) 

bijoy  an  Arizona  Vaeafion  in  a 
lovely  Aparhnenf.     ^ 
atBeaiififiiL    ^ 

jSunCity 

Ameriea'a  Most  Famous  Resort-Retirement  Community 

Nowt'^FI'OR  ONE  WEEK! 

V     £  r%     OCT.  16  THROUGH  MAY  31 

only    g  fj  FOR  TWO  people 

Treat  yourself  to  a  fabulous  week  of  fun! 
Enjoy  a  King's  ransom  in  resort  facilities 
under  tlie  sunny  skies  of  scenic  Arizona. 

Introductory  Offer!  Sample  resort   f"'  '»-'|*  • 
living   at  its  finest  — set    the    c  X 

million-dollar  resort  facilities. 
Meet  the  warm  and  friendly 
Sun  Citizens  —  see  their  health- 
ful, happy  way  of  living.  How? 
Enjoy  a  wonderful  vacation  for 
two,  in  a  lovely,  furnished,  air- 
conditioned  apartment  —  only 
$75  for  one  week,  October  16 
through  May  31.  One  condition: 
you  or  your  companion  must 
be  50  or  over. 

Free  Guest  Activities  Card!  Your 
passport  to  pleasure  —  tennis, 
swimming,  shuffleboard,  lawn 
bowling,  bridge,  dancing,  arts 
and  craft  centers  —  yours  to 
enjoy  free!  Bask  in  the  warm 
sun  or  just  loaf.  Be  a  Sun  Citi- 
zen for  a  week.  Discover  what 
they  enjoy  ever>'  week,  for  only 
S2d  a  year. 

Play  Two  Golf  Games  Free!  Sun 
Citizens  enjoy  golf  the  year 
'round  on  five  beautiful  18-hole 
courses.  Two  free  games  are 
included  in  your  vacation  week 
—  one  per  person.  Sun  Citizens 
have  the  advantage,  though  — 
they  enjoy  remarkably  low 
annual  golf  rates,  and  they  can 
own  their  golf  carts,  tool 
Enjoy  a  Vacation  Paradise!  Sun  City,  in  Arizona  s 
famed  Valley  of  the  Sun,  13  miles  from  Phoenix. 
And  it's  an  easy  drive  to  the  Grand  Canyon, 
.Mexico,  Tombstone,  Tucson  and  allot  Arizona's 
fabulous  tourist  attractions. 
Act  Now  and  Avoid  Disappointment!  Reservations 
filled  on  a  "first  come,  first  served"  basis  so 
send  coupon,  today!  Enclose  deposit  in  full 
amount  (S75  Oct.  16  through  May  31,  $50  June 
1  through  Oct.  15),  or  send  for  reservation 
application  and  full  color  brochure.  Offer 
limited  to  availabilities.  No  reservations  con- 
firmed without  deposit  in  full  —  prompt  refund 
if  no  space. 


MML  THIS  COUPON  TODAY! 


DEL  WEBB  CORP.  Dcpt.  FO-11 

P.  0.  Boi  666.  Sun  City,  Arizona  8S3S1 


I 

I     I     I  Here's  my  check  for  f. 


apartment  for  two  in  Sun  City  for  7  days, 

to  begin  (date) . 

I  (Start  any  day  of  the  weeK.) 

I     rn  Send  complete  information  about  Sun  City. 


I 
I 

..  Reserve  an    | 

'  I 

I 


I      NAME 

ADDRESS. 
I     CITY 


-STATE- 


-ZIP- 


Q 


A  SuaSJO  AtY  Of 
DCL    E.  VVfBB     CCRPOflATION 


n 


in  recent   earnings   were   not  uncom- 
mon, especially  among  discounters. 

In  theory,  distribution  companies 
have  an  easy  environment.  The  same 
population  growth  that  terrifies  ecol- 
ogists  virtualK-  insures  a  steady  stream 
of  new  customers.  .\nd  there  is  no 
Mitsubishi     Department     Stores     or 


Mercedes  Markets  to  hit  them  the 
way  Toyota  and  Volkswagen  have 
hurt  the  U.S.  automobile  business. 

However,  the  very  expansionist 
habit  of  this  industry  creates  a  tough 
environment.  Instead  of  diversifying 
into  new  fields,  as  many  manufac- 
turers  do,   most   of   these   companies 


Chile  Con  Carrie  Ice  Cream 


Ix  DiSTRiBi'TioN'  it's  uot  the  medi- 
um but  the  method.  That's  why 
Good  Humor,  now  a  subsidiary  of 
Thomas  Lipton  &  Co..  racked  up 
record  profits  in  1970,  its  50th  year. 
This  largest  street  vendor  of  ice 
cream  prospered  in  spite  of  the  re- 
cession, in  spite  of  the  trend  away 
from  home  delivers  of  milk,  bread, 
dry  cleaning  and  even  diapers,  all 
of  whose  delivery  men  seem  to  be 
heading  the  way  of  the  iceman. 
The  white-coated,  always  cheerful 
Good  Humor  man  rings  a  bell 
which  rings  a  bell  in  the  hearts  of 
almost  every  American  \oungster. 
Even  if  mothers  have  ice  cream  in 
the  freezer,  children  feel  deprived 
if  they  can't  buy  a  Good  Humor 
from  their  friend.  Since  the  com- 
pany sells  100  different  Good  Hu- 
mor varieties,  children  can  be 
traded  up  from  a  1.5-cent  Jet  Star 
to  a  65-cent  Deluxe  Pint. 

The  company  began  in  1920  in 
the  back  room  of  a  confectionery 
merchant,  Harr>  Burt.  After  getting 
sticky  fingers  tasting  some  vanilla 
with  chocolate  coating,  his  little 
girl  complained,  "It's  messy."  Her 
brother  piped  up,  "Dad,  why  don't 
you  put  it  on  a  stick?" 

As  children  told  their  friends 
about  Burt's  new  ice  cream  on  a 
stick,  he  put  his  bobsled  bells  on  a 


white  refrigerated  truck  and  hired 
a  white-coated  salesman  to  cruise 
his  Youngstown,  Ohio  neighbor- 
hood. The  business  grew  steadily 
through  wars  and  depressions  and 
great  social  change.  In  1956  ad- 
vertising man  David  J.  Mahoney, 
now  chairman  of  \orton  Simon,  Inc., 
took  over.  On  the  surface,  things 
stayed  the  same:  white  trucks, 
white-coated  drivers  and  the  fa- 
miliar sound  of  the  bell.  But  Ma- 
honey increased  advertising,  went 
into  new  states  and  began  develop- 
ing a  steady  stream  of  new  prod- 
ucts. Today  the  compan\-  innovates 
so  quickly  that  a  mere  imitator 
couldn't  possibly  catch  up. 

It  has  introduced  over  3,000 
different  items  and  has  been  dar- 
ing enough  to  have  a  spectacular 
failure  that  only  an  imaginative, 
risk-taking  management  could  pro- 
duce: Chile  Con  Carne  Good  Hu- 
mor. As  able-bodied  drivers  got 
harder  to  keep.  Good  Humor 
turned  to  senior  citizens  and  college 
men  and  women.  A  new  ad  cam- 
paign telling  what  the  Good  Hu- 
mor man  does  in  winter  is  helping 
supermarket  freezer  sales. 

Moral:  The  most  successful  dis- 
tribution companies  are  built  on  a 
sound  concept  kept  ever  fresh.  Re- 
member that,  discounters. 
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keep  plouing  their  cash  flow  back  into 
more  stores.  (Marcor,  the  result  of  the 
merger  of  Container  Corp.  and  Mont- 
gomery" Ward,  remains  the  exception. ) 
The  result  is  one  of  the  country's  most 
competitive  industries— with  the  mar- 
ginal companies  struggling  to  stay  in 
the  black  in  a  year  like  1970. 

The  Champions 

For  the  good  companies  there  are 
good  profits,  even  in  a  bad  year.  Here 
are  some  of  the  top  performers.  The 
profitabihtN'  figures  refer  to  five-year 
average  return  on  equity: 

•  Avon  (41.8%)  has  found  a  way 
of  packaging  the  illusion  of  beauty 
and  youth  in  fancy  bottles  and  exot- 
ically  shaped  lipstick  cases.  A  sex 
change,  and  the  door-to-door  peddler 
—lineal  descendant  of  the  Colonial 
tinker— has  become  "The  Avon  Lady," 
respectable  and  glamorous.  Result: 
Avon  ranks  No.  One  among  all  com- 
panies (and  naturally  in  its  own  in- 
dustry as  well)  in  all  the  Profitability 
Yardstick  categories. 

•  American  Hospital  Supply  Corp. 
(14.8?)  has  products  just  like  many 
other  hospital  supply  companies.  But 
its  salesmen  are  unlike  many  other 
hospital  salesmen.  All  are  highly 
trained.  Some  20%  of  its  new  sales- 
men have  MBAs.  In  short,  American 
Hospital  Supply  really  doesn't  have 
branded  products  so  much  as  brand- 
ed salesmen. 

•  Kresge  (15.2%)  was  the  most 
profitable  of  the  104  distribution  com- 
panies to  show  a  higher  return  on 
equity  in  the  latest  12  months.  While 
numerous  discounters  are  suffering, 
Kresge 's  self-service  discount  K  marts 
have  continued  to  grow.  Why?  They 
have  a  nucleus  of  good  management 
coming  from  regular  Kresge  stores. 
Each  K  mart  is  identical.  That  means 

1 )  that  management  can  go  in  blind- 
folded and  open  up  a  new  one  and 

2)  that  a  consumer  who  moves  from 
Cleveland  to  Phoenix  still  feels  at 
home.  K  mart  managers  are  very  fussy 
about  details  hke  cleanliness  and  se- 
curity, and  all  K  mart  emplovees  have 
to  say  a  cheerful  thank  you.  In  sharp 
contrast,  Korvette's  (now  part  of 
Spartans  Industries)  doesn't  always 
sell  quality  merchandise  and  has  some 
employees  who  seem  to  take  pride 
in  putting  down  the  customers.  Con- 
traction, rather  than  expansion,  has 
been  its  recent  theme. 

•  Melville  (31.8%)  opened  up  350 
stores  last  year  and  will  open  up  an- 
other 300  this  year.  It  runs  seven  dif- 
ferent kinds  of  stores,  but  all  are  sim- 
ilar enough  so  that  management  can 
be  trained  in  any  one  of  them  and  be 
shifted  effectively  to  another.  Mel- 
ville's business  makes  sense  in  its  core, 
and  it  has  a  steady  supply  of  man- 


lb 


no 


We  have  enough 
for  evepybGdy 

No  need  to  locate  in  the  boondocks  just  to  get  the 
clean  air,  clean  water  and  open  spaces  you  want 
for  your  new  plant.  We  can  supply  all  you  can  use. 
And  keep  you  close  to  the  transportation  and 
trained  labor  supply  center  of  the  Upper  Midwest. 

Industrial  sites  for  light  and  heavy  industry  are 
now  ready . . .  with  city  water  and  sewer . . .  paved 
streets  ...  all  utilities  .  .  .  and  direct  access  to  2 
interstate  freeway  systems.  Also  complete  river 
terminal  sites  on  the  Mississippi  River  inland 
waterway  system  that  can  expand  your  distribu- 
tion capabilities. 

100%  financing  is  available  for  plant  and  facili- 
ties designed  to  your  specifications. 

Call  collect  or  write  to 
Mr.  Eugene  Kraut,  Assistant 
Executive  Vice  President,  or 
Mr.  Frank  Clawson,  Director 
of  Industrial  Development, 
Saint  Paul  Port  Authority, 
330  Minnesota  Building, 
Saint  Paul,  Minnesota  612/ 
224-5686. 


PORT  AUTHORITY 
CITY  OF  ST.  PAUL 
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BE  A  PART  OF  ELECTRONICS,  LEISURE, 
ENERGY  AND  AEROSPACE  MARKETS, 
AND  YOU'LL  BE  A  PART  OF  TOMORROW 


We  think  being  in  the  right  place 
at  the  right  time  is  one  of  the  keys 
to  corporate  growth.  But  we  don'1 
think  that  has  to  be  left  to  chance. 
That's  why  we're  in  the 
electronics  market.  With  every- 
thing from  electrical  steels  and  alloys,  to  Hall  effect  in- 
struments and  systems.  And  plenty  in  between. 

That's  why  we're  now  a  leisure  company,  with 
True  Temper  hobby  and  garden  tools,  and  sports    ; 
equipment.  And  with  Jacobsen  powered  lawn  and 
turf  care  equipment. 

It's  the  reason  we've  developed  a  better 
stainless  steel  condenser  tube  for  nuclear 
^^      power  plants... a  new  underground 
tel      cable  wrap... special  turbine  steels, 

"M  /l^fc^^      ^^^  ^  ^^^^  ^^  other 

products  for  the 
energy  industry. 


i 


In  the  last  few  years,  we 
have  diversified  to  such  an  extent 
that  we  have  reorganized  our  member 
companies  into  four  major  groups:  Steel-making  and 
Specialty  Metals;  Industrial  Products;  Magnetic  and 
Electronic  Materials,  and  Consumer  Products. 

When  tomorrow 
happens,  we'll  be  there 
waiting  for  it  in  all  the  right 
places.  Waiting  with  a  tightly- 
knit  group  of  companies- all  with  inter- 
related technologies,  all  growth  oriented. 
And,  for  us,  tomorrow  has  already  begun. 

Allegheny  Ludlum  Industries,  Inc., 
Dept.  B-5,  Oliver  Bldg.,  Pittsburgh,  Pa.  15222 


Member  companies:  Allegheny  Ludlum  Steel,  Arnold  Engineer- 
ing, Ajax  Forging  &  Casting,  Carmet,  F.  W.  Bell,  Goddard  & 
Goddard,  IPM,  Jacobsen  Manufacturing,  Special  Metals,  True 
Temper,  and  Wallingford  Steel.  Affiliated  companies:  Allegheny- 
Longdoz  and  Titanium  Metals. 


oT/?^ 


ALLEGHENY  LUDLUM  INDUSTRIES 
IS  GOING  WHERE  TOMORROW  IS. 


agement    and    new    specialty    shops. 

The  above  companies,  which  sold 
distinctiveness  as  well  as  merchan- 
dise, held  up  better  in  the  1970  test 
than  those  with  a  just-another-store 
image.  Alexander's,  a  fashion-oriented 
discount  apparel  store,  remained  prof- 
itable in  a  bad  year.  In  contrast,  Al- 
lied Stores  went  into  the  red.  Alhed 
does  have  some  well-conceived,  dis- 
tinctive stores,  such  as  Jordan  Marsh 
in  Boston  and  Florida;  but  in  most 
large  cities,  unfortimately.  Allied  lacks 
a  Jordan  Marsh.  But  Sears,  Roebuck 
and  J.C.  Penney  did  well,  garnishing 
their  image  of  solid,  dependable  value 
with  a  little  fashion  flair. 

It  is  much  harder  for  the  whole- 
salers, meat  packers  and  supermarkets 
to  establish  this  distinctiveness.  Su- 
permarkets, except  for  some  private 
brands,  simply  take  goods  from  pro- 


ducers, sell  them  to  consumers  and 
squeeze  by  on  the  slim  margins  in  be- 
tween: Sears,  Roebuck,  with  $8  bil- 
lion in  revenues,  makes  more  dollars 
of  profit  than  the  food  chains,  which 
had  $38  bilHon  in  sales. 

Revolution  or  Phase? 

Last  year  was  a  brutal  one  for  the 
supermarkets.  The  industry  was 
swinging  to  discount  pricing  as  47% 
of  the  large  supermarket  companies 
and  60%  of  the  chains  had  discount 
programs.  That  meant  eliminating 
trading  stamps,  more  self-service,  but 
most  important,  lower  profit  margins. 

S&H  President  Collins  claims  this 
discounting  revolution  will  turn  out 
to  be  only  a  phase— an  expensive  one. 
If  everyone  is  a  discounter,  is  am/one 
a  discounter?  He  says  that  50%  of  all 
discounters  now  claim  their  main  com- 


petition comes  from  other  discounters. 
He  predicts  that  discounters  will  tire 
of  the  blood-letting  and  start  making 
their  own  merchandise.  In  the  Mid- 
west, Kroger,  the  nation's  third-largest 
food  chain  and  majority  owner  of  Top 
Value  stamps,  battled  discounters  suc- 
cessfully by  meeting  their  prices  and 
also  giving  stamps.  Result:  record 
earnings  per  share. 

,  Each  coast  had  its  heroes  and  goats. 
Arden  Mayfair  on  the  West  Coast 
and  First  National  Stores  in  the  East 
ranked  near  the  bottom  of  all  compa- 
nies in  return  on  equity,  596th  and 
634th,  respectively.  In  similar  terri- 
tories, Los  Angeles'  Safeway  set  record 
earnings,  and  Boston's  Stop  &  Shop 
did  creditably. 

In  distribution  as  in  everything  else, 
it's  not  what  business  you're  in  that 
counts,  but  how  well  you  manage  it.  ■ 
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Spencer  Foods 

56 
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Wetterau  Foods 
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ARA  Services 
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"IF  TRUCKS  STOPPED 
FOR  96  HOURS,  YOU'D  STOP  TOO!" 

—Louis  B.  Seltzer,  former  editor,  Cleveland  Press 


If  there  were  no  trucks,  there  would  be  no  suits  to  wear  to  the  office. 

No  car  to  drive  to  work.  No  club  sandwiches  for  lunch  at  your  favorite  restaurant. 

No  IBM  cards  to  bend,  spindle  or  mutilate.  No  keys  to  the  office. 

No  office.  In  fact,  everything  would  be  at  a  standstill.  Fortunately, 

though,  there  are  trucks.  And  they  go  everywhere,  bringing  almost  everything 

our  homes,  businesses  and  industries  need. 

All  of  us  at  Truck  Insurance  Exchange  like  having  trucks  around.  After  all. 

If  there  were  no  trucks,  life  would  be  pretty  empty. 


member 


TRUCK  INSURANCE  EXCHANGE 

3^  A  member  of  Farmers  Insurance  Group 
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Electronics 


This  industry's 

growth  has  rested 

on  two  legs. 

One  of  the  legs 
is  getting  wobbly. 


The  story  is  all  in  the  figures. 

Electronics  is  a  $25-billion-a-year 
business,  turning  out  an  incredible  ar- 
ray of  some  30,000  different  types  of 
products  for  the  Government,  the  con- 
sumer and  industry. 

Reaching  into  almost  every  area  of 
American  life,  the  total  factory  sales  of 
electronics  have  grown  250%  in  the 
past  decade  and  have  made  it  one  of 
the  most  lucrative  and  glamorous  of  all 
industries  in  the  U.S. 

But  nearly  half  of  this  growth— and 
a  good  deal  of  the  glamour— has  come 
from  one  big  customer,  Uncle  Sam. 
However,  since  1968,  when  govern- 
ment sales  hit  a  high  of  $12.5  billion, 
they  have  gone  down,  down  and 
down.  According  to  current  forecasts 
by  the  Electronics  Industry  Associa- 
tion, electionics-related  spending  by 
the  Defense  Department  and  the  Na- 


tional Aeronautics  &  Space  Administra- 
tion probably  will  keep  going  down 
at  least  for  this  year  and  next. 

Is  commercial  and  consumer  elec- 
J^ronics  taking  up  the  slack?  At  the 
rhoment,  no.  Consumer  goods  now  ac- 
count for  about  one-fifth  of  the  in- 
dustry's total  factory  sales,  about  $5 
billion  worth.  Color  TV  is  consumer 
electronics'  single  biggest  item.  How- 
ever, since  1969,  color  TV— which  ac- 
counts for  $2  out  of  every  $5  now 
spent  on  consumer  electronics— has 
been  at  a  standstill.  In  the  first  nine 
months  of  1970  factory  sales  of  U.S. 
color  TV  were  down  26%  from  the 
same  period  the  year  before. 

The  remaining  30%  of  total  electron- 
ics sales  come  from  industrial  products. 
Now  totaling  $8  billion,  the  volume  of 
industrial  electronics  is  almost  four 
(Continued  on  page  141) 
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PROFITABILITY 

GROWTH 

5-Year 

Latest 

5-Year  Return 

5- Year  Annua 

5-Year  Annual 

Return  on  Eq 

^ Rank ^ 

Among  All     In  This 

uity 

12-Month 

or 

Total  Capital 

Sales  Growth 

Earnings  Per  Share  Growth 

on  Equity 

Among  All     In  This 

/■           Kaiin           > 
Among  All     In  This 

Among  All     In  This 

COMPANY 

Companies 

Industry 

Percent 

Percent 

Companies 

Industry 

Percent 

Companies 

Industry 

Percent 

Companies 

Industry 

Percent 

Avnet 

10 

1 

29.9 

11.2 

39 

5 

18.4 

36 

2 

29.6 

317 

16 

3.6 

AMP 

25 

2 

24.9 

23.7 

17 

2 

21.9 

158 

12 

14.5 

57 

3 

14.8 

Square  D 

39 

3 

22.7 

21.4 

13 

1 

22.7 

401 

22 

8.0 

388 

20 

1.2 

FIschbach  &  Moore 

55 

4 

21.0 

21.3 

114 

8 

13.5 

84 

5 

18.4 

83 

6 

12.7 

Emerson  Electric 

58 

5 

20.9 

20.3 

31 

3 

19.3 

95 

6 

17.7 

82 

5 

12.8 

Hewlett-Packard 

87 

6 

18.7 

13.2 

37 

4 

18.6 

134 

10 

15.8 

131 

8 

10.1 

RCA  Corp 

106 

7 

17.9 

9.5 

176 

15 

11.9 

422 

24 

7.6 

487 

24 

—32 

Teledyne 

107 

8 

17.9 

11.8 

93 

7 

13.9 

6 

1 

58.6 

10 

1 

30.5 

Corning  Glass 

111 

9 

17.7 

12.1 

63 

6 

16.0 

336 

17 

9.2 

435 

22 

-0.7 

Reliance  Electric 

116 

10 

17.2 

16.2 

121 

9 

13.2 

45 

3 

24.8 

213 

10 

6.8 

Lear  Siegler 

141 

11 

16.2 

17.1 

137 

12 

12.7 

55 

4 

22.0 

62 

4 

14.3 

Raytheon 

174 

12 

15.1 

14.4 

132 

10 

12.9 

131 

9 

15.9 

55 

2 

15.1 

Texas  Instruments 

205 

13 

14.4 

12.1 

173 

14 

11.9 

173 

14 

13.9 

297 

14 

4.1 

Honeywell 

226 

14 

14.0 

12.6 

300 

20 

9.6 

162 

13 

14.3 

196 

9 

7.4 

General  Tel  &  Elec 

245 

15 

13.5 

12.8 

465 

29 

6.9 

300 

16 

9.9 

374 

18 

2.0 

Motorola 

247 

16 

13.5 

9.3 

218 

16 

11.1 

358 

19 

8.8 

430 

21 

—0.4 

Schlumberger 

267 

17 

13.1 

14.0 

142 

13 

12.5 

499 

26 

6.1 

84 

7 

12.6 

General  Elect)  ic 

270 

18 

13.1 

7.1 

236 

18 

10.7 

545 

28 

5.2 

573 

27 

—11.4 

McGraw-Edison 

276 

19 

12.9 

11.0 

133 

11 

12.9 

458 

25 

7.0 

382 

19 

1.5 

IT-E  Imperial 

330 
336 

20 
21 

12.lt 
12.0 

11.5 

287 

19 

9.9t 

247 

15 

11.3 

258 

13 

5.4 

Ampex 

6.0 

363 

23 

8.5 

156 

11 

14.5 

452 

23 

—1.2 

Westinghouse 

372 

22 

11.4 

10.4 

323 

22 

9.2 

355 

18 

8.9 

246 

12 

5.8 

Bell  &  Howell 

372 

22 

11.4 

8.1 

303 

21 

9.5 

395 

21 

8.1 

303 

15 

3.9 

North  Amer  Philips 

392 

24 

11.0 

7.5 

224 

17 

11.0 

130 

8 

15.9 

511 

25 

—5.7 

Collins  Radio 

437 

25 

10.1 

def. 

453 

27 

7.1 

644 

31 

1.1 

614 

29 

PD 

American  Tel  &  Tel 

470 

26 

9.5 

9.1 

457 

28 

7.1 

383 

20 

8.3 

338 

17 

2.9 

Cutler-Hammer 

483 

27 

9.3 

7.1 

416 

26 

7.6 

559 

30 

5.0 

548 

26 

—8.4 

Gould 

487 

28 

9.2 

9.8 

392 

24 

8.0 

521 

27 

5.7 

237 

11 

6.2 

General  Instrument 

526 

29 

8.7 

3.0 

395 

25 

7.9 

107 

7 

16.8 

589 

28 

-15.9 

Fairchild  Camera 

610 

30 

5.0 

def. 

610 

30 

4.0 

547 

29 

5.2 

614 

29 

PD 

Bunker-Ramo 

«a 

8.4 

•  0 

407 

23 

7.9 

DP 

Industry  Medians 

13.S 

11.2 

11.5 

9.9 

3.8 

Note:  Explanation  of  Yardsticli  calculations  on 

paue  70 

tThree  year  average              • 

■Not  availab 

e;  not  rai 

iked.        def 

-Deficit. 

DP  Deficit  to  profit. 

PD  Profit  to  deficit. 
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A  plug  for  worldwide  compatibility. 


This  plug-half  of  our  connector  is  representative  of  our  technique  for 
connecting  electrical  and  electronic  circuits  in  manufactured  products 
all  over  the  world.  The  technique  has  resulted  in  billions  of  connections 
because  it's  compatible  to  our  customers'  needs  in  many  ways: 

•  the  finished  connection  is  perfectly  uniform  and  equally  reliable 
no  matter  where  it  is  assembled 

•  our  technique  is  compatible  to  the  largest  manufacturer's  production 
methods,  yet  it  is  just  as  effective  for  the  smallest 

•  equipment  and  subsystems  made  in  one  part  of  the  world  can  be 
smoothly  connected  with  other  parts  made  anywhere  else  because  our 
connectors  and  techniques  are  the  same  worldwide 

•  we're  compatible  with  the  worldwide  network  of  our  customers— 
we  have  manufacturing  and  sales/service  facilities  in  all  the  major 
industrial  areas  of  the  world. 

We  call  our  AMP  technique  "ECONOMATION",  which  means  the  greatest 
number  of  quality  electrical  connections  at  the  lowest  applied  cost. 

ECONOMATION  is  at  work  wherever  automobiles,  appliances,  computers 
and  business  machines,  communications  equipment,  industrial  controls, 
and  aerospace  and  defense  equipment  are  manufactured. 

To  find  out  how  ECONOMATION  can  be  put  to  work  for  you,  send  for 
our  brochure,  "Ideas  In  Action  . . .  Worldwide". 
AMP  Incorporated,  Harrisburg,  Pa.  17105 


INCORPORATED 

Manulactunng  and  Direct  Sales  Facilities  in    Australia.  Canada.  France. 

Gteal  Britain.  Holland,  Italy.  Japan.  Mexico.  Puerto  Rico.  Spam,  Sweden. 

United  Slates  and  West  Germany. 


Put  your  ideas  in  action  with  the  help  of  AMP  Engineering  .  .  .  worldwide. 


AVe  move  into 
Century  II 
with  a 
declaration  of  v^ar 


For  100  years  now — from  1871  to  1971 — 
we  have  been  in  business,  helping  to 
correct  many  of  the  ills  that  have  faced 
our  nation  and  the  world. 
During  these  years,  our  achievements  in 
the  realm  of  industrial  and  construction 
equipment  have  helped  to  shape  the 
technology  of  today. 

As  we  move  into  Century  II,  it  is  fitting 
that  we  state  our  objectives  concerning 
the  basic  problems  which  loom  large  on 
the  horizon  of  tomorrow. 
It  is  our  intention  to  direct  our  technical 
skills  and  abilities  toward  the  solution  of 


the  major  problems  identified  below.  We 
have  already  made  notable  progress  in 
these  areas.  Through  continual  improve- 
ment and  new  product  development,  we 
are  determined  to  make  even  greater 
contributions  in  the  years  ahead. 
Our  motivation  is  not  entirely  altruistic. 
We  are  confident  that  progress  which 
benefits  mankind  will  also  benefit  our 
company  and  our  shareholders.  For  fur- 
ther information  on  our  pollution  control 
activities,  send  for  Bulletin  725.  IngersoU- 
Rand,  Dept.  PC,  11  Broadway,  New 
York,   N.   Y.    10004. 


War  on  Pollution 

There  will  be  less  fouling  of  the  air 
and  water,  more  lead-free  car  and  truck 
fuels,  lower  crankcase  emission — with 
the  help  of  our  pumps,  compressors  and 
anti-friction  bearings. 


War  on  Hunger 

The  world  will  produce  more  food  per 
acre  of  land,  because  our  air  and  gas 
compressors  help  make  low-cost  fer- 
tilizers and  our  drills  and  pumps  make 
wastelands  bloom. 


War  on  Overcrowding 

Traffic  strangulation  will  be  eased  by 
more  and  better  highways — constructed 
with  the  help  of  our  rock  drills,  com- 
pressors, air  tools,  compactors  and  tunnel 
boring  machines. 


War  on  Noise 

Construction  and  repair  work  will  be 
far  quieter — because  all  I-R  demolition 
tools  are  of  the  "Noise-Less"  type  and 
"Whisperized"  portable  compressors  are 
available  for  every  need. 


War  on  Fuel  Shortages 

Oil,  natural  gas  and  fossil  fuel  will  be 
made  more  abundantly  available — with 
the  help  of  our  pumps,  pipeline  com- 
pressors, jet  turbines  and  mechanized 
coal  miners. 


War  on  Power  Failures 

There  will  be  less  danger  of  blackouts, 
because  we  build  an  extra  margin  of 
dependability  into  our  power  plant 
equipment — pumps,  compressors,  con- 
densers and  cooling  towers. 


1971-2071 
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"When  I  was  nine 
I  flunked  a  big 
geography  test!' 
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"This  year,  my  department  will  worii 
on  insurance  in  78  foreign  countries."   Lloyd  Benedict 

says:  "Today,  American  business  is  growing  in  places 
that  weren't  on  any  map  in  my  schoolroom.  Places  like  West 
Irian  and  Tanzania.  And  even  in  Europe,  insurance  isn't 
the  same  as  it  is  at  home." 

Lloyd  Benedict  manages  Johnson  &  Higgins'  International 
Department.  "To  make  insurance  cross  national  boundaries,"  Lloyd  says, 
"you  need  specialists.  We  have  our  own  offices  in  Italy,  Japan, 
Canada,  Latin  America,  Australia  and  New  Zealand  as  well  as  our 
exclusive  overseas  correspondents.  Together,  they're  a  network  of 
specialists.  In  insurance  and  in  doing  business  the  local  way." 

What's  true  for  worldwide  companies  is  true  for  every  company. 
Your  own  included.  Johnson  &  Higgins  has  offices  in  major  cities 
here  and  abroad.  Call  us.  We'll  make  your  insurance  work  for  you. 

Johnson  &  Higgins 
industry's  international  insurance  broker 


Layoffs  in  defense  and  electronics  produced  ffiis  line  of  700  applicants  for  four  Southern  California  jobs. 


(Continued  from  page  136) 
times  bigger  than  it  was  a  decade  ago. 

However,  half  of  the  dollar  volume 
in  industrial  electronics  products  is  ac- 
counted for  by  electronic  computing 
and  data  processing  equipment.  After 
rocketing  in  the  early  and  mid-Si.\ties, 
this  sales  growth  has  leveled  off,  par- 
ticularly as  developments  in  electronic 
data  processing  have  become  evolu- 
tionary rather  than  revolutionary  (see 
Information  Processing,  p.  81). 

Against  that  background,  look  af 
the  Yardstick  figures.  Last  year  ten  of 
the  electronics  outfits  on  Forbes'  list 
were  among  the  top  100  U.S.  com- 
panies in  five-year  return  on  equity. 
This  year  only  six  made  it. 

More  than  two  out  of  every  three 
electronics  companies  on  our  list  show 
a  lower  retiim  on  equity  in  the  latest 
12  months  than  their  live-year  average. 
At  least  25  of  the  29  listed  have  failed 
to  keep  their  five-year  annual  earnings- 
per-share  growth  on  a  par  with  sales 
growth  over  the  same  period. 


Significantly,  those  whose  earnings 
growth  kept  ahead  of  sales  growth 
either  were  not  wholly  dependent  on 
electronics  products  or  dominated  a 
profitable  niche  in  some  segment  of 
the  industry  where  demand  is  still 
strong.  Schlumberger  Ltd.,  for  exam- 
ple, gets  most  of  its  business  from  its 
oil  well  drilling  services,  not  electron- 
ics. AMP,  Inc.  is  tops  in  the  business 
of  making  electronic  and  electrical 
connector  devices,  which  comprise 
95%  of  its  sales. 

Tough  All  Over 

Those  without  such  a  base,  as  every 
newspaper  reader  knows,  were  laying 
off  engineers  last  year  from  Princeton, 
N.J.  to  Palo  Alto,  Calif.  Almost  every 
weekly  issue  of  Electronic  News  car- 
ried an  item  about  one  or  more  series 
of  layoffs,  mergers,  acquisitions,  sales 
or  consolidations  of  companies  in  the 
industry.  In  the  first  ten  months  of 
last  year  Texas  Instruments  alone  re- 
duced its  work  force  by  almost  11,000, 

To  Survive,  Expand 


cutting    it    from    58,974    to    48,000. 

One  sign  of  the  times:  the  almost 
complete  withdrawal  last  fall  from 
semiconductors  of  General  Telephone 
&  Electronics'  Sylvania  Products  sub- 
sidiary. That  shook  everybody  up. 

Sylvania  was  one  of  the  pioneers 
in  the  Sl-billion-plus  semiconductor 
business  and  once  stood  fifth  in  the 
hierarchy  of  integrated  circuit  sup- 
pliers. A  victim  of  price-cutting  and 
military  cutbacks,  Sylvania,  by  last 
October,  was  down  to  selling  off  its 
semiconductor  business  piecemeal  and 
finding  jobs  for  1,235  people  in  the 
Boston  area.  While  publicly  mourn- 
ing the  events  that  brought  on  Syl- 
vania's  demise  in  the  business,  Texas 
Instmments,  Motorola,  Raytheon  and 
others  were  battling  to  pick  up  the 
business  that  GT&E  had  dropped. 

Does  all  this  mean  that  after  years 
and  years  of  incredible  expansion  the 
electronics  business  is  falling  apart? 
Far  from  it.  But  it  is  going  through  a 
brutal  transition  period. 


The  electronics  industry  has  some  promising  new  mar/<ets  that  could  offset 
the  defense  slowdown,  but  it  will  take  clever  management  to  tap  them. 


Gr.\nted,  growth  is  slowing  down  in 
the  electronics  industry.  Is  this  bad? 
Well,  it's  good  and  it's  bad. 

It's  bad  for  the  hot  little  company 
with  a  hot  little  product— that  is,  bad 
for  the  company  that  depends  on 
technological  skills  alone.  The  future 
almost  certainly  belongs  to  those  who 
develop  a  balanced  approach  that  in- 
cludes marketing,  pricing,  customer 
•  ser\'ice.  "The  industry  already  has  the 
technology,"  says  Motorola's  manager 
of  product  marketing.  Jack  Stewart. 
"The  real  growth  in  the  days  ahead 
will  depend  on  how  we  help  our  cus- 
tomers put  it  to  use." 

There  is  no  question  that  the  mar- 
kets are  there.  In  the  Government,  de- 
fense aside,  a  whole  new  series  of 
electronics  markets  are  opening  up 
among  civilian  government  agencies. 
These  include  everything  from  pollu- 
tion detection  to  urban  mass-transit 
controls,  from  automation  of  Post  Of-  , 
fice  operations  to  the  new  Law  En- 
forcement Assistance  program  of  the 
Justice  Department,  which  offers  a 
method  for  funding  the  purchase  of 
new  equipment  by  state  and  local  po- 
lice departments. 


These  civilian  programs  currently 
come  nowhere  near  offsetting  the  de- 
cline of  military  and  space  spending. 
But  .they  are  growing,  and  they  will 
grow  even  more  if  the  Federal  Govern- 
ment ever  fully  reorders  its  priorities 
to  meet  major  domestic  crises. 

For  example,  the  Federal  Aviation 
Administration's  billion-dollar  budget 
is  still  small  in  relation  to  the  prob- 
lem, but  development  authority  for 
air  traffic  control  research  has  ri.sen 
100%  since  1969,  reflecting  concern 
over  air  traffic  control  and  expansion 
of  the  nation's  network  of  airports. 
The  electronic  content  of  the  FAA  fis- 
cal 1971  budget  is  up  40%  to  $150 
million  over  its  1970  level. 

Some  observers  say  that  sales  of  in- 
dustrial electronics  products  should 
pick  up  enough  in  the  next  few  years 
to  surpass  all  of  what  the  industry 
now  gets  from  the  Government, 
whether  military,  space  or  civilian 
business.  In  fact,  the  betting  is  that 
industrial  electronics,  which  is  now  an 
$8-biIlion  business,  may  grow  by  as 
much  as  50%  by  1975,  to  perhaps 
$12  billion. 

Consider  the  market  for  electronic 


security  systems.  In  1967  the  amount 
.spent  on  all  security  protection  equip- 
ment  in  the  U.S.  was  $200  million. 
By  last  year  it  was  up  150%  to  $500 
million.  By  1975  it  will  more  than 
double  to  $1  billion.  Electronics'  share 
of  the  protection-market  dollar  al- 
ready is  about  80%,  according  to  El- 
liot H.  Goldman,  market  development 
consultant  of  Motorola  Communica- 
tions and  Electronics. 

Right  now  the  market  for  such  elec- 
tronic security  systems  is  the  industrial 
customer  (particularly  in  retailing), 
who  is  losing  about  $1  billion  a 
year  in  stolen  inventories.  But  one 
newcomer,  Westinghouse  Electric 
Corp.,  already  is  looking  beyond  in- 
dustrial customers  who  now  buy  its 
closed-circuit  TV  protection  systems. 
William  D.  Casey,  president  of  the  new 
consumer-oriented  Westinghouse  Se- 
curity Systems,  Inc.,  predicts  that  at 
the  current  rate,  25%  of  all  homes 
over  $40,000  will  contain  built-in 
electronic  protection  devices. 

Casey  already  is  concentrating  "on 
the  top  5%  of  the  residential  market- 
homes  over  $50,000." 

Paralleling  the  exploding  growth  of 
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Are  you 
going  to 
sit  on  the 
sidelines 
all  your 
life? 


What  are  you  doing  about 
what's  wrong  with  our 
community?  You.  Not  the 
fellow  next  to  you.  You. 

Don't  kid  yourself.  You 
know  what  the  problems  are. 
You  read  the  papers.  You 
listen  to  the  gossip.  Now  get 
off  the  sidelines  and  into 
the  game. 

One  way  is  to  spend  some 
time  with  one  of  our  United 
Way  agencies.  Learn 
something  of  the  new 
methods  being  used,  the  new 
programs  under  way.  And 
the  new  money  that's 
urgently  needed. 

That's  the  catch.  For  if  you 
do  let  yourself  become  really 
informed,  it'll  cost  you. 
You'll  pledge  more  to  the 
United  Way  than  you've 
ever  done  before.  You'll  give 
your  Fair  Share. 


If  you  don't  do  it,  it 
get  done. 


won't 


advartiiing  contributtd 
for  the  public  good 


electronic  security  systems  for  indus- 
try is  the  soaring  market  for  medical 
electronics  equipment.  Almost  over- 
night this  has  turned  into  a  $650- 
million-a-year  business  in  itself.  By  all 
estimates,  medical  electronics  will  at 
least  double  by  197.5  and  be  a  S1.3- 
billion-a-year  business. 

Practically  every  big  company  in 
electronics,  too,  is  either  getting  into 
the  market  or  expanding  its  position  in 
it,  whether  it  is  Hewlett-Packard, 
which  was  smart  enough  to  go  in  as 
early  as  1961,  or  North  American 
Philips  Corp.,  which  only  last  year 
added  a  medical  systems  company  to 
increase  its  new  and  growing  line  of 
products  in  the  field.  Right  in  there, 
too,  is  Motorola,  as  a  producer  of  hos- 
pital communications  equipment. 

The  reason  they  are  in  and  the  rea- 
son that  medical  electronics  is  so  hot  is 
the  growing  application  of  electronic 
data  processing  to  the  field— not  just 
for  hospital  accounting,  but  even  more 
important  and  promising,  for  patient 
monitoring,  computerized  cardiac  con- 
trol, biomedical  lab  work  and  the  like. 

As  it  is,  $250  million,  the  largest 
part  of  the  medical  electronics  mar- 
ket and  over  a  third  of  the  total,  al- 
ready involves  electronic  data  process- 
ing equipment.  As  the  fastest-growing 
part  of  the  business,  the  sale  of  such 
EDP  equipment  should  hit  $600  mil- 
lion by  1975,  accounting  for  almost 
half  of  the  whole  medical  electronics 
market  by  then. 

In  fact,  it  is  the  new  direction  and 
shape  of  electronic  data  processing  sys- 
tems that  may  give  the  sales  of  indus- 
trial electronics  products  their  greatest 
lift  in  the  next  few  years.  This  may 
sound  strange,  considering  how  the 
sales  growth  of  electronic  components 
to  the  computer  industry  recently  have 
leveled  off  after  zipping  up  in  the 
Sixties,  but  it  is  true  all  the  same: 
With  the  slowdown  in  the  production 
and  sale  or  leasing  of  mainframe  com- 
puters has  come  an  increased  demand 
for   peripheral    computer    equipment. 

In  the  recent  past  about  three- 
fourths  of  the  cost  of  computer  sys- 
tems was  in  processing  and  about  one- 
fourth  in  input/ output  devices  and 
related  communications  and  filing 
equipment.  That  ratio  has  been  in  re- 
verse since  the  mid-Sixties. 

Markets  on  the  Edge 

One  ol  the  fastest-growing  markets 
for  industrial  electronics  already  is  in 
cathode  ray  tube  display  units,  optical 
scaimers,  input/ output  terminals,  elec- 
tronic data  transmission  devices  and 
other  supplementary  electronic  equip- 
ment. Simultaneously,  there  is  the 
rapid  growth  of  industrial  minicom- 
puters, often  used  together  with  more 
sophisticated    electronic    instrumenta- 


Prenatal  electronic  heari  monitor 

tion  for  a  variety  of  analytic  and  moni- 
toring functions  in  process  control. 

All  this  inevitably  will  expand  the 
u.se  of  industrial  electronics  in  areas 
previously  untouched  by  computer 
technology.  For  example,  only  the  big- 
gest retailers,  for  the  most  part,  needed 
or  could  afford  a  big  central  computer 
to  keep  track  of  inventory  at  a  number 
of  geographically  dispensed  ware- 
houses. Now,  with  electronic  mini- 
computers, even  a  small  retailer  with 
a  single  warehouse  can  have  his  own 
electronic  communications  system  for 
inventory  control. 

Opening  up  even  more  exciting 
commercial  possibilities  along  this  line 
is  the  accelerating  trend  toward  mi- 
cro-miniatinization  of  electronic  com- 
ponents. Until  recently,  electronic 
components— such  as  transistors,  di- 
odes, rectifiers  and  other  semiconduc- 
tors—were stiictly  the  building  blocks 
used  to  construct  electronic  devices  of 
all  kinds  for  practically  everybody. 
One  reason  the  semiconductor  busi- 
ness has  so  many  troubles  today  is 
that  there  are  so  many  of  these  build- 
ing blocks  around,  making  them  price- 
discounted  commodities. 

However,  all  this  is  being  drastical- 
ly changed  by  the  advent  of  the  rela- 
ti\'el\'  new  component  technology 
called  LSI,  large  scale  integration. 
This  technology  produces  individual 
electronic  circuits  of  incredible  densi- 
ty and  complexity,  all  in  microscopic 
size.  For  instance,  once  it  was  quite  a 
feat  to  jam  100  to  200  separate  tran- 
sistors, diodes  and  the  like  on  a  single 
.square  inch  of  silicon.  The  technol- 
ogy of  large  scale  integration  provides 
a  density  of  .50,000  to  100,000  of 
these  same  components  on  the  same 
square  inch. 
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The  result?  Each  LSI  building 
block  is  \irtually  an  independent  elec- 
tronic processor  in  its  own  right.  They 
can  be  joined  together  to  produce 
ever  smaller  and  smaller  computers 
tailored  to  an  individual  customer's 
special  needs. 

As  Scientific  American  magazine 
pointed  out  in  a  recent  study  of  the 
possibilities:  "The  end  result  of  LSI 
technology  will  be  to  increase  com- 
puter processing  speeds,  to  reduce  the 
amount  of  basic  programming  re- 
quired, to  increase  the  capability  of 
small  processors  built  into  terminal 
devices  (thus  reducing  the  load  on 
the  main  computer)  and  to  reduce 
costs  all  around." 

The  Future  Arrives 

This  is  no  pie  in  the  sky.  One  re- 
sult of  this  kind  of  micro-miniaturi- 
zation already  is  evident.  This  is  to 
put  at  least  one  big  semiconductor 
company,  which  is  a  specialist  in  such 
high-density  integrated  circuitry,  more 
openly  in  the  computer  business.  Texas 
Instruments  has  introduced  two  mini- 
computers on  the  open  market  for 
process  control  applications.  And  the 
word  is  that  TI  also  has  some  larger 
scientific  and  industrial  computers  in 
the  works.  Fairchild  Camera  &  Instru- 
ment is  another  company  reportedly 
talking  about  a  similar  expansion  of  its 
foothold  in  computers. 

On  one  hand,  such  a  move  makes 
sense  becau.se  semiconductor  systems 
already  account  for  as  much  as  50%  of 
a  computer's  cost  and  their  share  is 
growing.  In  fact,  IBM  itself  is  one  of 
the  two  or  three  largest  semiconductor 
producers  in  the  country. 

Moreover,  such  high-density  elec- 
tronic circuitry  now  is  so  sophisticated 
that  it  dictates  the  total  design  of  the 
equipment,  not  the  other  way  around. 
TI  has  long  made  computers  for  itself 
for  years,  anyway.  By  going  on  the 
market  with  its  own,  TI  will  be  open- 
ing up  new  markets  for  itself. 

And  here  we  get  back  to  the  big 
trend:  away  from  the  little  technology 
shop  and  toward  the  big,  sophisticated 
company.  To  the  extent  that  they  are 
end-product  manufacturers  as  well  as 
suppliers,  companies  like  Texas  Instru- 
ments will  be  competing  against  ev- 
erybody in  the  computer  business  from 
IBM  on  down.  Their  technology  may 
be  very  good.  But  can  they  come  up 
with  the  kind  of  marketing  expertise 
and  customer  service  that  it  takes  to 
compete  in  the  computer  business? 
That  is  the  big  question.  That  is  why 
Motorola  says  it  has  not  yet  made  a 
similar  move. 

But  maybe  Texas  Instruments  has 
little  choice.  No  one  can  stand  still  in 
the  electronics  business  if  he  wants  to 
survive,  let  alone  grow.   ■ 
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You 

can  make  it 


Tennessee 


Television  sets,  trucks,  bikinis,  tires,  boats, 
aircraft  and  missile  components,  profit,  electric 
motors,  electronic  microcircuitry,  capacitors, 
radioisotopes,  plastics,  chemicals,  furniture, 
panty  hose,  bicycles,  profit,  power  tools,  pianos, 
synthetic  leather  and  fabrics,  miniskirts, 
cosmetics,  shirts,  shoes,  hats,  profit,  aspirin, 
alarm  clocks,  automobile  glass,  tools  and  dies, 
aluminum,  copper,  zinc,  profit,  farm  machinery, 
fertilizer,  air-conditioners,  magnetic  tape, 
corrugated  boxes  and  hypodermic  needles, 
et  cetera,  et  cetera  . . . 

In  Tennessee,  we  recognize  that  we  must  continue 
to  maintain  a  governmental  and  industrial  climate 
that  is  conducive  to  making  a  profit.  And  excellent 
geographical  location,  transportation,  skilled  labor 
and  supporting  industrial  services  that  make  it 
easy  for  you  to  make  a  profit.  That's  why  so  many 
companies  are  making  it  in  Tennessee.  Write  for 
Industrial  Tennessee,  Office  of  the  Governor, 
Cordell  Hull  Building,  Nashville,  Tennessee  37219. 

^■p    THE  3     -STATES"  OF 

Tennessee 


3  STATES  m  ONE 
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Energy  ■ 


At  a  time  when 

its  business  is 

booming,  the  oil 

industry  is  worried. 

Spys  a  top 

executive:  "We 

can't  go  on 

lilie  this. " 


It  is  easy  enough  to  explain  why  the 
coal  companies,  especially  Pittston  and 
Eastern  Gas  &  Fuel,  rank  high  on  the 
Forbes  Yardsticks  for  the  energy  busi- 
ness. Coal  prices  have  more  than  dou- 
bled during  the  past  year  or  so. 

The  oil  companies'  results  are  less 
quickly  explained.  The  Yardstick  fig- 
ures show  them,  as  a  group,  doing 
fairK  well  over  the  last  five  years. 
They  have  a  more-than-adequate 
8.8%-a-year  sales  growth.  In  both  earn- 
ings growth  and  return  on  stockhold- 
ers' equity,  they  rank  ninth  among  the 
24  industry  groups  surveyed  in  this  is- 
sue. Yet  earnings  for  the  group  have 
been  growing  far  more  slowly  than 
sales,  which  means  profit  margins  have 
been  decUning.  Moreover,  the  Yard- 
stick results  for  individual  companies 
vary  all  over  the  lot.  Clark  Oil  and 
Occidental  Petroleum,  for  example, 
still  show  up  with  high  profitability 
rates.  Others  like  Shell,  Union,  Phil- 
lips Petroleum  and  Standard  of  Ohio 
show  little  or  no  earnings  growth  over 
the  last  five  years.  In  short,  the  oil  in- 


dustry is  prosperous,  but  not  as  pros- 
perous as  it  ought  to  be.  These  signs 
of  stress  amidst  booming  demand  are 
more  than  a  little  ominous. 

The  fact  is  that  the  oil  companies' 
performance  has  been  influenced  by 
a  bewildering  variety  of  factors  in  re- 
cent years.  International  operators,  in- 
cluding Occidental,  have  been  hurt  by 
political  turmoil  in  places  Hke  Libya 
and  Latin  America  and  by  the  world- 
wide tanker  shortage.  Those  who  de- 
pend on  domestic  marketing,  like 
Clark,  have  enjoyed  several  good 
years,  but  now  are  being  affected  by 
rising  crude  and  wholesale  prices  on 
one  hand,  and  retail  price  wars  on  the 
other.  Companies  eager  for  domestic 
crude  have  made  huge  investments  in 
Alaska,  the  Santa  Barbara  Channel 
and  other  areas  that  are  proving  slow 
to  pay  off.  All  have  felt  the  strain  of 
soaring  interest  rates,  the  limping  U.S. 
economy  and  growing  agitation  over 
ecological  concerns.  Then  add  to 
these  pressures  the  lowering  of  the  oil 
depletion    allowance    in     1969    from 
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PROFITABILITY  |  GROWTH 


COMPANY 


5-Year  Latest 

Return  on  Equity  12-Month 

^ Rank \  H'tum 

Among  All     In  This  on  Equity 

Companies   Industry       Percent  Percent 


5-VCar  Retdi^ 
on  Total  Capital 

-Rank- 

Among  All    In  This 
Companies  Industry       Percent 


5- Year  Annual 
Sales  Growth 

^ Rank ^ 

Among  All     In  This 
Companies   Industry       Percent 


S^Yttr 


■MStW^^n 


Earnings  Per  Share  Growth 

Rank s 


Among  All     In  This 
Companies   Industry 


Industry  Medians 


12.9 


10.7 


9.5 

Note:   Explanation  of  Yardstick  calculations  on  page  70.        tThree-year  average.  ttFour  year  growth. 


8.8 


•Not  available;  not  ranked. 


Percent 


Clark  Oil  &  Refining 

28 

1 

24.2 

15.4 

38 

1 

18.5 

132 

4 

15.9 

155 

5 

9.1 

Occidental  Petroleum 

68 

2 

20.1 

21.7 

174 

4 

11.9 

10 

1 

53.4 

4 

1 

42.2 

American  Petrofina 

102 

3 

18.1 

19.4 

105 

2 

13.6 

310 

9 

9.7 

7 

2 

34.5 

Pennzoil  United 

131 

4 

16.7t 

15.9 

309 

13 

94t 

481 

23 

6.5 

162 

7 

8.6tt 

Ashland  Oil 

143 

5 

16.2 

13.6 

178 

5 

l\B 

102 

3 

17.0 

371 

21 

2.0 

Texaco 

160 

6 

15.6 

13.4 

119 

3 

13.2 

312 

10 

9.6 

293 

15 

4.2 

Pittston 

183 

7 

14.9 

19.4 

324 

15 

9.2 

278 

8 

10.4 

31 

3 

19.1 

Eastern  Gas  &  Fuel 

215 

8 

14.2 

12.6 

441 

23 

7.2 

434 

19 

7.5 

156 

6 

9.1 

Marathon  Oil 

255 

9 

131 

12.0 

229 

9 

10.9 

226 

6 

12.0 

251 

12 

5.7 

Gulf  Oil 

272 

10 

13.0 

11.0 

216 

7 

11.1 

366 

14 

8.8 

279 

14 

4.7 

Union  Oil  California 

273 

11 

13.0 

8.9 

349 

19 

8.7 

476 

22 

6.6 

411 

23 

0.3 

Kerr-McGee 

278 

12 

12.9 

10.5 

319 

14 

9.3 

355 

12 

8.9 

316 

16 

3.7 

Shell  Oil 

285 

13 

12.8 

9.2 

250 

11 

10.5 

473 

21 

6.7 

437 

24 

-0.8 

Standard  Oil  (N  1) 

293 

14 

12.7 

12.0 

199 

6 

11.5 

454 

20 

7.1 

333 

19 

3.0 

Standard  Oil  (Ohio) 

319 

15 

12.4 

6.0 

221 

8 

11.0 

72 

2 

19.6 

502 

26 

-4.5    . 

Sun  Oil 

351 

16 

11.7 

9.2 

344 

18 

8.8 

529 

25 

5.6 

263 

13 

5.3 

Standard  Oil  (Calif) 

363 

17 

11.5 

10.0 

246 

10 

10.5 

315 

11 

9.6 

348 

20 

2.5 

Cities  Service 

380 

18 

11.2 

9.6 

358 

21 

8.6 

487 

24 

6.4 

330 

17 

3.1 

Continental  Oil 

387 

19 

11.2 

9.5 

333 

16 

9.0 

250 

7 

11.3 

332 

18 

3.0 

Mobil  Oil 

405 

20 

10.7 

10.9 

303 

12 

9.5 

407 

16 

7.9 

176 

8 

8.0 

Standard  Oil  (Ind) 

440 

21 

10.0 

9.5 

351 

20 

8.7 

423 

17 

7.6 

209 

10 

7.0    ' 

Getty  Oil 

445 

22 

9.9 

7.9 

335 

17 

9.0 

636 

26 

1.7 

204 

9 

7.1 

Phillips  Petroleum 

505 

23 

8.9 

7.1 

439 

22 

7.3 

391 

15 

8.2 

482 

25 

-2.9 

Murphy  Oil 

589 

24 

6.2 

5.6 

542 

24 

5.9 

360 

13 

8.8 

407 

22 

0.4 

Atlantic  Richfield 

e* 

7.7 

•  • 

423 

17 

7.6 

224 

11 

6.6 

Amerada  Hess 

•• 

25.6 

*• 

217 

5 

12.2 

143 

4 

9.7 

5.0 
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Old? 


Revere's  aluminum  rolling  mill  near 
ScoHsboro,  Alabama.  Cost  $60,000,000 


Paul  Revere's  original  mill 
at  Canton,  Mass.  Cost  $6,200. 


^S... 


but  not  old-fashioned 


When  you  have  been  on  the  American 
scene,  for  over  a  century  and  a  half, 
as  we  have,  being  that  old  in  itself  may 
be  construed  by  some  as  being  old- 
fashioned. 

As  far  as  Revere  Copper  and  Brass  In- 
corporated is  concerned  nothing  could 
be  farther  from  the  truth.  Here  are  a 
few  of  the  more  recent  and  continuous 
developments  that  bear  this  out. 

$20,000,000  MODERNIZATION  PRO- 
GRAM, ROME,  N.Y.— Making  this  plant 
the  largest  copper  and  brass  rolling  mill 
in  the  world. 

40-INCH  COILS— Widest  in  the  industry. 

19,000-POUNO  COPPER  AND  BRASS 
CAKES — Rolled  and  finished  into  con- 
tinuous coils  up  to  15  miles  long. 

EXCLUSIVE  ROTARY  FORGING  MACHINE 

—  Located  at  New  Bedford,  Mass. 
Only  one  of  its  type  in  U.S.A.  Makes 
possible  new  techniques  in  metallurgy 
and  metal  forming. 


PRESENSITIZED  METALS  FOR  PHOTO- 
ENGRAVING INDUSTRY— Perfected  and 
produced  in  Plymouth,  Mass.,  by  Re- 
vere's Edes  Manufacturing  Division, 
also  makers  of  graphic  arts  chemicals. 

EXPANDING  ALUMINUM  COMPLEX  ON 
GOOSE  POND  ISLAND— In  the  Tennes- 
see River,  on  a  2, 129-acre  island  near 
Scottsboro,  Alabama,  is  a  $60  million 
rolling  mill  that  has  been  in  operation 
since  June  1968.  It  houses  more  than 
24  acres  under  one  roof.  Adjoining  is 
a  112,000-ton-per-year  capacity  alu- 
minum reduction  plant  which  started  up 
December  15,  1970  and  will  be  in  full 
capacity  early  in  1971. 

ACTIVITIES  IN  JAMAICA — Here  Revere 
is  erecting  an  alumina  plant  of  220,000- 
ton-yearly  capacity  with  sufficient  land 
available  for  future  expansion  to 
660,000  tons  of  alumina  per  year.  This 
plant  will  be  supplied  from  bauxite 
ore  mined  in  Jamaica. 


ALUMINUM  BUILDING  PRODUCTS— Pro- 
duced and  marketed  by  Revere's  wholly- 
owned  subsidiary.  Revere  Aluminum 
Building  Products,  Inc.  This  subsidiary 
makes  a  full  line  of  aluminum  building 
products  including  house  siding. 

Would  you  call  that  old-fashioned? 

Revere  Copper  and  Brass  Incorporated, 
Founded  by  Paul  Revere  in  1801.  Ex- 
ecutive Offices:  605  Third  Avenue, 
New  York,  N.Y.  10016. 


^  *  •  *  j^ 


REVERE 


¥■ 


*  ♦  ^  »  * 


£'^2%  to  22%  and  the  Federal  Govern- 
ment's current  displeasure  over  at- 
tempts to  raise  oil  and  gasoline  prices. 

Of  all  their  varied  problems,  how- 
ever, perhaps  the  most  troublesome 
is  a  growing  money  gap.  The  oil  com- 
panies can  count  on  a  steadily  rising 
demand  for  their  products  in  the  fore- 
seeable future.  But  they  cannot  count 
on  having  enough  capital  for  the  ex- 
ploration, production,  refining,  trans- 
portation and  marketing  facilities 
needed  to  satisfy  that  demand. 

Explains  Augustus  C.  Long,  who 
came  out  of  retirement  in  1970  to 
again  become  chief  executive  of  Tex- 
aco: "In  the  early  1960s,  the  oil  com- 
panies generally  were  able  to  generate 
internally,  through  depletion  and  cash 
flow,  most  of  the  funds  needed  for 
expansion  and  exploration.  Since  then 
the  capital  demands  have  been  so 
large  that  they  have  had  to  get  more 
and  more  into  debt.  And  still  the  mon- 
ey gap  has  gotten  larger  and  larger. 
Between  1966  and  1969  the  gap  be- 
tween internally  generated  funds  and 
capital  needs  for  a  group  of  large  oil 
companies  averaged  $2.2  billion  an- 
nually. This  can't  go  on  much  longer." 

The  chart  illustrates  the  problem. 
The  money  gap  persists  even  though 
oil  companies  have  been  trying  to  cut 
back   on   capital   expansion,   explora- 


tion and  research.  And  it  persists  even 
though  some  companies  have  dou- 
bled and  tripled  their  long-term  debt 
since  1964.  Standard  of  New  Jersey, 
for  example,  has  increased  its  long- 
term  debt  from  $851  milhon  to  more 


than  $2.2  billion.  Texaco's  is  up  from 
$440  million  to  $1.1  billion.  Gulf  Oil's 
from  $262  million  to  $1.5  billion. 
Standard  of  California's  from  $216 
million  to  $640  million. 

The  profit  implications  for  compa- 
nies accustomed  to  financing  the  bulk 
of  their  expansion  through  the  cheap- 
est seurce  of  capital— cash  flow— are 
enormous.  Much  of  the  present  debt 
load  has  been  assumed  during  the  last 
fwo  or  three  years,  at  interest  rates  of 
up  to  9%  and  10%.  Already  this  has 
taken  a  large  bite  out  of  profits. 

What's  more,  the  money  gap  prom- 
ises to  become  wider.  There  are  sev- 
eral reasons  why.  One  is  the  sheer 
amount  of  capital  that  will  be  needed 
to  keep  up  with  the  rise  in  demand- 
between  $150  billion  and  $200  billion 
over  the  next  ten  years.  That  is  nearly 
twice  the  oil  industry's  present  capi- 
talization. Another  is  the  high  cost  of 
borrowing,  which  inhibits  the  amount 
of  debt  companies  are  willing  to  float. 

Equity  financing  is  an  alternative. 
Just  now,  however,  with  the  memory 
of  recent  market  declines  still  fresh, 
new  equity  capital  isn't  very  plentiful. 

When  you  add  it  all  up,  you  come 
to  this:  The  oil  industry,  like  the  util- 
ity industry,  is  in  trouble,  not  because 
nobody  wants  its  products,  but  be- 
cause everybody  does. 


COAST -TO -COAST 

Hawaii  and  Mexico  too. 


,  RODEWAY 


^ou  do  tlie  'Ttitveling.^^eave  ttie  I^ST  to  ug. 


America's  fastest  growing  system  of  fine  motor-hotels  now  has  84  gracious  inns  open*   ready  to 

offer  you  the  utmost  in  comfort  and  old  fashioned  hospitality.  Rodeway  prides  itself  in 

providing  the  ideal  environment  for  rest  a  nd  the  extra  thoughtful  service  that  business  travelers 

appreciate.  Rodeway  locations  are  central,  our  rooms  are  tastefully  decorated,  have 

color  TVs  and  are  spotlessly  clean.  We  have  sparkling  pools,  fine  restaurants,  accept  most 

credit  cards,  and  have  free  reservation  service. 

Special  Corporate  Rates.  Have  your  secretary  write  today  for  information  saving  your  company 


money,   through    our   specia 
corporate  discount  rate  plan, 
and  the  new  4-color  1971 
Rodeway  Directory, 


Write:  Director  of  Marketing 
Rodeway  Inns  of  America 
Post  Office  Box  1392 

Phoenix.  Arizona  85001 


HAWAH 


'another  48  under  construction  or  development 


CALL  R.LA. 
(800)  238-5000 
FOR  FREE  RESERVATIONS 
COAST-TO-COAST. 
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/s  the  Cupboard  Bare? 

Americans  have  come  to  take  their  energy  supply  as 
much  for  granted  as  the  air  they  breathe  and  the 
water  they  drinlc.  But  they  can  do  so  no  longer. 


I 


"I  H.\vE  NEVER  known  life  wilhout 
electricit>-  and  its  advantages,"  Luci 
Johnson  Nugent  was  quoted  as  saying 
a  couple  of  years  back.  The  for- 
mer President's  daughter  was  voicing 
something  ver>  deep  about  American 
society:  Today  a  power  blackout 
could  not  only  paralyze  a  cit>;  it 
could,  literally,  destroy  it.  For  exam- 
ple, a  shutoff  of  air  conditioning  on  a 
sweltering  summer's  day  could  cause 
hundreds  of  deaths. 

The  dangers  are  real.  John  Nassi- 
kas.  Federal  Power  Commission  chair- 
man, is  very  blunt  about  it:  "There  is 
an  energy  crisis  which  anyone  could 
have  seen  developing  five  years  ago 
if  they'd  bothered  to  look. "  Tlie  pros- 
pect is  that  utilities  may  have  to  cut 
voltage  in  peak  periods  this  winter. 

The  present  shortage  was  caused 
by  two  main  factors.  First,  the  in- 
creased concern  over  air  pollution 
caused  many  utilities  to  shift  from 
regular  coal  to  low-sulphur  coal,  nat- 
ural gas  and  heavy  (residual)  tuci 
oil  which  the  producers  may  ha\e 
trouble  supplying  in  sufficient  (juan- 
tity.  Second,  a  two-year  delay  in  com- 
pleting nuclear  power  plants  has 
lifted  coal  demand,  catching  the  coal 
producers  unprepared. 

No  fasy  Ouf 

If  that  were  all  there  was  to  the 
energy  crisis,  it  would  be  tempting  to 
pray  for  a  mild  winter  and  forget  it. 
But  the  problem  isn't  that  simple. 

The  oil  industry,  which  supplies 
some  7.5?  of  the  nation's  energy  re- 
(juirements,  argues  that  the  I'.S.  is 
numing  out  of  domestic  energy  re- 
serves and  that  the  shortages  will 
soon  reach  a  danger  point.  The  U.S., 
Atlantic  Richfield's  President  Thorn- 
ton F.  Bradshaw  said  recendy,  is  "rap- 
idly becoming  a  'have  not'  nation.  We 
are  using  more  oil  and  gas  than  we 
have  been  finding."  Bradshaw  says 
that  in  the  last  three  years  U.S.  re- 
serves of  oil  have  declined.  Domestic 
production,  he  says,  will  soon  plateau 
at  10  million  barrels  a  day.  Even  as- 
suming that  Alaska  will  eventually  be 
able  to  contribute  2  miUion  a  day, 
that  would  mean  that  by  1980  the 
U.S.  would  be  able  to  provide  only 
50%  of  its  own  oil  needs. 

The  oil  companies  think  that  new 
sources  of  crude,  such  as  oil  shale, 
could  reduce  this  gap.  They  also  con- 
cede that  more  imports  will  be  re- 
quired. Imports  will  increase  from  the 
present  27%  to  45%  of  requirements 


by  1980,  says  Milo  M.  Brisco,  presi- 
dent of  Standard  Oil  ( N.J. ) . 

But  the  industry's  major  argument 
is  that  the  investment  climate  for  oil 
must  improve  in  the  U.S.  if  the  indus- 
try is  to  find  more  domestic  oil.  Says 
Te.xaco's  chief  executive,  Augustus  C. 
Long:  "The  return  on  oil  exploration 
is  so  low  it  is  unsatisfactory.  We 
have  to  have  the  economic  incentive 
to  do  more  developing  here."  What 
oilmen  want  is  simple:  higher  prices 
and  more  tax  breaks. 

Walter  Levy,  one  of  the  industry's 
most  respected  consultants,  says  do- 
mestic exploration  may  no  longer  be 
worth  the  cost.  "I  have  serious  doubts 
as  to  whether,  on  an  industry  basis 
and  at  present  co.sts,  a  dollar  spent  in 
new  exploration  in  the  traditional 
areas  of  the  48  states  would  on  a  dis- 
counted cash-flow  basis  ever  be  re- 
covered. In  fact,  at  the  present  level 
of  cost  and  prices,  the  most  profitable 
course  for  the  oil  companies  might  be 
to  liquidate  their  domestic  reserves." 
By  discounted  cash  flow  Levy  means 
the  present  value  of  all  future  income, 
less  expen.ses,  discounted  at  today's 
interest  rates. 

Many  oilmen,  including  Long  of 
Texaco,  also  argue  for  new  tax  bene- 
fits. The  cut  in  the  depletion  allow- 
ance, argues  Long,  was  a  great  mis- 
take. He  would  like  to  see  the  old 
27*2%  figure  restored. 

But  what  the  industry  seems  to  be 
pushing  hardest  for  is  domestic  price 
increases.  Which  could  be  a  problem. 

For  one  thing,  price  increases  by 
any  industry  are  being  met  with  at 
least  some  government  opposition. 
When  Gulf  and  Atlantic  Richfield 
triggered  a  rise  in  crude  piices  of  25 
cents  a  barrel,  or  about  8%,  the  in- 
dustry was  rebuked  by  the  President's 
Coimcil  of  Economic  Advisers. 

For  now,  of  course,  there  remains 
the  possibility  of  opening  the  gates  to 
higher  imports  of  foreign  oil.  Theo- 
retically, this  would  solve  the  shortage 
problem  and  the  price  problem  as 
well,  since  foreign  crude  is  much 
cheaper  to  produce  than  U.S.  crude. 
But  such  a  move  would  further  re- 
duce the  incentive  to  find  oil  in  the 
U.S.  It  would  increase  the  U.S.'  de- 
pendence on  some  highly  volatile 
parts  of  the  world  for  the  very  life 
blood  of  our  industrial  system.  And, 
so  far  as  price  is  concerned,  there  is 
the  virtual  certainty  that  the  oil-pro- 
ducing nations  of  the  world  will  press 
for  more  money  in  exchange  for  what 


IW 
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Windmill   Cap.    Their   use   in 
fhe    U.S.    has    declined   80% 
since    1940,    yet    fhey    are    a 
cheap,     nonpoiiuting     energy 
source.  Should  we  reconsider? 

they  know  we  must  have. 

The  thrust  is  inescapable:  Consid- 
erably higher  prices  loom  for  oil  and 
other  energy  sources.  Walter  Levy 
puts  it  gently:  "The  future  availabili- 
ty of  secure  domestic  oil  reserves  has 
its  price,  which— whether  we  like  it 
or  not— must  be  paid." 

Still,  the  consumerists  have  al- 
ready launched  a  counterattack.  They 
say  the  oil  companies  can  rig  energy 
prices  by  their  increasingly  strong  in- 
fluence over  coal  and  natural  gas  sup- 
plies. Today,  they  point  out  that  an 
estimated  20%  of  the  nation's  coal, 
most  of  its  natural  gas  and  80%  of  its 
uranium  are  produced  by  oil  compa- 
nies. This,  say  the  critics,  permits  the 
oil  companies  to  lift  prices  with  less 
fear  of  being  undercut  by  competi- 
tion. In  .short,  higher  oil  prices  may 
be  justified,  but  they  are  going  to  be 
hard  to  get.   ■ 
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Consumer  Goods 


According  to  the  Profitability 

tables,  this  is  a  great 

business.  But  it  faces  a 

growing  number  of  threats. 

A  few  of  them:  private 

brands,  foreign  competition, 

outside  companies  looking  for 

profitable  diversification. 


Study  the  list  of  the  most  profitable 
companies  rated  in  this  issue  (p.  40). 
Of  the  top  60,  42%  are  manufactur- 
ers of  branded  consumer  goods. 

These  are  firms  whose  most  val- 
uable asset  is  neither  bricks  and  mor- 
tar nor  patents  nor  natural  resources, 
but  something  less  tangible  and  seem- 
ingly more  ephemeral:  an  image  or  a 
reputation  for  producing  a  quality 
product  that  makes  the  consumer 
reach  for  your  product  instead  of  oth- 
er basically  similar  ones. 

This  group  includes  companies 
making  a  great  range  of  branded 
products.  Eastman  Kodak;  Avon  Prod- 


Recenf/y  many  consumer  goods  makers  found  to  iheir  sorrow  that  their  products 
were  less  unique   and  salable   than   they   thought.   Result:   heavy  markdowns. 


acts;  Heublein;  Merck  &  Co.;  Procter 
&  Gamble;  Coca-Cola;  RCA  Corp. 
Each  is  preeminent  in  its  field,  and 
each  iS  profitable  above  all  the  aver- 
ages, because  each  has  persuaded 
consumers  to  buy  its  wares  rather 
than  those  of  competitors. 

Chances  are  that  in  the  Seventies, 
as  in  the  Fifties  and  the  Sixties, 
branded  consumer  goods  will  contin- 
ue to  be  a  highly  profitable  business. 
But  profits  will  be  harder  to  come  by, 
and  some  of  today's  less  astute  brand- 
ed goods  companies  may  not  be 
around  by  the  time  the  decade  ends. 

Last  month  $3.8-billion-sales  J.C. 
Penney,  second-largest  retail  mass  dis- 
tributor after  Sears,  Roebuck,  sharply 
criticized  federal  antidumping  restric- 
tions on  the  import  of  TV  sets  from 
Japan.  Why?  Because  Penney  and 
many  other  mass  distributors  import 
hundreds  of  thousands  of  sets  each 
year  and  -sell  them  with  their  private 
labels  (Penncrest  for  Penney)  on 
them.  Penney  was  also  rufHed  be- 
cause it  is  a  major  apparel  seller,  and 
textile  imports  are  another  target  of 
the  protectionists. 

What  the  Penney  attack  pointed 
up  was  the  growing  use  of  private- 
label  merchandise  by  mass  distribu- 
tors like  Sears,  S.S.  Kresge,  Marcor 
and  Great  Atlantic  &  Pacific.  Over  the 
years  these  companies  have  gotten  an 
ever  increasing  number  of  consumers 
to  buy  their  brands,  rather  than  well- 
advertised  "brand"  merchandise. 

C.W.  Cook,  chief  executive  of 
(Continued  on  page  153) 
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HOUSEHOLD  DURABLES:   Yardsticks  of  Management  Performance 


COMPANY 


PROFITABILITY 


GROWTH 


5-Year 
Return  on  Equity 

-Ranfc- 


Among  All     In  This 
Companies   Industry 


Percent 


Latest 
12-Month 

Return 
on  Equity 

Percent 


5- Year  Return 
on  Total  Capital 

/■ Rank ^ 

Among  All     In  This 
Companies   Industry       Percent 


5- Year  Annual 
Sales  Growth 

^ Rank ^ 

Among  All     In  This 
Companies   Industry       Percent 


5-Year  Annual 
Earnings  Per  Share  Growth 

• Rank \ 

Among  All     In  This 
Companies   Industry       Percent 


Magnavox 

13 

1 

28.7 

15.3 

11 

1 

23.9 

446 

9 

7.3 

403 

8 

0.6 

Zenith  Radio 

48 

2 

21.9 

11.4 

18 

2 

21.9 

617 

13 

2.9 

510 

12 

—5.6 

Black  &  Decker 

72 

3 

19.7 

19.7 

59 

3 

16.3 

136 

4 

15.7 

114 

2 

10.8 

Whirlpool 

89 

4 

18.6 

14.3 

84 

4 

14.7 

128 

3 

16.0 

402 

7 

0.7 

Fedders 

97 

5 

18.1 

23.2 

184 

7 

11.7 

22 

1 

37.2 

6 

1 

39.2 

RCA  Corp 

106 

6 

17.9 

9.5 

176 

6 

11.9 

422 

8 

7.6 

487 

11 

—3.2 

Insiico 

193 

7 

14.6 

13.2 

189 

8 

11.6 

142 

5 

15.5 

343 

5 

2.8 

Motorola 

247 

8 

13.5 

9.3 

218 

9 

11.1 

358 

7 

8.8 

430 

9 

—0.4 

General  Electric 

270 

9 

13.1 

7.1 

236 

10 

10.7 

545 

12 

5.2 

573 

13 

—11.4 

Hoover 

274 

10 

13.0 

12.6 

162 

5 

12.2 

504 

11 

6.0 

283 

4 

4.6 

Singer 

334 

11 

12.1 

11.5 

305 

11 

9.5 

121 

2 

16.3 

379 

6 

1.6 

Westinghouse 

372 

12 

n.4 

10.4 

323 

12 

9.2 

355 

6 

8.9 

246 

3 

5.8 

Sunbeam 

529 

13 

8.5 

8.6 

415 

13 

7.6 

453 

10 

7.1 

472 

10 

—2.4 

Admiral 

631 

14 

3.0 

def. 

623 

14 

3.0 

637 

14 

1.7 

614 

14 

P-D 

Industry  Medians 

14.1 

11.5 

11.7 

8.2 

0.7 

Note:  Explanation  of  Yards 

icit  calci 

ilations  on 

page  70. 

def— Deficit. 

PD  Profit  to  deficit. 
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Wc  keep  track  of  the  best  sites. 


Santa  Fe  is  a  13,000-mile  land  office  stretching 
from  the  Great  Lakes  to  California  and  across  to 
major  areas  of  Texas. 

In  this  progressive  area  we  keep  track  of  all 
the  best  sites  and  you  can  depend  on  us  to  track 
down  facts,  such  as  taxes,  labor,  zoning  and  other 
important  information  needed  to  help  your  com- 
pany decide  on  the  most  effective  place  to  locate 
and  grow. 

Santa  Fe  offers  approximately  48,000  acres  for 


residential,  commercial  and  industrial  devel- 
opment. In  this  vast  acreage  are  37  industrial 
districts  ready  for  location  of  your  plant  or  ware- 
house. 

Call  or  write  our  13,000-mile  land  office  at  80 
East  Jackson  Blvd.,  Chicago,  111.  60604,  phone 
(312)  427-4900.  Just  ask  for  the  Real  Estate  and 
Industrial  Development  Dept.  Other  offices  are  in 
Los  Angeles,  San  Francisco,  Phoenix,  Albuquerque, 
Amarillo,  Dallas,  Houston  and  Topeka. 


2i  K 

SantaFe 


Santa  Fe 


We  helped  build  America.  Now  we  keep  it  moving. 


Santa  Fe's  Passenger  Fleet  for  Western  Travel  •  Chicago-Los  Angeles-SUPER  CHIEF-EL  CAPITAN  •  Chicago-San  Francisco-SAN  FRANCISCO  CHIEF  •  Chicago-Houslon-TEXAS  CHIEF 


Adults  Employed  as 
Professional 
or  Managerial 


FORBES         57.8% 

■ortune  55.4 

Jusiness  Week  47.9 


J.S.  News 
Jewsweek 
rime 

J.S.  Total 


36.4 
28.8 
28.7 

14.2 


Adults  Who  Are 
Professional- 
Managerial 

In-Home  Readers 

FORBES         34.2% 
Fortune  29.8 

Business  Week  26.0 
U.S.  News  23.5 

Time  21.8 

Newsweek  16.8 


Professional- 

Managerials  With 

Individual 

Incomes  of 
$25,000  &  Over 


FORBES         16.7% 

Business  Week   13.5 

Fortune 

U.S.  News 

Newsweek 

Time 


12.6 
8.8 
7.9 
6.1 


U.S.  Total 


4.3 


Professional- 

Managerials 

in  Large  Companies 


FORBES         39.8% 

Fortune  38.6 

Business  Week  35.0 


Newsweek 
Time 
U.S.  News 

U.S.  Total 


26.5 
24.5 
22.5 

24.1 


Adults  With 
Household  Incomes 
of  $15,000  &  Over 


Fortune 
FORBES 

Business  Week 
U.S.  News 
Newsweek 
Time 

U.S.  Total 


56.7% 
54.4% 
41.6 
35.1 
31.1 
30.1 

15.5 


Adults  With 
Household  Incomes 
of  $25,000  &  Over 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Time 
Newsweek 

U.S.  Total 


22.3% 
19.5 
14.0 
12.1 

8.4 

7.7 

3.4 


24  Reasons  why 
FORBES 
is  the  buy 


srcentages  based  on  the  cor>centration  in  each  magazine's  audience 


Forbes 


Adults  Receiving 

Non-Employment 

Income 


FORBES         91.1% 

Fortune  82.8 

Business  Week  69.9 


rime 

J.S.  News 
Newsweek 

U.S.  Total 


67.2 
67.2 
65.9 

59.4 


Adults  Receiving 

Income  From  Stocks 

&/0r  Bonds 


FORBES 

Fortunr? 
Business  Week 
U.S.  News 
Newsweek 
Time 

I'S.  Total 


77.8% 

53.8 
39.1 
36.0 
30.4 
28.0 

14.6 


Adults  Receiving 

Income  From 

Savings  Account 

Interest 


FORBES 

Fortune 
Business  Week 
Newsweek 
Time 
U.S.  News 

U.S.  Total 


78.1% 

61,8 
50.8 
46.6 
46.0 
44.8 

32.3 


Adults  Receiving 

Income  From 

Real  Estate  &/0r 

Insurance 


FORBES 

Fortune 
U.S.  News 
Business  Week 
Newsweek 
Time 

U.S.  Total 


23.7% 

21.6 
21.2 
18.5 
17.8 
15.7 

12.1 


Adults  in  Class  I 

of  Social  Position 

Index 


FORBES 

Fortune 
U.S.  News 
Time 

Newsweek 
Business  Week 

U.S.  Total 


16.1% 
16.0 

9.7 

8.3 

7.7 

7.1 

3.0 


RBES^ 


Adults  Owning 

Homes  Valued 

at  $40,000  &  Over 

FORBES 

23.1% 

Fortune 

17.3 

U.S.  News 

14.0 

Business  Week 

13.3 

Time 

9.3 

Newsweek 

8.6 

U.S.  Total 

4.0 

Forbes 


Adults  Owning 

Corporate  Stocks 

in  Company  They 

Wor*  For 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Newsweek 
Time 

U.S.  TotJl 


27.2% 

19.1 
16.2 

9.8 

7.3 

6.2 

3.2 


Adults  Owning 

Corporate  Stocks 

in  Other  Companies 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Newsweek 
Time 

U.S.  Total 


58.6% 

45.7 
29.7 
25.5 
21.8 
20.8 

10.2 


Adults  Who 
Personally  Bought 

Stocks  in  Other 
Companies  in  the 

Past  Two  Years 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Newsweek 
Time 

U.S.  Total 


56.5% 
38.4 
24.6 
19.1 
15.0 
14.8 

6.7 


Adults  Owning 

Securities  Valued 

at  $100,000  &  Over 


FORBES 

Fortune 
Business  Week 
U.S.  News 
Newsweek 
Time 

U.S.  Total 


6.3% 

3.8 

1.7 

1.7 

1.0 

1.0 

.4 


Adults  Involved  in 

One  or  More  Public 

Activities 


FORBES         98.5% 

Fortune  93.2 

Business  Week  92.3 


U.S.  News 
Newsweek 
Time 

U.S.  Total 


92.3 
88.8 
87.4 

81.3 


Adults  Who 

Currently  Belong  to 

a  Country  Club 


FORBES 

Fortune 
Business  Week 
Newsweek 
U.S.  News 
Time 

U.S.  Total 


13.6% 

10.7 
10.5 

7.1 

6.8 

6.3 

3.0 


FORBES  magazine  readers 
don't  just  own  American  business. 
They  run  it. 

Forbes:  capitalist  tool 


Data  Source:  W.  R.  Simmons  &  Associates  Research,  Inc.  "Selective  Markets  and  the  Media  Reaching  Them"  1970 


Adults  Owning  1968 

or  Newer  Car 

FORBES 

44.7% 

Fortune 

35.2 

Business  Week 

32.3 

Newsweek 

31.3 

U.S.  News 

30.9 

Time 

29.3 

U.S.  Total 

21.4 

Adults  Owning  Two 
or  More  Cars 
Bought  New 


FORBES         38.5% 

Fortune  33.7 

U.S.  News  24.7 

BusinessWeek   21.9 
Newsweek  20.8 

Time  20.0 


U.S.  Total 


10.8 


Adults  Owning  Three 
or  More  New  Cars 
in  Past  Seven  Years 


FORBES         37.6% 

Fortune  27.3 

Newsweek  23.0 

Business  Week  22.1 
Time  20.1 

U.S.  News  19.9 


U.S.  Total 


12.7 
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Adults  Owning  Cars 

Valued  at  $4,301  or 

More  Bought  New 

FORBES 

5.7% 

Fortune 

2.9 

U.S.  News 

2.8 

Newsweek 

1.9 

Time 

1.9 

Business  Week 

1.8 

U.S.  Total 

1.2 

Adults  Owning  One 
or  More  Credit  Cards 


FORBES         84.7% 
Fortune  83.9 

Business  Week   74.0 
U.S.  News 


Newsweek 
Time 

U.S.  Total 


73.1 
70.6 
68.7 

58.4 


Adults  Owning  a 

Currently  Valid 

Passport 


FORBES         20.8% 

Fortune  17.0 

Business  Week   10.4 
Time 

U.S.  News 
Newsweek 


9.2 
8.6 
8.3 


U.S.  Total 


4.4 


We've  evolved  a 
new  kind  of  brain  cell. 


The  seven  men  around  this  table 
in  Hong  Kongare  nationals  of  six 
different  countries. 

Two  of  these  men  are  experts  in  com- 
munications technology.  Four  have 
broad  experience  in  such  areas  as 
manufacturing,  international  finance, 
on-the-job  training,  international  law. 

And  since  they're  discussing  a  com- 
munications network  for  a  Far  East 
country,  one  man  is  an  expert  on  that 
country's  problems  and  goals. 

These  men  make  up  what  we  call 
a  "brain"  or  management  ceil— a 
group  with  a  unique  approach  to 
problem-solving. 

Our  "most  valuable  asset" 

Next  month  some  of  these  same 
men  may  be  part  of  another  group- 
larger  or  smaller— that  will  work  on 


Europe's  need  for  more  hotels  in  the 
age  of  the  jumbo  jet.  Or  how  better  to 
train  poorly  educated  Americans  so 
that  they  can  get  and  hold  jobs. 

Multiply  this  group  of  seven  by  four 
hundred  and  you  have  an  idea 
of  why  our  worldwide  management 
group  has  been  described  by  an 
independent  financial  analyst  as  our 
"most  valuable  asset." 

New  training  methods 

Because  we're  in  fields  as  diverse 
as  home  building  and  satellite  com- 
munications, we've  had  to  develop 
new  executive  training  programs. 

One  of  our  key  programs  centers 
around  an  intensive  3-day  workshop 
where  executives  improve 
their  ability  to  function  effectively  as 
members  of  ad  hoc  working 


groups.  Here  executives  sharpen  their 
skills  by  bringing  them  to  bear 
on  problems  that  parallel  those  they 
face  in  everyday  work. 

ITT  and  you 

Business  Week  magazine  has  stated 
editorially:  "The  great  corporation  is 
perhaps  the  most  effective  device  ever 
invented  for  getting  things  done  in  a 
free  society.  When  there  are  jobs  to  be 
done,  the  American  people 
turn  instinctively  to  the  corporations 
to  do  them." 

But  before  anything  worthwhile  can 
happen,  there  must  first  be  men,  like 
ours,  who  can  make  the  most  efficient 
and  resourceful  use  of  available 
money,  material  and  manpower.  Which 
results  in  better  products  and 
services— and,  in  the  long  run,  a  safer, 
more  comfortable  life  for  you  and 
people  everywhere. 

International  Telephone  and 
Telegraph  Corporation,  320  Park  Ave., 
New  York,  New  York  10022. 


ITT 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


--.^ 


L 


< 


{Continued  from  page  148) 
packaged  goods  producer  General 
Foods  and  a  director  of  Whirlpool 
(manufacturer  of  many  Sears  appli- 
ances) says:  "Sears— and  others— have 
done  a  remarkable  job  of  building  up 
their  own   brand  image.   Why,   their 


Consumer  product  firms  fhai  once  hod 
seemingly  impregnable  posifions  in 
items  like  cereal  and  soap  now  face 
growing  competition  and  enjoy  Utile 
growth.  One  offset:  growth  in  pet  foods. 


line  of  Kenmore  washing  machines 
alone  is  a  stunning  example  of  their 
ability  to  establish  their  own  identity." 

Right  now  Sears  is  trying  to  do 
much  the  same  in  T\'  and  other  appli- 
ances, soft  goods,  furniture,  soaps  and 
gasoline.  So  are  many  other  mass  dis- 
tributors, including  .A&P. 

Consumer  goods  makers  feel  forced 
to  sell  major  parts  of  their  product 
lines     to     these     retailers,     even     if 


it  means  lower  profit  margins.  Even 
GE  makes  major  appliances  for  Pen- 
ney to  sell  under  the  Penne\'  name. 

If  that  weren't  enough  of  a  head- 
ache, intramural  competition  is  in- 
creasing faster  than  new  opportuni- 
ties open  up.  More  and  more  one  big 
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Among  All 

In  This 

COMPANY 

Companies 

Induitrf 

Percent 

Percent 

Companies 

Industry 

Percent 

Companie 

>   Industry 

Percent 

Companies  1 

ndustry 

Percent 

Heublein 

8 

1 

31.8 

24.2 

51 

3 

16.9 

85 

1 

18.4 

70 

5 

13.7 

Coca-Cola 

15 

2 

27.5 

27.1 

8 

1 

26.2 

247 

11 

11.3 

101 

9 

11.7 

Kellogg 

38 

3 

22.8 

21.6 

19 

2 

21.8 

381 

20 

8.3 

231 

22 

6.3 

PepsiCo 

66 

4 

20.1 

18.7 

54 

4 

16.6 

145 

4 

15.3 

153 

13 

9.2 

Anheuser-Busch 

121 

5 

17.0 

20.1 

158 

14 

12.2 

194 

8 

13.1 

33 

3 

18.7 

General  Foods 

132 

6 

16.7 

15.8 

78 

6 

15.0 

479 

25 

6.6 

278 

26 

4.7 

General  Mills 

139 

7 

16.4 

15.4 

180 

17 

11.8 

187 

7 

13.5 

186 

17 

7.7 

Carnation 

162 

8 

15.5 

14.8 

171 

16 

12.0 

386 

21 

8.2 

73 

6 

13.3 

Ralston  Purina 

165 

9 

15.4 

17.3 

196 

18 

11.5 

317 

16 

9.6 

129 

11 

10.3 

Beatrice  Foods 

176 

10 

15.1 

15.2 

75 

5 

15.1 

152 

6 

14.8 

194 

18 

7.5 

Standard  Brands 

178 

11 

15.0 

14.7 

159 

15 

12.2 

451 

23 

7.1 

233 

23 

6.3 

CPC  International 

180 

12 

15.0 

14.8 

205 

20 

11.3 

478 

24 

6.6 

401 

30 

0.7 

National  Biscuit 

181 

13 

15.0 

12.0 

156 

13 

12.3 

605 

37 

3.4 

488 

35 

—3.3 

Consolidated  Foods 

186 

14 

14.8 

13.6 

141 

9 

12.6 

151 

5 

14.9 

110 

10 

11.3 

Ward  Foods 

188 

15 

14.7 

6.6 

263 

23 

10.2 

126 

2 

16.1 

18 

2 

23.0 

Pabst  Brewing 

197 

16 

14.6 

12.3. 

108 

8 

13.6 

516 

30 

5.9 

156 

14 

9.1 

Campbell  Taggart 

216 

17 

14.1 

13.1 

143 

10 

12.5 

494 

27 

6.2 

253 

24 

5.6 

Hiram  Walker 

232 

18 

13.8 

13J 

99 

7 

13.8 

498 

28 

6.1 

213 

20 

6.8 

Hershey  Foods 

239 

19 

13.7 

10.7 

146 

12 

12.4 

313 

15 

9.6 

543 

37 

—8.2 

Quaker  Oats 

258 

20 

13.2 

14.0 

204 

19 

11.3 

499 

29 

6.1 

93 

8 

12.1 

Kraftco 

294 

21 

12.7 

12J 

228 

22 

10.9 

530 

31 

5.6 

302 

28 

4.0 

Campbell  Soup 

297 

22 

12.6 

13.4 

145 

11 

12.4 

485 

26 

6.4 

269 

25 

5.0 

Norton  Simon 

308 

23 

12.5t 

14.0 

446 

30 

7.2t 

583 

36 

4.5 

67 

4 

13.9 

Jos  Schlitz  Brewing 

316 

24 

12.4 

15.1 

209 

21 

11.2 

224 

9 

12.0 

77 

7 

13.1 

Pillsbury 

368 
375 

25 
26 

11.4 
11.3 

12.0 
8.2 

328 

24 

9.1 

375 

19 

8.4 

197 

19 

7.3 

Del  Monte 

337 

25 

8.9 

340 

17 

9.1 

481 

34 

—2.9 

H  J  Heinz 

390 

27 

11.0 

10.9 

386 

26 

8.1 

289 

13 

10.2 

130 

12 

10.3 

Amstar 

446 

28 

9.9 

12.1 

510 

35 

6.3 

563 

34 

4.9 

306 

29 

3.9 

Natl  Distil  &  Chem 

455 

29 

9.7 

8.4 

530 

36 

6.0 

579 

35 

4.6 

406 

31 

0.5 

Fairmont  Foods 

474 

30 

9.4 

10.6 

407 

27 

7.8 

343 

IS 

9.0 

409 

32 

0.3 

Borden 

511 

31 

8.9 

8.1 

420 

28 

7.5 

552 

32 

5.1 

480 

33 

—2.8 

DiGiorglo 

511 

31 

8.9 

10.0 

481 

34 

6.6 

263 

12 

10.9 

288 

27 

4.5 

Castle  &  Cooke 

516 

33 

8.8 

9.0 

437 

29 

7.3 

235 

10 

11.6 

181 

16 

7.9 

Distillers  Corp-Seag 

522 

34 

8.7 

8.8 

459 

32 

7.0 

435 

22 

7.5 

225 

21 

6.6 

Pet 

527 

35 

8.6 

9.7 

458 

31 

7.0 
6.7 

303 
557 

14 
33 

9.8 
5.0 

160 
514 

15 
36 

8.7 

Stokely-Van  Camp 

548 

36 

8.0 

4.8 

477 

33 

—5.9 

American  Bakeries 

620 

37 

4.5 

def. 

616 

37 

3.6 

608 

38 

3.2 

614 

38 

P-0 

Libby  McNeill  &  Lib 
United  Brands 

632 

38 

2.5 

CO 

def. 
2.2 

626 

38 

2.2 

612 
143 

39 
3 

3.1 
15.4 

614 
5 

38 

1 

P-D 

42.1 

Industry  Medians 


13.5 


12.3 


n.3 


8.3 


6.8 


ISote:  Explanation  of  Yardstick  calculations  on  page  70.         tThreeyear  average. 


•Not  available;  not  ranked.        def.— Deficit. 


PD  Profit  to  deficit. 
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Let  a  New  Yorker  tell  you 
about  Panama  City,  Florida. 

Kenneth  J.  Covey,  general  manager  of  Teledyne-Continental  Cast- 
ings in  Panama  City,  hails  from  New  York.  His  modern  plant  employs 
automated  cold-chamber,  die-casting  machines  to  produce  alumi- 
num parts  for  the  manufacturers  of  Homelite  power  saws,   Ryan 
Firebee   drone   rockets   and   Continental   aircraft  engines,   among 
others.  The  new  factory  features  one  of  the  most  complete  alumi- 
num heat-treating  rigs  south  of  the  Mason-Dixon.  And  important  to 
its  growth,  Teledyne-Continental   Castings  prospers   in  an  atmo- 
sphere of  city  co-operation,  a  favorable  tax  structure,  good  trans- 
portation media,  excellent  labor  and  recruiting 
opportunities  and  an  abundance  of  sunshine. 
Mr.  Covey  solicits  your  casting  business 
.  .  .  and  is  ready  to  recommend  his  new 

homeland  to   plant  locaters.   For  a       ^0F^      CohtffiBnisI 
chat  on  either  subject,  call  him  at      -^^   mochr. T9KHao-|<M*<3tftn bi<oin{ 
(904)785-1555.  .^r  300  MP>l>ll^OO  «*M 

Warfield  Bennett 

Panama  City  Committee  of  100 

P.  0.  Box  1850 

Panama  City,  Florida  32401 


PANAMA 
CITY"^ 


Thii  adverinemenl  is  neither  an  ofjet  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


684,873  Shares 

Liberty  Homes,  Inc. 

Common  Shares 

($1  Par  Value) 


Price  $18.50  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  Underwriters 

only  in  stales  in  which  such  Underwriters  are  qualified  to  act  as  dealers 

in  securities  and  in  which  the  Prospectus  may  be  legally  distributed. 


Dean  Witter  &  Co. 

Incorporated 


BIyth  &  Co.,  Inc. 
Goldman,  Sachs  &  Co. 


duPont  Glore  Forgan 

Incorporated 

Homblower  &  VVeeks-Hemphill,  Noyes 


Kidder,  Peabody  &  Co. 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis       Smith,  Barney  &  Co.       Bache  &  Co. 

Incorporated  Incorporated  Incorporated 

Detember  9   1970 


—  35- 


—  30 


BETTING 
ON  THE  FUTURE 

In  the  highly  profitable  con- 
sumer goods  industry,  most 
stocks  sell  at  premium  prices 
t.0  the  overall  market.  Three 
groups,  cosmetics,  soft  drinks 
and  drugs,  even  sell  in  the  lofty 
heights  of  the  office  equipment 
stocks.  Big  question;  Are  con- 
sumer goods  companies  likely 
to  command  such  premiums  in 
the  future? 


Source:  Standard  &  Poor's 
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company  is  moving  into  another  big 
company's  back  yard.  Procter  &  Gam- 
ble has  gone  into  coffee,  toiletries  and 
consumer  paper  products.  Colgate  has 
done  the  same  on  a  smaller  scale.  Gil- 
lette, in  turn,  has  invaded  the  cosmet- 
ics and  toiletiies  market,  traditional 
P&G  and  Colgate  strongholds. 

General  Foods  is  moving  into  cos- 
metics, games  and  convenience  foods. 
Paper  companies  like  Scott  and  Kim- 
berly-Clark have  moved  into  dispos- 
able diapers.  Bristol-Myers  is  in  ev- 
erything from  dietary  foods  to  wigs  to 
toiletries  and  ethical  drugs.  Most  to- 
bacco and  beverage  companies  are 
moving  into  other  branded  goods. 

One  obvious  result  of  all  this  com- 
petition is  that  the  returns  aren't  as 
gilt-edged  as  they  were.  Color-TV 
companies  and  white-goods  makers 
have  found  that  out  for  sure  in  the 
last  two  years:  While  the  household 
durables  rank  a  high  14.1!?  in  five- 
year  return  on  equity,  their  earnings- 
per-share  growth  is  a  slim  0.1% 

Foreign  competition  in  T\',  appli- 
ances and  textile  apparel  has  mounted 
until  it  has  become  a  siege.  While  lit- 
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tie  competition  has  come  in  white 
goods  and  drugs  and  cosmetics  so  far, 
even  that  could  begin  to  change  over 
the  next  five  years.  Just  last  Novem- 
ber a  Japanese  cosmetics  company  an- 
nounced its  plan  to  begin  marketing 
cosmetics  in  the  U.S. 

Clearly,  in  this  kind  of  atmosphere 
it  will  no  longer  be  enough  just  to 
make  good  products;  you  will  need  a 
unique  product,  or  at  least  a  unique- 
seeming  product.  In  TV  sets,  Magna- 
vox,  by  restricting  distribution  and  by 
emphasizing  the  furniture  aspect  of 
its  products,  has  captured  a  small  but 
ven.  profitable  part  of  the  highU'  com- 
petitive TV  set  market. 

That  this  approach  is  quite  profit- 
able is  proved  by  the  Forbes  Yard- 
sticks. Despite  1970's  disastrous 
downturn  in  color-TV  sales,  Magna- 
vox'  five-year  average  return  on  equi- 
ty is  a  sparkling  28.7!?. 

Specfa/isfs  in  Success 

What  Magnavox  has  succeeded  in 
doing  in  television,  other  consumer 
goods  makers  have  done  in  their 
fields.  The  Forbes  Yardsticks  for  five- 
year  return  on  equity  show  this.  Fed- 
ders  (18.1%)  in  air  conditioners;  Jona- 
than Logan  (26.9'?)  in  women's  ap- 
parel; Melville  Shoe  (31.8;?)  in  shoes 
and  apparel;  Eastman  Kodak  (2.5.7'0 
and  Polaroid  (26.9%)  in  photography; 
.Avon  (41.8%)  in  cosmetics. 

So  has  Heublein  (31.8%),  a  liquor 
<.ompany  that  has  not  only  anticipat- 
ed consumer  wants  but  has  been  in- 
strumental in  helping  to  create  them: 
It  built  vodka  from  nothing  into  a 
leading  national  drink. 

General  Foods,  whose  traditional 
coffee  and  cold  cereals  markets  have 
somewhat  stagnated  in  recent  years, 
has  nevertheless  prospered  by  intro- 
ducing a  steady  stream  of  new  prod- 
ucts—and merchandising  them  suc- 
cessfully. General  Mills  has  had  an 
outstanding  success  in  moving  froiri 
heavy  dependence  on  commo(lit\ 
products  (like  flour)  into  consumer 
branded  goods  (like  convenience 
foods)  and  even  toys  and  games. 
Meanwhile,  Libby,  McxNeill  &  Libby 
and  Stokely-Van  Camp  had  stagnated 
or  lost  ground.  But  even  these  compa- 
nies have  tried  to  make  changes, 
though  with  poor  results  so  far. 

Nowhere  is  aggressive  merchandis- 
ing put  to  better  use  than  at  Procter 
&  Gamble.  The  two  key  markets 
which  it  dominates,  soap  and  tooth- 
paste, don't  grow  very  rapidly,  and 
the  cost  of  defending  such  markets 
goes  up  every  year.  What  did  P&G 
do?  It  moved  aggressively  into  the  dis- 
posable diaper  market  about  4/2  years 
ago.  A  number  of  well-known  compa- 
nies were  in  the  market.  But  they 
failed  to  appreciate  its  potential.  One 
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If  youVe  looking  to  Virginia,  North  Carolina, 
South  Carolina,  Georgia,  Alabama  or  Florida,  you've 
come  to  the  right  place. 

We  have  computerized  site  data  information 
available  on  over  2,000  potential  locations,  including  deep 
water  sites  and  over  14,000  acres  of  SCL-owned  land. 

Just  write  (in  confidence)  to:  flM/ 

J.R.  LeGrand,  Asst.  Vice  President,  Industrial  Smm 
Development,  Seaboard  Coast  Line  Railroad,  ^w^ 
Jacksonville,  Fla.  32202. 


SEABOARD 
COASTLINC 
RAILROAD 


Do  you  knoNA/ 

any  young  man 

who  plans  to  be  important 

in  business 

NA/ho  does  not  read 

FORBES  IVIagazine? 


Forbes:  capitalist  tool 

155 


Of  Animals  And  Money.  Some  claim  that  TV  is  losing 
its  clout.  But  as  Jack  Dreyfus  knows,  the  clearly  con- 
ceived TV  campaign  is  still  a  superb  way  of  selling. 
Some  15  years  ago  the  Dreyfus  lion  became  one  of 
the  first  ways  of  selling  a  mutual  fund  on  television, 
without    violating    strict    SEC    regulations.    Today,    be- 


cause of  the  lion,  Dreyfus  Fund  is  one  of  the  best 
known  around.  Last  year  Dreyfus,  a  member  of  the 
New  York  Racing  Association,  sensed  the  impact  the 
recession  might  have  on  betting.  So  he  asked  its 
ad  agency  to  promote  the  thoroughbred  horse,  and 
last  year  the   New  York   tracks  set  a   betting  record. 


example:   Drugstores  were   their  pri- 
mary sales  outlet. 

Along  came  P&G,  which  aggres- 
sively pushed  the  medical  profession 
to  recommend  disposable  diapers.  It 
also  pushed  its  Pampers  into  the  su- 
permarket  and    displa>ed    them    near 


the  baby  foods.  Result:  More  and 
more  women  switched  to  disposables, 
mainly  P&G's  Pampers.  Now  P&G 
dominates  a  rapidly  growing  S200- 
million-a-year  business. 

Still  another  measure  of  the  pres- 
sure on  consumer  goods  companies  is 


a  shift  in  advertising.  Today  many  tra- 
ditional big  advertisers  aren't  spend- 
ing as  much  proportionately  as  they 
once  did.  Advertising  Age's  list  of  ten 
largest  advertisers  indicates  the  shift. 
Less  than  five  years  ago  the  list  con- 
tained   onlv   consumer   goods   compa- 
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Earnings  Par  Share  Growth 

^ Rank ^ 

Among  All     In  This 
Companies  Industry       Percent 


Rapid-American 

2 

1 

41.7 

24.9 

248 

7 

10.5 

33 

1 

31.0 

346 

11 

2.5 

Melville  Shoe 

9 

2 

31.8 

27J 

14 

1 

22.5 

164 

5 

143 

38 

1 

17.9 

Jonathan  Logan 

17 

3 

26.9 

18.7 

60 

2 

16.1 

260 

13 

11.0 

134 

4 

10.0 

Indian  Head 

52 

4 

21.5 

17.3 

292 

10 

9.8 

99 

2 

17.5 

151 

5 

9.4 

U  S  Shoe 

148 

5 

16.1 

13.0 

72 

3 

15.2 

132 

4 

15.9 

315 

10 

3.7 

Kellwood 

150 

6 

16.0 

12.4 

120 

6 

13.2 

202 

9 

12.5 

310 

9 

3.8 

Brown  Shoe 

195 

7 

14.6 

10.5 

107 

4 

13.6 

375 

15 

8.4 

422 

17 

—0.1 

Hart  Schaffner  Mani 

203 

8 

14.5 

9.7 

112 

5 

13.5 

117 

3 

16.5 

294 

8 

\2 

Interco 

222 

9 

14.1 

14.4 

256 

8 

104 

222 

11 

12.0 

48 

2 

16.0 

Kayser-Roth 

261 

10 

13.2 

9.8 

332 

13 

9.0 

176 

7 

13.9 

360 

13 

2.2 

Genesco 

264 

11 

13.1 

8.0 

297 

11 

9.7 

235 

12 

11.6 

522 

19 

—6.1 

Cluett,  Peabody 

289 

12 

12.7 

9.9 

261 

9 

103 

168 

6 

14.2 

414 

16 

0.1 

Burlington  Industs 

309 

13 

12.5 

103 

319 

12 

93 

459 

17 

7.0 

400 

15 

0.8 

SCOA  Industries 

324 

14 

12.2 

13.3 

367 

17 

8.4 

593 

23 

4.2 

104 

3 

11.6 

Warnaco 

369 

15 

lU 

6.0 

354 

16 

8.7 

196 

8 

13.1 

567 

21 

—10.7 

Kendall 

398 

16 

10.9 

9.4 

344 

14 

8.8 

433 

16 

7.5 

353 

12 

2.4 

United  Merch  &  Mfrs 

453 

17 

9.7 

6.6 

409 

20 

7.7 

564 

19 

4.9 

485 

18 

—32 

Simmons 

497 

!8 

9.1 

9.5 

383 

19 

8.2 

326 

14 

9.4 

287 

7 

4.5 

West  Point-Pepperell 

507 

19 

8.9 

4.6 

348 

15 

8.8 

607 

24 

3.2 

581 

22 

—13.1 

Cannon  Mills 

538 

20 

8.2 

6.6 

381 

18 

8.2 

631 

26 

2.0 

526 

20 

—63 

J  P  Stevens 

563 

21 

7.5 

3.1 

527 

22 

6.1 

581 

21 

4.6 

592 

24 

-173 

Mohasco  Industries 

570 

22 

7.2 

6.7 

522 

21 

6.1 

218 

10 

122 

391 

14 

1.1 

M  Lowenstein  &  Sons 

585 

23 

6.4 

6.5 

578 

23 

5.0 

513 

18 

5.9 

245 

6 

5.8 

Dan  River 

617 

24 

4.6 

del. 

606 

25 

42 

578 

20 

4.7 

614 

26 

P^ 

Cone  Mills 

618 

25 

4.6 

33 

601 

24 

4.4 

624 

25 

2.4 

588 

23 

-15.1 

Springs  Mills 

630 

26 

3.2 

2.8 

621 

26 

3.2 

581 

21 

4.6 

593 

25 

—18.1 

Industry  Medians 

12.4 

9.6 

8.9 

10.2 

1.7 

Note:  Explanation  of  Vardstick  calculations  on 

page  70 

def. -Deficit 

PD  Profit  to  deficit. 
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The  Executive  Coach  Seat 


Nearly  as  wide  as  First  Class. 
With  leg-room  just  an  inch  less 
than  First  Class. 

It's  United's  5-across  Coach. 
On  our  transcontinental  nonstops 
between  New  York  and  Los  Ange- 
les, San  Diego,  and  San  Francisco. 
And  Chicago  and  Los  Angeles. 

The  seat  you  sit  in  is  wider — 
and  stays  wider — even  when  the 
plane  is  full.  (Your  comfort  should 
never  be  a  sometimes  thing.) 

We  take  the  same  approach  to 


our  meal  service.  It's  the  best,  not 
the  most. 

Our  choice  of  entree  always 
indudes  prime  filet  steak. 

Our  champagne  is  the  same 
served  in  U.S.  embassies.  And  at 
$1  a  split,  an  honest  bargain. 
Ditto  our  dinner  wines. 

And  we  pour  two  of  the  world's 
most  expensive  liqueurs  after 
dinner — again,  for  just  $1. 

Like  everybody  else,  we  have 
mints  and  refresher  towels.  And 


wide-screen  films  at  night. 

But  our  8  channels  of  audio 
entertainment  are  a  whole  lot 
more  than  slapping  a  needle  on  a 
record.  There's  exclusive,  expert 
commentary,  too.  Whether  it's  a 
sports  interview  or  remarks  on  a 
stereo  classical  masterpiece. 

We  don't  claim  our  5-across 
Coach  will  make  you  forget  our 
First  Class. 

But  you  won't  miss  it  quite  as 
much. 


The  friendly  skies. 

When  you're  friendly  you  do  things  for  people. 


United 
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nles  or  diversified  companies  with  ma- 
jor consumer  divisions.  Today  RCA 
and  General  Electric  have  dropped 
off  the  list  and  have  been  replaced 
by  Sears,  Roebuck  and  American 
Telephone  &  Telegraph.  While  auto 
companies  are  still  on  the  Hst,  they 
have  reduced  national  advertising 
oudays.  The  big  food  and  soap  com- 
panies have  barely  increased  their  na- 
tional ad  oudays  in  recent  years. 

Some  of  the  ad  money  has  been 
shifted  not  only  to  local  and  regional 
markets  in  an  attempt  to  give  sales  a 
stronger  push,  but  to  other  forms  of 
promotion.  For  example,  Bristol-Myers' 
ad  spending  peaked  in  1966  at  $140 
million,  even  though  sales  have  since 
increased  by  over  one-third.  B-M,  the 
country's  sixth-largest  ad  spender,  has 
shifted  some  of  this  money  into  other 


areas  of  marketing.  Says  Chairman 
Gavin  K.  MacBain,  "Our  overall  pro- 
motion, which  includes  samphng, 
cents-off  deals  and  other  marketing 
techniques,  has  tended  to  hold  fair- 
ly constant  at  around  32^  to  33^  of 
consumer  division  sales." 

One  of  the  reasons  cited  for  the 
shift  to  local  or  specialized  market 
advertising  is  a  euphemism  called 
"segmentation."  As  President  Robert 
Marker  of  ad  agency  McCann-Erick- 
son  puts  it,  "It's  using  the  rapier  in- 
stead of  the  shotgun."  While  that  may 
be  true  in  some  cases,  for  many  com- 
panies it  seems  to  be  a  defensive  move 
forced  upon  them  by  the  rising  costs 
of  national  advertising,  which  makes 
it  more  expensive  to  bring  new  prod- 
ucts to  market. 

In    the    Seventies,    moreover,    the 


consumer  goods  companies  will  have 
to  deal  with  powerful  new  forces,  con- 
sumerism and  the  public  interest  in 
ecology.  The  possible  pitfalls  are 
many.  They  have  already  trapped  GE 
in  color  TV;  some  drug  companies 
have  had  to  take  drugs  off  the  mar- 
ket because  of  side  effects;  a  number 
of  food  and  beverage  companies  have 
been  caught  with  excessive  cyclamate 
stocks.  Now  pressure  is  building  to 
remove  nonbiodegradable  detergents 
from  supermarkets. 

In  an  increasingly  sophisticated  so- 
ciety, the  job  of  selling  and  distribu- 
tion will  be  increasingly  diflBcult.  The 
me-tooers,  the  companies  with  limited 
product  hues  and  no  special  markets, 
will  face  tough  sledding. 

The  profits  are  going  to  come  hard- 
er and  harder.  ■ 


PERSONAL  GOODS:  Yardsticks  of  Mad 


PROFITABILITY 


GROWTH 


5-Year 
Return  on  Equity 

-Rank- 


COMPANY 


Among  All     In  This 
Companies  Industry 


Pafceni 


Latest 
I2-Manth 

Return 
on  Equity 

Percent 


5-Year  Return 
on  Total  Capital 

Among  All     In  This 
Companies   Industry       Percent 


5-Year  Annual 
Sales  Growth 

-Rank- 


5- Year  Annual 
Earnings  Per  Share  Growth 

Rank \ 


Among  All     In  This 
Companies  Industry 


Percent 


Among  All    In  This 
Companies  Industry 


Percent 


Avon  Products 

1 

1 

41^ 

39.1 

1 

1 

38.1 

137 

4 

15.7 

64 

6 

14.0 

Gillette 

6 

2 

33.0 

27.5 

3 

2 

29.4 

182 

10 

13.7 

161 

17 

8.6 

Amer  Home  Products 

7 

3 

3U 

31.2 

6 

5 

27.6 

315 

21 

9.6 

147 

14 

9.5 

Smith  Kline  &  French 

12 

4 

29J 

24J 

4 

3 

29.1 

472 

31 

6.7 

395 

33 

1.0 

Merck 

14 

5 

284 

26.4 

5 

4 

28.0 

161 

9 

14.4 

128 

12 

10.3 

Polaroid 

18 

6 

26.9 

13.9 

7 

6 

26.9 

154 

6 

14.7 

86 

8 

12.5 

Eastman  Kodak 

21 

7 

25.7 

20.0 

9 

7 

24.8 

240 

17 

11.4 

150 

15 

9.4 

Sterling  Drug 

26 

8 

24.8 

22.7 

20 

9 

21.6 

280 

20 

10.4 

168 

19 

8.4 

Bristol-Myers 

30 

9 

24.0 

2U 

26 

10 

20.7 

211 

15 

12.4 

108 

9 

11.3 

Eli  Lilly 

35 

10 

23.5 

23.8 

12 

8 

22.7 

198 

13 

13.0 

42 

4 

•17.0 

Chesebrough-Pond's 

41 

11 

22.6 

21.9 

34 

12 

18.8 

215 

16 

12.3 

125 

11 

10.4 

Warner-Lambert 

49 

12 

21.7 

20.1 

32 

11 

19.2 

139 

5 

15.6 

145 

13 

9.6 

Revlon 

75 

13 

19.4 

18.0 

68 

16 

15.5 

430 

27 

7.5 

193 

22 

7.5 

Philip  Morris 

76 

14 

19.3 

21.5 

159 

24 

122 

160 

8 

14.5 

25 

2 

20.4 

R  J  Reynolds  Inds 

84 

15 

18.8 

21.6 

52 

13 

16.7 

444 

28 

7.3 

243 

27 

5.9 

Procter  &  Gamble 

109 

16 

17.8 

18.1 

76 

18 

15.1 

403 

26 

8.0 

111 

10 

11.3 

Pfizer 

110 

17 

17.7 

16.1 

65 

14 

15.9 

334 

22 

9.2 

208 

24 

7.0 

Loew's 

113 

18 

17.5 

15.2 

233 

30 

10.8 

18 

1 

48.4 

1 

1 

49.3 

Johnson  &  Johnson 

130 

19 

16.8 

17.1 

66 

15 

15.8 

265 

18 

10.7 

40 

3 

17.3 

Miles  Laboratories 

134 

20 

16.6 

13.6 

169 

25 

12.0 

103 

3 

17.0 

195 

23 

7.4 

Abbott  Laboratories 

144 

21 

16.2 

16.5 

89 

20 

14.2 

197 

12 

13.0 

165 

18 

8.6 

Richardson-Merrell 

167 

22 

15.3 

16.0 

82 

19 

14.7 

209 

14 

12.4 

158 

16 

9.0 

Upjohn 

168 

23 

15.2 

14.3 

71 

17 

15.2 

268 

19 

10.6 

387 

32 

1.3 

Amer  Hospital  Supply 

184 

24 

14^ 

10.1 

104 

21 

13.7 

75 

2 

19.3 

46 

5 

16.1 

Purex 

209 

25 

14J 

10.5 

126 

22 

13.0 

189 

11 

13.3 

364 

31 

2.1 

Morton-Norwich  Prod 

214 

26 

14.2t 

14.1 

198 

27 

11.5t 

338 

23 

9.2 

190 

21 

7.6 

American  Brands 

217 

27 

14.1 

14.8 

193 

26 

11.6 

156 

7 

14.5 

223 

25 

6.7 

Squibb  Beech-Nut 

?1<3 

28 

14.1 

15.3 

154 

23 

12.3 

456 

29 

7.1 

251 

28 

5.7 

American  Cyanamid 

263 

29 

13.1 

12.7 

202 

28 

11.3 

519 

34 

5.8 

433 

36 

—0.6 

Colgate-Palmolive 

296 
352 

30 
31 

12.7 

12.7 

229 

29 

10.9 

481 

32 

6.5 

177 

20 

8.0 

Scott  Paper 

11.6 

11.1 

311 

33 

9.4 

362 

24 

8.8 

397 

35 

0.9 

Bell  &  Howell 

372 

32 

11.4 

8.1 

303 

32 

9.5 

395 

25 

8.1 

303 

29 

3.9 

Parke,  Davis 

396 

33 

10.9 

7.9 

253 

31 

10.4 

548 

36 

5.2 

570 

37 

—10.9 

Kimberly-Clark 

470 

34 

9.5 

8.2 

397 

34 

7.9 

469 

30 

6.8 

396 

34 

0.9 

General  Cigar 

491 

35 

92 

11.3 

546 

37 

5J 

532 

35 

5.5 

68 

7 

13.8 

Ligget  &  Myers 

541 

36 

8.1 

9.0 

398 

35 

7.9 

568 

37 

4.8 

331 

SO 

3.1 

Havatampa  Cigar 

544 

37 

8.0 

9.4 

401 

36 

7.9 

496 

33 

6.2 

242 

26 

6.0 

Industry  Medians 

16.8 

16.0 

14.7 

10.6 

8.4 

Note:  Explanation  of  Yardstick  calci 

Jiations 

oage  70 

tThreeyear  average 

158 


FORBES,   JANUARY   1,    1971 


THIRST 

IS  A  PRETTY  GOOD  REASON 
FOR  DRINKING. 


Man  has  given  himself 
a  minimum  daily  require- 
ment for  vitamins  and  pro- 
tein. But  we  think  he  owes 
himself  a  minimum  re- 
quirement of  refreshment 
and  pleasure  too.  Nutri- 
tious food,  balanced  diets 
are  critical  to  the  health 


and  well-being  of  people 
today. 

But  there's  also  some- 
thing more  —  another  side 
of  the  coin.  Time  devoted 
to  pleasure  and  relaxation 
...  a  pause  to  refresh ...  a 
beverage  to  enjoy  are  also 
meaningful  in  these  pres- 
sure packed  times.  What's 
life  without  fun,  music, 
refreshment?  Pleasure  has 
its  place. 

And  so  a  soft  drink  — 
which  in  our  book  is  purely 
a  refreshing  carbonated 
beverage  designed  only 
to  please  and  to  refresh— 
has  an  important 
place  too. 
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Auw motive 


Here's  a  bit 

of  a  shocker: 

The  auto  industry, 

iong  among  the 

most  profitable 

U.S.  businesses, 

is  now  one  of  the 

least  profitable. 

And  this  at 

a  time  when 

sales  remain  high. 


Beyond  the  obvious  short-range  set- 
backs of  the  recession  and  the  Gen- 
eral Motors  strike  last  year,  the  Yard- 
sticks reveal  a  distressing  long-range 
trend  for  the  automotive  industry: 
This  industry,  long  among  the  most 
profitable  in  the  U.S.,  last  year  ranked 
seventh  from  the  bottom  in  profitabil- 
ity. The  majority  of  companies  in  the 
industry,  including  even  General  Mo- 
tors, have  shown  negative  earnings 
growth  over  the  last  five  years. 

The  last  boom  in  sales  for  the  in- 
dustry's major  product,  the  passenger 
car,  was  in  1965  when  9.3  million  cars 
were  sold.  It  was  an  exceptionally 
good  year  for  the  U.S.  companies, 
which  sold  some  8.7  million  of  that 
total.  Since  then  car  sales  have  staved 


on  a  plateau  above  9  million,  with  a 
dip  to  8.3  million  in  1967  and  to  8.5 
million  last  year.  But  Detroit's  share  of 
this  flat  market  has  declined  as  sales  of 
imported  cars  have  risen  to  over  1 
million  annually. 

-Is  Detroit  in  deep  trouble?  Some  of 
its  critics  think  it  is.  They  point  to  the 
flood  of  imports,  inflationary  wage 
costs  and  a  growing  disenchantment 
with  some  aspects  of  our  automobile 
culture.  They  see  signs  of  an  irrever- 
sible trend  away  from  the  automobile 
as  status  s\TTibol.  And  when  people 
buy  autos  for  transportation  rather 
than  for  status,  they  go  for  the  lower- 
priced,  lower-profit  vehicles.  Chrysler, 
for  example,  makes  much  less  on  a 
Dodge  Dart  than  on  an  Imperial. 


PROFITABIL 
Utest 

ITY 

GR( 

5-Year  Annual 
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1 

S-Year 

5-Year  Return 
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1 
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1 
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Per  Sha 
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re  Growth 
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Among  All 
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In  This 
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Percent 

Among  All 
Companies 

In  This 
Industry 

Percent 

Champion  Spark  Plug 

42 

1 

22.5 

20.5 

28 

1 

20.4 

141 

1 

15.6 

162 

3 

8.6 

General  Motors 

92 

2 

18.5 

12.7 

45 

2 

17.4 

615 

28 

3.0 

541 

23 

—7.9 

Clark  Equipment 

118 

3 

172 

16.7 

101 

7 

13.8 

293 

8 

10.0 

240 

4 

6.0 

Caterpillar 

119 

4 

17.1 

15J 

97 

6 

13.9 

367 

12 

8.7 

450 

14 

—12 

Hyster 

144 

5 

16.2 

13.7 

90 

4 

14.1 

203 

3 

12.5 

348 

8 

2.5 

Genuine  Parts 

159 

6 

15.7 

15.6 

74 

3 

15.1 

173 

2 

135 

112 

2 

11.0 

Dana 

169 

7 

15.2 

13.3 

96 

5 

13.9 

270 

5 

10.6 

292 

5 

4J 

Eaton  Yale  &  Towne 

186 

8 

14.8 

12.0 

130 

8 

123 

411 

14 

7.9 

439 

12 

—0.8 

Timken 

276 

9 

12.9 

9.2 

130 

8 

12.9 

647 

34 

—02 

546 

24 

—8.3 

Goodyear  Tire  &  Rub 

282 

10 

12.9 

10.6 

289 

15 

9.8 

436 

17 

7.5 

307 

6 

3J 

Libbey-Owens-Ford 

282 

10 

12.9 

8.7 

138 

10 

12.7 

238 

4 

11.5 

553 

27 

-8.7 

Cummins  Engine 

326 

12 

122 

13.0 

342 

19 

8J 

324 

9 

9.5 

413 

9 

0.1 

Firestone  Tire  &  Rub 

338 

13 

12.0 

9.7 

288 

14 

9.8 

418 

16 

7.7 

341 

7 

2.8 

General  Tire  &  Rub 

343 

14 

11.8 

11.2 

364 

21 

8.5 

643 

33 

1.2 

448 

13 

—12 

Federal-Mogul 

345 

15 

11.8 

9.7 

243 

11 

10.6 

620 

29 

2./ 

526 

21 

— 6J 

Questor 

377 

16 

11.3 

8.4 

274 

12 

10.1 

341 

10 

9.1 

419 

10 

QA 

North  Amer  Rockwell 

385 

17 

11.2 

9.6 

276 

13 

10.0 

653 

35 

—2.7 

550 

25 

-*A 

Fruehauf 

403 

18 

10.8 

8.8 

394 

22 

8.0 

392 

13 

8.1 

499 

19 

-4.3 

White  Motor 

406 

19 

10.7 

def. 

330 

17 

9.0 

543 

24 

5.2 

614 

32 

P-D 

Ford 

423 

20 

lOJ 

9.4 

321 

16 

9.3 

516 

21 

5.9 

492 

18 

—3.7 

Kelsey-Hayes 

444 

21 

9.9 

5.9 

360 

20 

8.5 

354 

11 

8.9 

462 

15 

—1.8 

Uniroyal 

450 

22 

9.8 

6.8 

470 

28 

6.7 

538 

22 

5.4 

470 

16 

—2.4 

Borg-Warner 

462 

23 

9.6 

8.5 

337 

18 

8.9 

501 

19 

6.0 

428 

11 

— OJ 

Signal  Companies 

470 

24 

9.5 

4.5 

404 

23 

7.9 

288 

7 

102 

575 

29 

-12.0 

Deere  &  Co 

484 

25 

9J 

7.1 

416 

25 

7.6 

609 

26 

32 

523 

20 

—62 

A  0  Smith 

500 

26 

9.1 

8.7 

413 

24 

7.6 

539 

23 

5.3 

94 

1 

12.1 

Chrysler 

511 

27 

8.9 

def. 

431 

27 

7.4 

483 

18 

6.5 

614 

32 

PO 

ESB 

516 

28 

8.8 

7.9 

418 

26 

7.6 

412 

15 

7.8 

479 

17 

—2.7 

B  FGoodi^cti 

549 

29 

7.9 

M 

478 

29 

6.7 

555 

25 

5.0 

562 

28 

—10.3 

Internatl  Harvester 

566 

30 

7J 

5.4 

504 

30 

6.4 

623 

31 

2.5 

551 

26 

—8.6 

Massey-Ferguson 

575 

31 

6.8 

1.4 

508 

31 

6.3 

610 

27 

32 

610 

31 

—34.1 

Maremont 

576 

32 

6.8 

5.1 

560 

32 

5.6 

286 

6 

10.3 

590 

30 

—16.5 

Allis-Chalmers 

■i25 

33 

3.8 

4.8 

618 

33 

3.4 

622 

30 

2.6 

538 

22 

—7.7 

Budd 

629 

34 

3.4 

def. 

620 

34 

3.4 

503 

20 

6.0 

614 

32 

PO 

American  Motors 

637 

35 

0.9 

def. 

631 

35 

0.9 

626 

32 

22 

614 

32 

P-D 

Industry  Medicns 

10.8 

8.7 

8.9 

6.5 

—3.7 

Note:  Explanatii/i.  jr  Yard 

stick  calculations  on  page  70. 

def. -Deficit. 

PO  Profit  to  deficit. 
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\ot  everyone  accepts  this  dis- 
couraging prognosis.  Speaking  for 
many  other  top  auto  executi\es.  Ford's 
vice  president  for  sales,  Matthew  Mc- 
Laughlin, argues  that  the  industry's 
troubles  are  strictly  cyclical;  automo- 
bile sales,  sa\s  McLaughlin,  regularly 
go  through  a  boom-and-plateau  cycle. 
In  the  early  Fifties  sales  ranged  around 
5  million  cars  a  year  before  suddenly 
jumping  to  7  million  in  19.55.  After 
that,  6-million-car  years  were  the  norm 
until  volume  began  to  rise  in  1963  and 

1964,  culminating    in    the    boom    of 

1965.  By  watching  such  indices  as  the 
scrappage  rate  of  old  cars,  McLaugh- 
lin and  other  Detroit  executives  reckon 
the  potential  is  building  for  another 
leap  to  11-million-car  years  by  1975. 
But  even  if  that  goal  is  realized,  it 
hardly  qualifies  automobiles  as  a 
growth  industry— not  when  you  figure 
that  it  represents  an  annual   growth 


Smaller  cars  are  not  solely  respon- 
sible for  the  declining  margins.  More 
significant  right  now  is  the  fact  that 
the  industry,  responding  to  market 
demand  for  particular  automobiles  for 
particular  uses  (see  following  story), 
is  turning  out  many  more  car  lines 
and  models  today  than  in  the  Fifties. 
In  the  current  model  year  Detroit's 
Big  Three  will  produce  319  separate 
models  of  automobiles,  where  15 
years  ago  there  were  155  models. 
Since  total  car  sales  volume  has 
grown  only  slightly  over  this  time,  and 
since  tooling  and  other  costs  per  mod- 
el are  roughly  comparable,  Detroit  is 
spending  more  and  making  less  profit 
per  car. 

That  is  the  main  reason  why  re- 
turns on  equity  and  total  capital  are 
so  sharply  off  as  compared  with  those 
of  just  a  few  years  ago.  In  the 
Forbes  Annual  Report  of  just  three 


Eternal  Youth.  Ford's  new  Pinto  (above),  like  its  U.S.  small-car  com- 
petitors Vega  and  Gremlin,  is  styled  to  last.  To  hold  down  costs  on 
these  low-priced  cars,  their  U.S.  manufacturers— like  Volkswagen  be- 
fore them— plan  no  yearly  model  changes.  "If  you  like  it  in  '71,  you'll 
like  it  in  '75,"  declares  GM's  marketing  vice  president.  Mack  Warden. 


rate  for  the  decade  of  only  2%  a  year. 

Even  with  11-miliion-car  years,  the 
industry  must  contend  with  rising 
costs  for  materials  and  the  trend  to 
'smaller  cars.  Smaller  cars,  which  in- 
clude almost  all  of  the  imports  and 
the  low  ends  of  Detroit's  recent  lines, 
comprised  some  26%  of  new-car  sales 
last  year,  up  from  19%  five  years  ago. 
The  smaller  profit  in  smaller  cars  is 
the  main  reason  why  Detroit  was  so 
long  reluctant  to  combat  the  waves 
of  German  and  Japanese  imports. 

A  quick  idea  of  what  has  been  hap- 
pening to  the  U.S.  auto  industry  can 
be  gained  by  examining  the  return  on 
sales  for  the  Big  Three  companies  in 
two  recent  good  years,  1965  and 
1968.  General  Motors  made  10.3%  net 
on  sales  in  1965,  7.6%  in  1968;  Ford 
went  from  6.1%  in  1965  to  4.5%  in 
1968;  and  Chrysler  made  4.4%  in  1965 
but  onlv  3.9%  in  1968. 


years  ago,  for  example,  General  Mo- 
tors was  earning  24.5%  on  equity,  23% 
on  total  capital.  This  has  fallen,  as 
the  Yardsticks  show,  to  18.5%  and 
17.4%,  respectively;  and  these  are  five- 
year  averages,  reflecting  more  than 
just  the  1970  recession.  Ford's  five- 
year  average  returns  in  the  1968  An- 
nual Report  were  a  respectable  14.1% 
on  equity  and  13.2%  on  capital  vs.  this 
year's  10.3%  and  9.3%,  respectively. 

What's  Detroit  doing  about  this? 
To  start  with,  the  annual  model 
changeover  of  Detroit  tradition  is  be- 
coming a  thing  of  the  past.  The  new 
Detroit  small  cars— Chevrolet's  Vega 
and  Ford's  Pinto— won't  change  at  all 
for  five  years  or  so.  With  General 
Motors  spending  about  $1  billion  a 
year  on  tooling.  Ford  around  $500 
million  and  Chrysler  about  $275  mil- 
hon,  the  potential  for  savings  is  large. 
In  addition  to  leaving  cars  unchanged 


for  years  at  a  time,  the  automakers 
have  begun  to  reduce  the  number  of 
models  they  offer. 

For  the  auto  suppliers,  these  cost- 
saving  moves  on  the  part  of  the  auto 
manufacturers  could  have  a  beneficial 
effect.  That's  because  the  suppliers, 
too,  can  get  more  standardization  and 
longer  production  runs  in  the  parts 
they  sell,  thereby  saving  on  their  own 
machinery.  But  increased  emphasis 
on  cost  saving  could  lead  the  auto 
companies  to  produce  more  of  their 
own  parts  or  to  buy  parts  from  Japan. 
Says  one  supplier:  "The  Japanese 
could  start  selling  to  General  Motors 
tomorrow  morning.  The  only  way 
we'll  keep  ahead  is  to  improve  the 
product  and  keep  the  costs  down." 

As  the  U.S.  auto  market  reaches 
maturity,  the  emphasis  on  capital  sav- 
ings by  Detroit's  suppliers  will  have 
to  become  as  intense  as  that  of  the 
auto  companies.  Suddenly  the  hottest 
thing  in  Hres,  for  instance,  is  no  long- 
er the  argument  between  radial  tires 
—pioneered  by  Michelin  of  France— 
and  the  American  bias-belted  tire- 
where  Goodyear  made  the  marketing 
breakthrough.  Rather,  all  eyes  are  on 
Firestone  to  see  if  that  company  can 
put  an  injection-molded  tire  success- 
fully into  production  runs.  The  sav- 
ings would  be  enormous. 

Fixing  the  Old  Buggy 

Several  of  the  auto  supply  compa- 
nies have  taken  advantage  of  these 
changes.  Americans  are  keeping  their 
cars  longer  before  trading  them— that 
means  growing  sales  of  replacement 
tires  and  parts.  The  replacement  mar- 
ket has  put  Champion  Spark  Plug  at 
the  very  top  of  the  industry  in  profit- 
ability. Suppliers  such  as  Borg-War- 
ner,  Eaton,  Yale  &  Towne,  Dana  and 
Champion  have  also  found  conditions 
much  better  in  the  overseas  market. 
Auto  sales  in  Europe,  for  instance, 
have  grown  8.6%  annually  over  the 
past  decade  vs.  4.5%  in  the  U.S.  Eu- 
rope's auto  industry,  too,  remains  rel- 
atively unconsolidated,  allowing  sup- 
pliers more  bargaining  power. 

Elsewhere  the  Yardsticks  reflect  re- 
cent conditions  in  both  the  farm 
equipment  field  and  the  industrial 
truck  and  off-highway  construction 
fields.  Companies  in  the  fomier- 
Deere,  Massey-Ferguson,  International 
Harvester  and  Allis-Chalmers  (which 
is  getting  out  of  farm  equipment) 
rank  toward  the  bottom  of  the  list. 
Clark  Equipment,  Caterpillar  and  Hy- 
ster  are  in  a  cluster  as  some  of  the 
most  profitable  companies  in  an  in- 
dustry which  has  the  internal  com- 
bustion engine  as  its  common  denom- 
inator. The  next  few  years  will  see 
some  changes  in  that  piece  of  ma- 
chinery, but  that's  another  story. 
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To  Each  His  Own  (Car) 


The  American  Dream  of  a  Ford  in  Your  Future  and  a  Caddy  at  the  end  of  the 
rainbow  came  true.  Now  car  maimers  wonder:  What  do  you  do  for  an  encore? 


"The  automobile  was  responsible 
for  opening  up  this  country,  for  giv- 
ing people  their  mobility.  We  were 
heroes.  But  today.  .  .  ."  The  lament  is 
from  an  automobile  company  execu- 
tive in  Detroit.  It  is  typical  of  the  be- 
sieged feeling  hanging  over  the  Motor 
City  these  days.  It  is  the  result  of  the 
outcry  in  recent  years  against  the  au- 
tomobile for  causing  air  pollution, 
highway  accidents  and  so  many  other 
national  ills  that  you'd  think  the  Four 
Horsemen  of  the  Apocalypse  had 
switched  to  wheels. 

Yet  the  American  people  continue 
to  buy  cars,  and  the  marketing  men 
at  the  auto  companies  see  no  end  to 
the  national  passion  for  the  car.  They 


look  forward  to  12  million  car  sales 
a  year  by  1980,  to  separate  cars  for 
father,  mother,  sister,  brother,  to  spe- 
cial cars  for  special  purposes. 

The  demand  for  personalized  trans- 
portation, in  Detroit's  view,  is  the  in- 
dustry's great,  continuing  opportunity. 
Says  Chrysler  Vice  President  Eugene 
Cafiero:  "People  want  personalized 
transportation.  A  mass-transit  system? 
It's  here.  It's  an  automobile." 

But  the  consequences  of  personal- 
ized transportation  are  already  felt  in 
the  U.S.  auto  industry.  And  it  is  not 
an  unmixed  blessing.  The  growth  of 
multicar  families  has  brought  a  de- 
mand for  special-use  vehicles— for 
commuting,  for  shopping,   for  camp- 


ing. This  has  led  to  a  proliferation  of 
lines  and  models.  It  has  also  led  to  in- 
creased popularity  of  small  cars  and 
to  the  tide  of  imports,  which  in  1970 
totaled  1.3  million  sales,  or  15%  of 
the  U.S.  market. 

To  a  man,  Detroit's  marketing 
chiefs  see  the  imports  in  terms  of  size 
and  dollars.  Small  cars  are  selling  be- 
cause they  are  cheaper  to  buy,  cheap- 
er to  run,  easier  to  park,  goes  the 
argument.  Even  the  Ford  Mustang, 
the  U.S.  industry's  most  outstanding 
recent  success,  is  spoken  of  as  just  a 
small  car. 

When  looking  at  the  imports,  De- 
troit seems  to  see  only  the  plain  Toy- 
otas and  Datsuns  and  the  Volkswagen 


Hey,  There's  The  '57.  .  .  .  Bef  you  con  name  the 
makes  of  these  1 950s  cars  just  from  the  feature 
shown.  Remember  the  Plymouth  tailfin?  Who  can 
forget  the  Buick  front  end?  Bet  you  can't  do  the 
same  with  today's  cars.  Tooling  for  style  is  expen- 
sive, so  many  cars  must  share  a  few  basic  styles. 


beetles.  This  is  understandable.  These 
cars  have  racked  up  the  largest  sales 
and  eaten  into  the  market  for  De- 
troit's Chevrolets,  Fords  and  PKtti- 
ouths.  But  there  is  another  factor,  and 
Detroit  may  be  overlooking  it:  In  that 
import  mix  these  days  are  numerous 
sports  cars— which  are  not  especially 
cheap  to  buy.  There  are  also  such  re- 
cently popular  models  as  the  S7,000 
Mercedes-Benz  280-SL,  and  the  Fiat 
124  sports  coupe  and  even  the  rather 
dowdy  looking  BMW  2002  from  Ger- 
many, both  selling  for  over  S.3,000. 
Are  not  the  buyers  of  these  cars 
Dodge  or  Olds  material?  Or  even 
Lincoln  or  Chrysler  prospects?  The 
truth  is  that  economy  is  only  part  of 
the  meaning  of  the  imports  surge.  The 
other  part  is  st>'le.  After  all,  the  Mus- 
tang was  perhaps  the  most  distinc- 
tively styled  car  Detroit  produced  in 
the  last  decade.  Didn't  this  account 
for  at  least  part  of  its  success? 

An  analogy  might  be  made  be- 
tween the  clothing  industry  and  the 
automotive  industry.  Clothing,  while 
utilitarian  certainly,  is  equally  a 
means  of  self-expression.  And  the 
clothing  industry  has  lately  been 
transformed  by  a  triumph  of  personal 
taste  over  directed  fashion. 

The  People,  Yes 

So  in  automobiles.  For  a  variety  of 
reasons,  people  are  finding  the  car 
they  personally  want.  To  the  337 
models  that  U.S.  carmakers  turn  out 
has  been  added  the  great  assortment 
of  t>pes,  shapes  and  price  ranges  of 
the  imports.  The  car  buyer,  far  from 
being  the  manipulated  sheep  that 
Nance  Packard  and  John  Kenneth 
Galbraith  made  him  out  to  be  in  over- 
ly celebrated  books,  has  demanded 
and  received  a  wide  choice  of  mer- 
chandise. The  automobile  market 
hasn't  simply  narrowed  to  a  concen- 
tration on  small  cars,  it  has  broad- 
ened to  include  many  different  cars. 
What  is  common  to  the  market  is  not 
the  size  of  the  cars  but  the  individ- 
.uality  of  the  buyers.  The  mass  market 
in  cars  has  become  further  fragmented, 
just  as  it  has  in  clothing  and  television 
programming.  In  short,  the  market 
that  mass  production  created  is  be- 
coming less  and  less  acceptant  of 
mass-produced  items. 

There  are  even  some  industry  ana- 
lysts who  think  the  day  will  come 
when  the  new  styles  in  cars  will  come 
from  Europe,  as  new  styles  in  dress 
traditionally  have.  Farfetched?  Per- 
haps. But  it  is  certain  that  California's 
preference  in  cars  will  have  an  im- 
pact, simply  because  more  cars  are 
sold  in  that  state  than  in  any  other. 

And  what  is  California  telling  De- 
troit? The  imports  took  some  30?  of 
the  California  market  last  year.  ■ 


Up-Tight  about 
climbing  urban  costs? 


You  ve  already  heard  It. 
The  bad  news  about  spiral 
ing  taxes  and  mounting  costs. 

Now  hear  some  good  news  about 
Nebraska. 

Our  land  and  building  costs  are 
still  low  to  moderate.  Our  labor  is 
an  absolute  bargain  considering 
productivity.   Our  utility  rates  are 


,-»""%. 


m 


among    the    lowest   in 
the  nation.  And   in   1969, 
Nebraska's  per  capita  cost 
of  state  government  was  47th  low- 
est in  the  nation. 

There's  a  lot  of  good  news  in  Ne- 
braska. And  the  distance  a  dollar 
will  travel  is  only  part  of  it.  For  more 
information  write  James  W.  Mon- 
roe, Director. 


NEBRASKA 
,  ECONOMIC 


DEPARTMENT  OF 
DEVELOPMENT 


Dept.  81,  State  Capitol,  Lincoln,  Nebraska  68509 


Cut  travel  costs 

Do  you  travel  on  business?  Then  TraveLodge  has 
special  rates  for  you.  Pre-set  and  guaranteed.  Just  fill  in  the 
coupon  below.  Clip  it  to  your  letterhead  and  send 
it  to  Director  of  Sales,  TraveLodge,  Box  308FO-1,  El  Cajon, 
California  92022.  You'll  have  your  TLC  card  by  return  mail. 
Use  it.  You'll  save  your  company  money. You  can  save 
trouble  for  yourself,  too,  by  calling  (800)  255-3050. 

One  toll-free  number  for  more  than  450  TraveLodges 
across  the  continent. 


IS  to  be  given  Tender  Loving  Care  atevcrL^ 

JrmTeIodge 
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Forest  Products  and  Packagingi 


Management  didn't 

have  as  much 

to  do  with  the 

results  last  year 

as  things  like 

soda  pop  sales 

and  housing  starts. 


"Don't  ask  how  well  a  company  did 
in  1970,"  sighs  one  industry  executive, 
"ask  which  company  did  less  poorly 
than  tlie  others."  Out  of  27  companies 
ranked  in  the  Yardsticks,  21  showed  a 
lower  return  on  equity  during  the  lat- 
est 12  months  than  over  the  last  five 
years.  Hardest  hit  were  the  forest 
products  companies,  which  suffered 
the  most  because  of  weak  demand  for 
housing,  newsprint  and  other  commer- 
cial paper.  The  packaging  companies, 
whose  sales  and  earnings  are  tied  to  a 
more  stable  demand  for  food  cartons, 
cans  and  bottles,  suffered  less. 

The  relative  good  fortune  of  the 
packaging  companies  reflects  a  basic 
fact  of  our  consumer-oriented  econ- 
omy: Even  during  a  business  slow- 
down, people  still  buy  milk,  beer, 
soda  pop,  cereal  and  so  on.  All  these 
products  need  packaging.  Thus, 
among  last  year's  high-ranking  com- 
panies are  National  Can,  a  maker  of 
metal  containers;  Anchor  Hocking,  a 
maker  of  glass  containers;  and  Crown 
Cork  &  Seal,  a  maker  of  bottle  caps 
and  other  container  seals. 


Paper  companies,  too,  did  well  if 
they  were  heavily  into  consumer  goods 
like  toilet  and  facial  tissues,  napkins 
and  towels.  Scott  Paper,  which  gets 
64%  of  its  sales  from  household  prod- 
ucts,^ was  a  top  performer.  However, 
its  1970  profitability  was  depressed  a 
bit  by  tough  new  competition  in  the 
big  East  Coast  household  paper  mar- 
ket (mainly  from  Procter  &  Gamble), 
a  cutback  by  supermarkets  in  inven- 
tories and  the  impact  of  its  lower- 
profit  printing  and  publishing  paper 
business.  Archrival  Kimberly-Clark, 
the  Kleenex  company,  was  also  bur- 
dened with  a  large  commercial  paper 
operation  (newsprint,  magazine  stock 
and  the  like).  And  any  hopes  that 
Kimberly-Clark  may  have  had  of 
matching  Scott's  profitability  were 
further  diminished  by  strikes. 

Fewer  Ads,  Less  Paper 

Those  paper  companies  more  heav- 
ily in  commercial  paper  than  Scott 
and  Kimberly-Clark  for  the  most  part 
had  an  even  tougher  time.  A  decline 
in    advertising    revenues    shrank    the 


FOREST  PRODUCTS: 


PROFITABILITY 


COMPANY 


5-Year 
Return  on  Equity 

^ Rank ^ 

Among  All     In  This 
Companies  Industry       Percent 


Latest 
12-Month 

Return 
on  Equity 

Percent 


5- Year  Return 
on  Total  Capital 

/- Rank ^ 

Among  All     In  This 
Companies   Industry        Percent 


5- Year  Annual 
Sales  Growth 

/ Rank >v 

Among  All     In  This 
Companies  Industry       Percent 


5-Year  Ahniial 
Earnings  Per  Share  Growth 

^ Rank ^ 

Among  All     In  This 
Companies   Industry       Percent 


Moore 

95 

1 

18.3 

17.4 

47 

1 

17.3 

230 

9 

11.8 

118 

5 

10.7 

Crown  Cork  &  Seal 

127 

2 

16.8 

15.1 

208 

6 

11.2 

304 

13 

9.8 

78 

3 

13.1 

Anchor  Hocking 

150 

3 

16.0 

15.5 

98 

2 

13.8 

281 

12 

10.4 

88 

4 

124 

Diamond  Internatl 

179 

4 

15.0 

13.5 

122 

3 

13.1 

462 

22 

7.0 

355 

14 

2.3 

National  Can 

188 

5 

14.7 

14.3 

164 

4 

122 

87 

2 

18.3 

58 

2 

14.8 

Georgla-Paci'ic 

230 

6 

13J 

12.2 

372 

12 

8.3 

169 

4 

14.1 

248 

9 

5.7 

Weyerhaeuser 

237 

7 

13.7 

13.2 

185 

5 

11.7 

207 

7 

12.4 

149 

6 

9.4 

Continental  Can 

244 

8 

13.6 

12.8 

258 

8 

10.3 

352 

18 

8.9 

166 

7 

8.5 

Hoerner-WalJorf 

269 

9 

13.1 

13.6 

236 

7 

10.7 

74 

1 

19.5 

240 

8 

6.0 

Union  Camp 

326 

10 

12.2 

11.8 

346 

10 

8.8 

326 

15 

9.4 

271 

10 

5.0 

Scott  Paper 

352 

11 

11.6 

11.1 

311 

9 

9.4 

362 

19 

8.8 

397 

18 

03 

Owens-lliinois 

354 

12 

11.6 

11.1 

459 

19 

7.0 

258 

11 

11.0 

304 

12 

3J 

American  Can 

395 

13 

103 

9.3 

411 

15 

7.7 

448 

21 

7.2 

389 

16 

1.2 

Evans  Products 

421 

14 

10.3 

8.8 

486 

22 

6.6 

113 

3 

16.7 

425 

20 

-02 

Crown  Zellerbach 

421 

14 

10.3 

8.2 

434 

16 

7.3 

506 

25 

6.0 

463 

21 

-1.8 

Hammermill  Paper 

429 

16 

10^ 

7.7 

450 

18 

7.2 

231 

10 

11.7 

467 

22 

-2.3 

USPIywood-Champicn 

^31 

17 

10.2 

5.8 

440 

17 

7.3 

382 

20 

8.3 

566 

26 

-10.7 

International  Pdrnr 

'  "0 

18 

9.6 

8.8 

353 

*   11 

8.7 

473 

24 

6.7 

384 

15 

14 

Bemis 

18 

9.6 

6.9 

391 

13 

8.0 

205 

6 

12.5 

336 

13 

2.9 

Kimberly-Clr.:^ 

20 

9J 

8.2 

397 

14 

7.9 

469 

23 

6.8 

396 

17 

03 

Westvaco 

494 

21 

92 

6.6 

474 

21 

6.7 

562 

27 

4.9 

473 

23 

-2.4 

Mead 

356 

22 

7.7 

3.8 

469 

20 

6.8 

199 

5 

12.9 

578 

27 

-12.3 

St  Regis  Paper 

358 

23 

7^ 

6.7 

517 

23 

6.1 

511 

26 

5.9 

408 

19 

0.4 

Potlatch  Foresx: 

574 

24 

6.9 

3.0 

559 

24 

5.6 

346 

17 

9.0 

555 

25 

-8.9 

Marcor 

5S2 

25 

6.5 

9.1 

613 

25 

3.9 

338 

16 

9.2 

28 

1 

19.4 

Great  North  Nekoosa 

•• 

9.1 

•  • 

308 

14 

9.7 

274 

11 

4.9 

Boise  Cascade 

•* 

6.4 

*• 

215 

8 

12.3 

484 

24 

-3.1 

Industry  Medians 

10.9 

9.1 

8.0 

9.7 

2.3 

Note:  Explanation  of  Yardstick  calcul 

V^ns  on 

page  70. 

"Not  available 

not  ranked. 
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size  of  newspapers  and  magazines  and 
thus  reduced  the  demand  for  paper. 
Companies  like  Crown  Zellerbach,  In- 
ternational Paper,  Great  Northern 
and  St.  Regis  Paper  were  all  caught 
in  the  pinch. 

Worst  off  of  all  were  the  building 
products  companies.  The  weak  de- 
mand for  housing  caused  serious  price 
erosion  in  plywood  and  lumber.  Thus, 
most  big  building  products  compa- 
nies—Evans Products,  U.S.  Phwood- 
Champion  Papers,  Boise  Cascade, 
Potlatch  Forests— all  were  in  the  lower 
half  of  the  Yardsticks. 

Of  course,  there  were  exceptions  to 
these  trends.  Toronto-based  Moore 
Corp.  is  a  paper  company,  too,  but 
it's  in  the  right  kind  of  paper:  con- 
tinuous folding  paper  for  computer 
printouts.  Even  during  recessions 
compames  keep  the  computers  print- 
ing away,  even  if  just  to  record  how 
badh  things  are  going.  And  two  big 
forest  products  companies  were  also 
exceptions.  Weyerhaeuser,  the  world's 
largest  timber  products  company, 
profited  because  of  its  vast  low-cost 
timber  lands  and  a  lucrative  interna- 
tional business.  Plywood  giant  Geor- 
gia-Pacific also  prospered,  mainly  be- 
cause a  decade  of  intelligent  diversi- 
fication had  given  this  company  the 
ability  not  only  to  supply  about  65'i 
of  its  own  timber  needs,  but  to  market 
its  many  building  products  through  its 
own  distribution  network  as  well. 

Turnabout? 

The  key  to  the  whole  timber  and 
building  products  business,  of  course, 
is  the  number  of  new  housing  starts. 
That  number  was  close  to  1.5  million 
in  1970.  But  a  relatively  modest  in- 
crease in  1971  might  yield  a  sharp 
profit  gain,  by  utilizing  now-unused 
and  thus  low-cost  capacity  at  probably 
improved  prices. 

In  fact,  such  an  increase  in  hous- 
ing starts  could  push  returns  of  some 
suffering  forest  products  companies— 
especially  low-margined  ones  like  U.S. 
'  Plywood— ahead  of  those  of  the  pack- 
aging companies,-  whose  sales  are 
pretty  much  tied  to  population 
growth.  Moreo\er,  some  packaging 
companies  may  run  into  problems  of 
their  own  this  year:  Union  contracts 
expire  for  can  and  bottle  workers  and 
steel  workers,  and  both  groups  are 
sure  to  want  massive  wage  increases. 
True,  the  packaging  companies  will 
pass  along  some  or  all  of  the  increase, 
but  they  will  be  money  out  of  pocket 
if  there  is  a  strike  early  this  year. 

But  a  triumph  of  timber  companies  ■ 
over  packaging  companies  may  be  a 
hollow  victory.  As  the  following  story 
points  out,  there's  a  bigger  problem 
than  housing  starts  or  wage  increases 
on  the  horizon. 

FORBES,   JANUARY    1,    1971 


A  Costly  Cure 

A  big  bill  for  environmental  cleanup  is  wait- 
ing for  this  industry.  How  much  will  it  be?  And 
who  will  pay  it— customers  or  stockholders? 


The  issue  is  environment.  And  for 
this  industry,  it  is  an  issue  of  stagger- 
ing importance.  The  forest  products 
companies'  paper  mills  are  notorious 
polluters  of  lakes  and  rivers.  The 
packaging  companies  produce  goods 
that  eventually  become  much  of  this 
country's  enormous  amount  of  solid 
waste.  If  there  is  going  to  be  any  gen- 
uine cleanup  of  the  environment, 
these  companies  are  going  to  get  hit 
with  a  big  bill. 

How  much  will  it  be?  Last  year  the 
27  forest  products  and  packaging 
companies  on  the  Forbes  Yardsticks 
spent  an  estimated  $195  million  to  re- 
duce pollution.  With  public  pressure 
increasing  and  environmental  legisla- 
tion spreading,  these  same  companies 
say  they  expect  to  spend  roughly 
S240  million  in  1971  and  more  than 
SI  billion  in  total  through  1975. 

The  paper  companies  will  prob- 
ably spend  the  most.  Giant  Interna- 
tional Paper,  for  example,  says  it  will 
spend  $101  million  through  1974. 
Companies  like  St.  Regis  Paper,  Boise 
Cascade,  Scott  Paper  and  Weyer- 
haeuser have  planned  similar  invest- 


ments through  1975  of  more  than  $50 
million  each. 

Altogether,  says  an  American  Paper 
Institute  study,  the  nation's  200-plus 
pulp  and  paper  companies  have  al- 
ready spent  $867  million  and  will 
spend  an  estimated  $525  million  more 
through  1972.  Adds  George  H.  Wey- 
erhaeuser, president  of  Weyerhaeuser 
Co.:  "Anyone  who  thinks  the  pollution 
problem  isn't  being  given  a  lot  of  at- 
tention is  crazy  as  hell." 

Heavy  Load 

But  clearly,  the  antipollution  fight 
poses  an  unhappy  prospect  for  an  in- 
dustry whose  profitability  already  is 
in  the  lowest  third  of  the  27  indus- 
tries ranked  by  Forbes.  For  the  in- 
dustry's half-dozen  or  so  biggest 
spenders,  next  year's  antipollution 
bills,  before  taxes,  will  range  from 
about  30  cents  to  more  than  $1  a 
share.  Of  course,  since  most  of  these 
costs  are  capital  expenditures,  they 
will  be  depreciated  and  have  only  a 
small  impact  on  immediate  earnings. 
But  in  the  long  run,  as  the  invest- 
ment     increases      and      depreciation 


'We're  lucky.  This  sfream  could  be  nexf  fo  a 
paper  mill  instead  of  a  brewery." 

Drawing  by  Shirvanian,  ©  1970  The  New  Yorker  Magazine,  Inc. 
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Schenley  Industries  Inc.  has  recently  announced  the 
publications  which  will  carry  their  new  advertising 
campaign  for  Plymouth  Gin. 

All  the  magazines  selected  are  ones  edited  to  reach 
readers  whose  life  styles  have  caused  them  to  be 
called  "creatives"  by  a  leading  research  organization. 

There  is  only  one  business  magazine  which  will 
carry  this  campaign  for  Plymouth  — Forbes. 

Schenley  knows  that  top  business  executives  are  the 
rock  on  which  the  quality  alcoholic  beverage  market 
is  built. 

Forbes  reaches  the  men  who  own  and  run  American 
business.  And  what  better  group  is  there  to  hear  about 
Plymouth  Gin? 

Next  time  you  hear  an  executive  say,  "Make  mine  a 
Plymouth  Martini  on  the  rocks,  please,"  he's  probably 
a  Forbes  reader. 

Where  else  can  advertisers  reach  those  affluent,  in- 
fluential "creatives"  as  efficiently  and  effectively  as 
they  can  in  Forbes? 

Forbes:  capitalist  tool 


charges  mount,  earnings  will  be  af- 
fected. Alread>,  it  takes  about  $1  in 
assets  to  make  SI  worth  of  goods,  and 
antipollution  equipment  adds  little  if 
anything  to  productivit> . 

And  once  the  capital  inxestment  is 
made,  more  money  must  be  spent  to 
operate  and  maintain  the  equipment. 
and  these  costs  do  directU  reduce 
current  earnings.  Last  year,  the  pulp 
and  paper  companies  sur\  eyed  by  the 
American  Paper  Institute  spent  more 
than  $60  million  just  to  keep  their 
pollution  control  devices  working. 

Moreover,  antipollution  efforts  will 
cause  postponement  of  some  plant 
expansion  and  modernization  projects. 
Though  antipollution  outlays  look 
small  compared  with  total  capital  ex- 
penditures of  about  S2.2  billion 
planned  in  1971,  they  nevertheless  will 
bump  some  other  projects.  And,  be- 
cause of  a  need  for  modernization, 
long-term  profits  can't  help  but  be  af- 
fected. "The  iiidustr>  has  got  to  auto- 
mate just  to  offset  the  generous  wage 
concessions  going  on  toda\ , "  says  Scott 
Paper  Chairman  Harrison  F.  Dun- 
ning. "It  will  continue  to  do  that.  But 
expansion  could  definiteK  be  slowed 
up  a  bit  because  of  antipollution  out- 
lays." 

There  is,  of  course,  the  possibility 
that  the  forest  products  companies  can 


pass  most  of  these  costs  along  to  con- 
sumers, and  not  hurt  their  stockhold- 
ers' profitability.  But  this  is  tough  to 
do  in  a  weak  economy.  And,  as  Scott 
Paper's  Dunning  notes:  "If  we  can't 
pass  on  our  costs,  it's  going  to  affect 
our  profits." 

The  Throwaway  Society 

As  for  the  packaging  companies, 
their  environmental  problems  are 
harder  to  measure  in  dollars  but  are 
potentialK  far  more  damaging.  Most 
of  the  50  billion  cans  and  50  billion 
bottles  produced  each  year  are 
thrown  awa\,  along  with  virtually  all 
paper  packaging.  The  result  is  a  mas- 
sive solid-waste  disposal  problem.  One 
cure,  say  some  environmentalists,  is  to 
ban  disposable  containers. 

In  Bowie,  Md.  a  new  law  bans  the 
sale  of  nonretiunable  beverage  con- 
tainers after  Apr.  1,  1971.  Similar  leg- 
islation has  appeared  in  a  growing 
number  of  other  places.  If  these  laws 
withstand  upcoming  court  tests,  the 
results  could  be  rough  for  the  bottle 
and  canmakers.  Of  the  nation's  $1.6 
billion  in  glass  container  output,  only 
5%  are  returnable  bottles.  A  full  40% 
are  "one-way"  beer  and  soft  drink 
bottles,  and  55%  are  disposable  food 
and  nonfood  containers.  And  almost 
every  beverage  can  is  a  throwaway. 


Even  a  minor  decrease  in  demand  for 
disposable  containers  would  hurt,  for 
most  packaging  companies  are  looking 
for  an  increase  in  disposables  sales 
this  year  to  bolster  sagging  profits. 

Naturally,  the  packaging  people  are 
concerned  about  the  prospect,  how- 
ever distant  it  may  be,  that  some  of 
their  best  products  may  be  banned  or 
severely  restricted. 

The  industry  would  much  prefer  re- 
cycling. The  U.S.  already  recycles  20f 
of  its  waste  paper  and  has  made  a 
start  on  recycling  aluminum  and  glass. 
The  advantage  to  the  industry  is  that 
the  taxpayer,  instead  of  the  industry, 
is  likely  to  pa\  some  of  the  recycling 
costs.  And,  more  important,  recycling 
means  there  will  still  be  the  demand 
for  cans,  bottles  and  other  disposable 
packages.  As  National  Can  President 
Frank  W.  Con.sidine  points  out:  "A 
production  process  can  be  modified 
fairly  quickly  to  reduce  pollution.  But 
if  you  lose  your  market,  you  have  a 
long,  on-going  problem." 

Tme,  but  it's  doubtful  that  Ameri- 
cans will  give  up  all  their  no-retinn 
cans  and  bottles.  Just  as  Americans 
aren't  insisting  that  the  paper  com- 
panies totally  stop  all  their  polluting. 
Yet  the  pressure  is  clearly  mounting 
to  stop  creating  litter  and  pollution. 
Somebody's  got  to  pay.  ■ 


STICK  YOUR  NOSE 
IN  OUR  BUSINESS. 


If  you're  trying  to  run  a  nice, 
clean  business  in  an  area  that's 
not  so  nice  and  clean,  it  can 
be  a  drag. 

For  you.  For  your  family. 
,    For  your  employees. 
For  your  business. 

Maybe  you  should  think 
about  moving  the  whole  works 
to  a  city  that's  like  a  breath 
of  fresh  air. 

Miami.  With  clean  streets. 
Clean  water.  Clean  beaches. 
Clean  air.  And  easy-to-live- 
with  taxes.  And  great  educa- 
tional facilities. 

You  never  thought  of  Metro 
Miami  as  a  business  area? 
Well,  maybe  this  will  put  things 
'      in  perspective  for  you : 

Metro  Miami  has  so  much 
going  for  it,  as  a  business  center 


as  well  as  a  playground,  it  has 
the  fastest  rate  of  clean-industry 
growth  in  America.  That's  right, 
number  one. 

Y'ou  want  to  know  why? 
Send  us  the  coupon. 


William  .J.  Branagan.  Director 

The  Dade  County  Development  Dept..  FOB-71 

1200  Biscavne  Blvd..  Miami.  Fla.  33132 


Sir:  I  want  to  stick  my  nose  in  Miami's 
business.  Send  me  complete  information. 


Name 
Title 


I 

I     Company.. 

I     Address... 
I    Qity 

I 
I 


State 


'MelropolJUn  Dide  County,  FlortdA 


lo  cooper»tioD  with 

Floridft  Department  of  Commercf 
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Transportation 

In  this  entire 

industry,  only  the 

long-haul  truckers 

did  well  last 

year,  thus  providing  a 

strong  argument  that 

other  forms  of 

transportation  deserve 

tax  money,  too. 


Transportation,  like  utilities,  is  a 
regulated  industry.  But  whereas  most 
utility  companies  have  at  least  region- 
al monopolies,  transportation  compa- 
nies rarely  do.  So  they  have  the 
worst  of  both  worlds:  competition 
and  government  regulation. 

You  couldn't  have  picked  a  worse 
position  to  be  in  last  year.  Costs,  es- 
pecially labor  costs,  were  soaring  al- 
most out  of  control.  The  Nixon  Ad- 
ministration was  struggling  to  hold 
down  inflation.  One  place  where  it 
was  relatively  easy  to  hold  down 
prices  was  in  regulated  industries.  So, 
while  rates  went  up,  they  rarely  went 
up  as  fast  as  costs. 

Meanwhile,  the  recession  that  was 
induced  to  slow  inflation  cut  into  rev- 
enues at  a  time  when  every  dime 
counted.  The  result  was  something 
close  to  disaster. 

The  Penn  Central  Railroad,  long  a 
rock  of  financial  solidity,  went  broke. 
The  airlines  industry,  regarded  as  a 
growth  industry  a  few  years  back,  ran 
in  the  red.  Only  the  long-distance 
truckers— who  benefit  from  the  use  of 
tax-supported  facilities— were  doing 
well.  So  well,  in  fact  {see  Yardsticks) , 
that  they  provided  a  strong  case  for 
those  who  argued  that  the  railroads 
should  get  some  foiTn  of  federal  sub- 
sidy to  match  the  advantage  the 
trucks  have  from  rolling  on  rights-of- 
way  built  with  public  tax  money. 

The  airlines  had  an  additional 
problem:  A  whole  new  generation  of 
planes,  the  jumbo  jets,  was  coming  on 
stream  at  this  worst  of  all  possible 
times.  This  in  a  year  when  the  indus- 
try's long-time  passenger  growth  of 
15%  had  fallen  to  only  5%. 


Counterpunching.    This    new    freight 


One  solution:  If  you  can't  get  the 
passengers  to  fill  the  planes,  get  rid 
of  some  planes.  Eastern,  which  lost 
money  in  1968  and  1969,  was  the  only 
major  airline  to  sell  aircraft  early: 
Eastern  is  now  one  of  only  two  of  the 
Big  Five  carriers  with  a  chance  to  fin- 
ish 1970  in  the  black  (American  is 
the  other).  Selling  jets  now  is  well- 
nigh  impossible.  As  Najeeb  Halaby, 
Pan  Am's  president  put  it,  "We  have 
23  jets  for  sale— know  any  buyers?" 

Next  possibility:  Ground  some  jets. 
As  Irving  Roth,  a  UAL  (United  Air 
Lines)  vice  president  says,  "It's  very 
expensive  to  have  an  airplane  sitting 
on  the  ground,  but  it's  e\en  more  ex- 
pensive to  have  it  flying  without  pro- 
ducing revenue."  American,  United 
and  Trans  World  Airlines  proposed,  in 
a  petition  to  the  Civil  Aeronautics 
Board,  a  phased  reduction  of  some  of 
their  long-haul  routes  where  planes 
have  been  flying  nearly  empty.  The 
CAB  turned  it  down. 


PROFITABILITY 


AIRLINES:  Yardsticks  of  Management  Performance 


GROWTH 


COMPANY 


5-Year  Latest 

Return  on  Equity  12-Month 

/■ Rank- ^,  Return 

Among  Ail     In  This  ""  ^''"'♦l' 

Companies  industry      Percent  Percent 


5-Year  Return 
on  Total  Capital 

/> Rank ^ 

Among  All     In  This 
Companies   Industry        Percent 


5-Year  Annual 
Sales  Growth 

/- Rank ^ 

Among  All     In  This 
Companies   Industry        Percent 


5- Year  Annual 
Earnings  Per  Share  Growth 

/ Rank ^ 

Among  All     In  This 
Companies   Industry       Percent 


Delta  Air  Lines 
Northwest  Orient  Air 
National  Airlines 
Continental  Airlines 


22 

71 

82 

188 


25.5 
19.8 
19.0 
14.7 


18.3 

12.5 

def. 

5.3 


102 
124 
263 
393 


13.7 

13.1 

10.2 

8.0 


79 
191 
514 

86 


12 
3 


19.0 

13.3 

5.9 

18.3 


80 
356 
614 
595 


13.0 

23 

P-D 

-18.3 


American  Airlines  305  5  12.5  3.5  558  7  5.6  201  9  12.8 

Braniff  Airways  313  6  12.4  def.  529  6  6.0  90  4  18.0 

Pan  Am  World  Airways  420  7  10.4  def.  568  8  5.4  321  11  9.6 

Western  Air  Lines  457  8  9.7  def.  517  5  6.1  139  5  15.6 


UAL 

Trans  World  Airlines 
Eastern  Air  Lines 
Northeast  Airlines 


504 
553 
592 
638 


9 
10 
11 
12 


9.0 
7.7 
6.2 
0.3 


def. 
def. 
5.2 
def. 


586 
606 
617 
632 


9 
10 
11 
12 


4.8 
i2 
3.5 
0.3 


146 

206 

149 

77 


6 

10 
7 
1 


15.3 
12.5 
15.1 
19.2 


601 
614 
614 
614 
614 
614 
561 
645 


Industry  Medians 


11.4 


def. 


5.8 


15.2 


Note:  Explanation  of  Yardstick  calculations  on  page  70.        def.— Deficit.        P-D  Profit  to  deficit.        DD  Deficit  to  deficit. 


6 
6 

3 
12 


-22.2 
P-D 
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cor,  which  carries  30  subcompacts,  is  one  way  fhe  railroads  are  baffling  the  fruckers  for  fhe  long-haul  shipping  business. 


Increase  fares?  The  CAB  turned 
clown  the  airlines'  petition  for  a  5^  in- 
terim fare  rise.  Instead,  it  threw  them 
a  crumb:  permission  to  raise  first- 
class  fares  and  some  special  rates.  The 
CAB  said  this  would  bring  about  $.50 
million  to  $100  million  a  year  to  the 
big  airlines— equivalent  to  about  a  1% 
fare  boost.  Some  skeptics  doubted  it 
would  bring  even  that  much. 

Result:  the  worst  year  in  the  air- 
lines' history.  The  12  majors  will  prob- 
ably be  collectively  in  the  red  for 
1970.  And  there  is  no  solution  in 
sight  until  growth  picks  up  or  the 
CAB  relents  with  a  fare  increase.  Al- 
most evervone  Forbes  talked  to  in  and 


around  the  industry  predicts  passen- 
ger growth  of  10%  to  12%  annually- 
when  the  economic  upturn  finally 
gets  under  way.  When  is  the  question. 
TWA,  for  one,  is  in  a  critical  cash 
position:  It  will  not  pay  its  preferred 
stock  dividends  this  year. 

After  almost  ten  years  of  high  pros- 
perity, the  airlines  aren't  as  badly  off 
as  some  of  the  railroads,  but  they  can't 
go  on  forever  at  the  present  rate. 

If  the  problems  of  siuface  transpor- 
tation are  not  so  spectacular  as  those 
of  the  airlines,  they  are  likely  to  per- 
sist longer.  The  industry  averaged 
only  a  5%  sales  growth  over  the  last 
five  relatively  prosperous  years.  And 


future  growth  will  follow  gross  na- 
tional product  growth— a  lot  less  than 
the  airlines'  10%  to  12%. 

The  long-haul  truckers— with  a  few 
exceptions— did  well  last  year,  if  not  as 
well  as  their  average  for  the  five-year 
period.  And  this  at  a  time  when  the 
trucking  industry's  earnings  will  prob- 
ably be  down  50%  from  1969's.  They 
handle  larger  loads  over  longer  dis- 
tances than  their  short-haul  cousins 
do,  so  their  costs  are  proportionately 
lower.  So,  while  the  long-haul  car- 
riers continue  relatively  prosperous, 
the  short-haul  carriers  are  having 
their  problems;  many  are  in  deep 
trouble. 


SURFACE  TRANSPORTATION:  Yardsticks  of  Management  Performance 
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The  Transportation  Mess:  Some  Practical  Solutions 


No  part  of  the  U.S.  economy  has  been  "studied"  more  often  than  trans- 
portation. The  original  Sherman  Antitrust  Act,  passed  in  1890,  was  based 
on  a  study  of  monopoly  practices  among  the  railroads,  and  since  then 
the  transportation  industry  has  been  studied  and  restudied.  Meanwhile, 
it  has  gotten  sicker  and  sicker,  with  the  U.S.'  largest  railroad  in  bankruptcy, 
several  others  on  *he  brink  of  it,  the  airlines  ailing,  the  shipping  industry 
surviving  only  on  a  huge  subsidy  and  large  segments  of  the  trucking  busi- 
ness deep  in  the  red.  The  healthy  segments  of  the  industry— long-haul 
trucking  and  barge  lines— are  healthy  largely  because  they  are  supported 
by  huge  amounts  of  tax  dollars.  Transportation  is  so  sick  it  makes  the  rest 
of  the  economy  look  healthy. 

To  nobody's  surprise,  the  Nixon  Administration  has  commissioned  its 
own  study  with  the  goal  of  drafting  a  new  policy.  It  is  under  the  direction 
of  Paul  Cherington,  professor  of  transportation  at  Harvard's  Graduate 
School  of  Business  Administration. 

Past  transportation  studies  have  recommended  sweeping  changes  in 
the  mass  of  requlations,  subsidies  and  regulators— few  of  which  have 
been  accomplished.  But  Cherington  is  a  realist,  concentrating  on  the 
do-able,  not  the  ideal.  He  talked  with  Forbes  about  some  of  his  ideas. 


The  hot  issue  in  transportation  to- 
day is  the  supersonic  transport. 
What  is  Paul  Cherington's  view? 
What's  his  defense  of  this  Administra- 
tion-supported project? 

"I  guess  I  regard  the  SST  project 
as  essentially  an  R&D  project.  If  you 
had  to  do  this  over  again,  I  don't  know 
whether  you  would  go  forward  and 
launch  a  major  supersonic  project. 
Having  got  this  far,  and  I  recog- 
nize the  argument  about  not  throw- 
ing good  money  after  bad,  I  think  we 
will  buy  $1  billion  worth  of  research- 
and-development  work.  This  is  a  suf- 
ficiently important  aeronautical  area, 
and  we  ought  to  go  ahead  and  get 
these  two  airplanes  and  fly  them 
around  and  see  what  in  fact  they  do. 
I  doubt  that  you  will  ever  cure  either 
the  sideline  noise  problem  or  the 
sonic  boom  problem  without  two  fly- 
ing prototypes  to  work  with. 

"Now  the  real  question  of  wheth- 
er you  go  ahead  and  build  300  or 
400  of  these  comes  on  the  economic 
side,  I  think.  Is  it  economic  to  operate 
with  these  various  strictures?  No  su- 
personic over  land  and  35  miles  out 
in  the  boondocks  to  take  off  and  so 
on?  That's  the  real  issue,  and  that  we 
simply  won't  know  until  we  get  the 
prototypes." 

Everyone  agrees  that  regulation  is 
a  mess  in  transportation.  Rates,  merg- 
ers, routes,  all  these  things  become 
pohtical  footballs  rather  than  the 
chiefly  economic  issues  they  are  sup- 
posed to  be. 

What's  Cherington's  cure? 

"In  terms  of  regulation,  I  think  even- 
tually the  three  regulatory  agencies 
should  be  replaced  by  a  single  agen- 
cy." Cherington  says  he  isn't  thinking 
of  just  merging  the  Interstate  Com- 
merce Commission,  the  Federal  Mari- 


time Commission  and  the  Civil  Aero- 
nautics Board.  Rather,  he  wants  to 
do  away  vwth  them  and  start  from 
scratch.  "The  new  board  would  have 
five  to  nine  members  in  place  of  the 
21  that  the  three  now  have.  It 
wouldn't  look  like  any  of  the  old 
three.  Essentially  it  would  be  a  trans- 
portation court,  with  some  of  the  de- 
tail work  of  the  agencies  stripped 
away  and  vested  in  the  Department 
of  Transportation. 

"The  advantage  of  this  would  be 
that  the  new  commission  could  stick 
to  its  basic  business,  which  is  regu- 
lating rates  and  routes  and  control. 
It  could  provide  whatever  measure 
of  coordination  that  you  prove  to 
need  between  surface,  air  and  water 
transportation. 

"I  would  hope  to  attract  better 
people  to  such  a  board.  Perhaps  we'd 
have  appointment  for  life  or  at  least 
for  a  very  long  term." 

Overrated? 

What  are  Cherington's  views  on 
proposals  to  do  away  with  regulation 
of  common  carriers?  He  doesn't  think 
it's  practical,  but  he  thinks  a  good 
deal  of  red  tape  can  be  cut  away  and 
that  the  carriers  can  be  given  much 
greater  freedom  in  rate-setting  than 
they  have  today. 

"I  think  there  are  things  that  can 
be  done  in  getting  out  of  very  de- 
tailed regulation  and  approaching 
some  greater  measure  of  freedom.  I 
would  start  in  the  railroad  field,  giv- 
ing the  railroads  the  right  to  charge 
at  least  out-of-pocket  costs,  whereas 
now  some  35%  of  the  traffic  is  carried 
by  them  at  a  loss.  This  has  been  the 
effect  of  political  pressures  by  agricul- 
tural and  local  people."  Chering- 
ton cited  wood  pulp  and  agricultural 


products  as  examples  of  commodities 
where  the  railroads  lose  money.  The 
rate  structure  that  allows  these  fa- 
vored commodities  a  free  ride  has 
been  in  effect  ever  since  the  ICC  was 
formed  back  in  1887. 

Cherington  thinks  the  railroads 
have  been  wrong  in  concentrating 
on  across-the-board  freight  rate  in- 
creases to  meet  soaring  labor  costs. 
"What  I  would  urge  is  that  they  be- 
gin to  take  a  look  at  the  structure  of 
rates  in  addition  to  the  level  and  deal 
with  some  of  these  industries  that 
have  been  getting  a  free  ride."  Cher- 
ington feels  that  this  is  essentially  a 
railroad  problem.  The  truckers  have 
many  ways  of  getting  around  the  low 
rates  for  agricultural  commodities. 
"They  have  various  means  of  discour- 
aging these  services.  You  either  drive 
through  town  without  stopping  or  you 
only  provide  service  after  three  or  four 
days.  The  railroads  can't  do  this." 

Forbes  asked  Cherington  about 
the  unbalanced  competitive  situation 
whereby  long-haul  tnicks  roll  on  tax- 
supported  highways  whereas  trains 
run  on  private  tracks,  paid  for  by  the 
railroads  and  even  taxed  by  the  lo- 
calities they  run  through. 

"Most  of  the  numbers  indicate  that 
at  least  the  heavier  trucks  do  not  pay 
their  full  wa>-,  even  through  gas  and 
user  taxes.  There's  a  shortfall  of  some- 
where between  10%  and  20%.  But  the 
trucks'  greatest  advantage  is  that  they 
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Here  we  are^  with  more  than  600  miles  off  pipeline  network  offshore  Texas  and  Louisiana. 


Transco, 
the  gas  transmission  company 
a  great  position  to  contract  for  new 
gas  reserves  discovered  in  the  Gulf. 


While  U.S.  proved  gas  reserves  have  been  declining,  Transco 
believes  significant  additional  natural  gas  reserves  remain  to 
be  discovered  in  the  Texas  and  Louisiana  offshore  area,  partic- 
ularly with  newer  technology  and  equipment.  In  addition,  to 
productive  onshore  wells,  we  currently  have  gas  purchase  con- 
tracts covering  over  480,000  acres  in  the  Gulf  of  Mexico,  where 
two-thirds  of  our  dedicated  reserves  are.  Optimistic  about 
future  gas  production  in  this  area,  Transco's  president,  James 
B.  Henderson,  has  stressed  "the  urgency  of  stepping  up  oil 
and  gas  exploration." 

Transcontinental  Gas  Pipe  Line  Corporation,  Houston, 
Texas. 

We  know  where  we're  growing. 


Jon't  have  to  go  out  and  raise  any 
•apital  for  their  rights-of-way;  Uncle 
,5am  does  it  for  them.  So  they  can 
operate  with  a  comparativeh'  low  lev- 
el of  capital." 

Aside  from  temporary  loans  for 
bankrupt  firms,  we  asked  Chering- 
ton,  what  could  the  Federal  Govern- 
ment do  for  the  railroads? 

"The  first  step  I  think  should  be 
this  structin-al  rate  change  I  talked 
about,  and  this  should  be  put  through 
rapidly  by  the  ICC.  The  evidence  is 
that  this  will  bring  the  railroads  on 
the  order  of  a  half  billion  dollars  a 
year.  The  Rail  Passenger  Bill  [Rail- 
pax]  is  passed  and  that's  a  total  of 
about  $200  million  a  year  in  relief  to 
the  railroads. 

"Combined,  that  is  about  S700  mil- 
lion, which  would  leave  us  with  $800 
million  more  needed  just  to  bring  the 
railroads  back  to  where  they  were  in 
1950— which  is  a  10%  rate  of  return 
pretax  on  revenues  and  not  exactly 
rich  living,  but  the  railroads  can  at 
least  live  on  it. 

"Where  do  we  get  the  other  $800 
million  or  so  to  achieve  this?  I  have  no 
doubt  we're  going  on  from  there  and 


How  WOULD  Paul  Cherington  spend 
the  $10  billion  proposed  by  Con- 
gress to  help  clean  up  the  mass 
transit  mess?  As  a  trustee  for  the 
Boston  &  Maine,  and  as  a  resident 
of    Boston,    Cherington    has    seen 


supply  payment  to  the  states  and 
municipalities  for  the  taxes  they  now 
lev\'  on  railroad  properties— not  in- 
cluding nonrail  properties  owned  by 
the  railroads.  I  don't  think  the  local 
governments  can  get  by  without  these 
taxes,  but  it  isn't  equitable  to  make 
the  railroads  pay  them  when  the 
trucks  don't  pay  any  taxes  on  rights- 
of-way.  We're  talking  about  roughly 
$200  million  a  year  here. 

"Beyond  that,  we  may  have  to  sub- 
sidize the  railroads'  maintenance  of 
their  rights-of-way  or  do  something 
in  lieii  of  this  to  bring  the  railroads  on 
a  parity  with  the  long-haul  truckers 
at  least  as  far  as  rights-of-way  costs 
are  concerned. 

"In  short,  there  will  either  have  to 
be  subsidies  for  the  railroads  or  im- 
position of  additional  taxes  on  their 
competitors  to  balance  the  competi- 
tive situation.  Obviously,  subsidy  is  a 
helluva  lot  more  likely.  There's  Wil- 
bur Mills,  from  Little  Rock  on  the 
banks  of  the  Arkansas  River,  chair- 
man of  the  House  Ways  &  Means 
Committee.  A  fine  fellow,  but  can  you 
see  him  voting  for  a  user  tax  on  barge 
diesel  fuel? 

■So  He  Took  the  $10  Billion . . 

the  problems  involved  at  first  hand. 

"We  have  four  little  lines,  20  or 
25  miles  in  length,  that  go  out  of 
Boston  like  the  spokes  of  a  wheel. 
We  use  75  Budd  cars  and  we  run 
these  up  and  down  the  line.  For 
this  we  get  about  $4  million  in  sub- 
sidy from  the  Metropolitan  Boston 
Transit  Authority.  And  my  conten- 
tion is  that,  even  with  the  subsidy, 
we  lose  additional  money,  probably 
somewhere  between  $1  million  and 
$2  million." 

Yet  Cherington  doesn't  think  that 
more  subsidy  is  the  answer.  He 
points  out  that  the  10,000  or  so 
commuters  using  the  line  probabh' 
earn  an  average  of  $15,000  a  year. 
That's  a  subsid\'  of  $400  apiece 
from  the  MBTA  and  $100  from  the 
B&M.  "I  think  the  laughs  are  run- 
ning pretty  thin  on  this,"  he  says. 

What's  the  alternative?  One  pos- 
sibility, says  Cherington,  might  be 
to  take  part  of  the  B&M's  right-of- 
way,  pave  two  lanes  and  turn  them 
into  limited  access  highway.  Onl\- 
premium-priced  public  buses  and  a 
limited  number  of  ticket-purchas- 
ing private  car  owners  would  be 
admitted  to  the  road.  "That  would 
give  the  guy  a  nice  65-mile-per- 
hour  ride  into  Boston." 

At  the  end  of  the  road,  says 
Cherington,  the  cars  would  be  re- 
quired to  park  in  a  garage,  and  the 
commuter    would    transfer    to    the 


"Anyhow,  you  put  all  these  things 
together,  subsidies  and  better  rate 
structure  and  Railpax  and  tax  relief, 
and  you  get  close  to  the  $1.5  billion 
the  railroads  need.  And  you  get  it 
without  any  very  wild  schemes." 

Turning  to  the  airlines,  Cherington 
tends  to  see  the  problems  as  serious 
ones  but  only  in  a  short-range  sense: 
painful  but  not  likely  to  prove  fatal. 

,  "Their  problem  is  different,  less  ba- 
sic than  that  of  the  steamship  com- 
panies or  the  railroads.  They've  had 
big  cost  increases.  They've  had  them 
in  the  past,  too,  but  they  had  big 
slugs  of  increased  traffic  to  offset 
them.  The  main  impact  of  the  reces- 
sion has  been  in  their  business  travel 
and  this  really  bites;  it's  good  busi- 
ness. This  happens  just  when  all  this 
new  equipment  comes  in. 

"I  was  surprised  and  disappointed 
that  the  [Civil  Aeronautics]  Board 
gave  the  back  of  its  hand  to  the  air- 
lines' proposal  for  a  temporary  reduc- 
tion of  operating  schedules.  I  think 
this  would  have  been  a  better  solu- 
tion than  raising  rates.  1  mean,  why 
should  the  passenger  pay  more  be- 
cause the  airplane  is  emptier?"  ■ 


MBTA.  "If  you  look  at  New  York 
or  any  central  city,"  says  Chering- 
ton, "I  would  guess  that  in  five 
years  private  vehicles  are  going  to 
be  substantially  eliminated  from  the 
core  area." 


•^^«*«^ 


Finance 

How  did  the 

financial  companies  fare? 

It  depended  on  the 

financial  company. 


Dull.  Stodgy.  Unprogressive.  Such 
are  the  kind  of  unflattering  adjectives 
commonl\  used  to  describe  the  bank- 
ing business.  But  lack  again.  It  may 
come  as  a  shock  to  most  people,  but 
Forbes'  23rd  Annual  Report  on  Amer- 
ican Industry  shows  banking  as  the 
No.  One  growth  industry  in  the  U.S. 
•  The  Forbes  Yardsticks  tell  the  sto- 
ry. The  banks  have  been  increasing 
their  per-.share  earnings  at  an  annual 
rate  of  9^  over  the  last  five  years, 
faster  than  any  of  the  27  other  indus- 
try groups  surveyed  in  this  issue.  In 
revenue  growth  the  banks'  16.6%-a- 
year  gain  ranks  second  only  to  that  of 
the  conglomerates,  who  owe  most  of 
their  growth  to  acquisitions. 

In  a  way,  of  course,  the  banks'  pri- 
macy is  a  measure  of  how  badly  the 
rest  of  the  economy  fared  during  the 
past  year  or  two,  rather  than  of  any 
startling  basic  improvement  in  the 
banking  business  itself.  The  bankers 
are  riding  tall  in  the  saddle  largely  be- 
cause money  has  been  tight  and  inter- 
est rates  have  been  at  all-time  highs. 
The  big  "money  center"  banks— those 
in  New  York,  and  also  in  Chicago— did 
especially  well  as  interest  rates  tum- 
bled and  margins  widened.  Their 
brethren  in  the  hinterlands,  with  lots 
of  low-interest  time  deposits,  had  done 
relatively  well  in  the  first  half  of 
1970  when  money  was  so  expensive. 


Banks  have  made  money  in  other 
much-touted  ways;  but  the  credit 
card  business,  expanded  international 
operations  and  diversification  under 
the  bank  holding  company  movement 
have  not  loomed  as  important  as  many 
projections  suggested.  Investments? 
Last  year  when  the  go-go  money 
managers  were  plummeting  from  the 
skies  faster  than  grouse  over  a  Scottish 
moor,  many  bankers  were  actually 
making  money  in  the  securities  mar- 
kets. It  may  take  some  careful  reading 
of  annual  reports  to  determine  who 
did  best.  Some  smart  bankers  deliber- 
ately took  large  real  losses  by  unload- 
ing low-yield  securities  early  in 
1970.  But  they  used  the  proceeds  to 
hop  into  high-yield  securities  before 
prices  shot  up.  The  write-offs  against 
the  securities  they  sold  tended  to  de- 
press net  income,  but  these  were  off- 
set by  the  higher  yields  on  the  securi- 
ties they  bought.  Now,  with  bond 
prices  on  the  uptick,  they  are  begin- 
ning  to  pile  up  hefty  paper  profits. 

Headed  Up 

The  banks,  to  be  sure,  do  not  rank 
very  high  in  five-year  returns  on  equi- 
ty and  on  total  capital.  But  their 
top-rank  earnings  growth  is  producing 
a  very  favorable  trend;  the  banks'  re- 
turn on  equity  over  the  latest  12 
months  is  higher  than  their  five-year 
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average.  As  long  as  interest  rates  re- 
main high— and  despite  the  lowering 
nf  the  prime  rate  from  8.5%  to  7% 
during  1970,  some  money  men  expect 
interest  rates  to  stay  at  high  levels 
through  the  Seventies— the  banks 
should  continue  to  do  very  well. 

So  surely  the  alert  investor  is  now 
going  into  bank  stocks?  Apparently 
not.  George  Hacker  of  M.A.  Schapiro 
says  investors  evaluate  bank  stocks  in 
relation  to  recently  depressed  indus- 
trials and  growth  stocks.  "The  choice  is 
simple.  You  tell  me  what  the  economy 
will  be  like,  and  111  tell  you  whether 
to  buy  bank  stocks  or  not."  Another 
thing  discouraging  the  investors  about 
bank  stocks  is  the  banks  themselves. 
So  argues  consultant  to  bank  manage- 
ment David  Gates,  who  states:  "Not 
until  more  bank  managements  develop 
a  better  sense  of  financial  public  rela- 
tions, and  not  imtil  the\  help  the  bro- 


kers to  develop  better  stories  to  tell, 
will  the  banks  be  anything  other  than 
a  'futureless  industry'  to  the  average 
investor. 

"Right  now,"  Gates  goes  on,  "you 
get  the  impression  that  bank  man- 
agement expects  all  these  things  to 
happen  as  if  by  magic." 

Rate  Squeeze 

In  sharp  contrast,  the  finance  com- 
panies—many of  which  have  been  very 
active  in  the  last  few  years  promoting 
their  stocks— have  done  considerably 
less  well  with  earnings  this  year.  They 
are  borrowers  of  money  as  well  as 
lenders.  Since  they  were  already 
charging  the  legal  limit  on  their 
loans  at  a  time  when  their  interest 
costs  on  borrowing  were  going  up, 
their  earnings  naturally  have  been 
squeezed.  So  their  five-year  earnings 
growth   is    far,    far   slower    than    that 


of  the  banks.  They  do  rank  high  in 
return  on  equity  in  the  Forbes  Yard- 
sticks; but  because  they  are  such 
heavy  borrowers  themselves,  their  re- 
turns on  total  capital  are  distinctly 
subpar.  The  latter  is  the  more  mean- 
ingful profitability  measurement  for 
the  finance  companies. 

The  two  insurance  company  groups 
—life  and  fire  &  casualty— provide  an 
interesting  contrast,  too.  The  life  in- 
surance companies  plow  ahead  rela- 
tively unaffected  by  ups  and  downs  in 
the  economy.  Their  sales  of  policies 
in  a  given  year  have  little  current  ef- 
fect on  earnings  since  the  premiums 
flow  in  over  a  long  span  of  time.  For 
the  most  part,  their  earnings  in  1970 
continued  growing  at  the  same  5%-a- 
year  pace  that  prevailed  during  the 
1960s.  Only  those  with  large  volumes 
of  accident  and  health  business, 
where    inflated    hospital    and    medi- 
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cal  costs  have  hurt  profits,  have  been 
affected  by  the  unfavorable  econom- 
ic climate. 

The  fire  &  casual  t>  companies, 
however,  have  been  taking  it  on  the 
chin  both  from  inflation  and  the  stock 
market  downturn.  With  prices  of  the 
homes,  automobiles,  boats  and  other 
propert>  they  insure  increasing  at  a 
rapid  clip,  and  juries  becoming  in- 
creasingly lenient  on  contested  insur- 
ance claims,  their  underwriting  prof- 
its have  been  miserable.  In  better 
stock  market  times  they  could  count 
on  more  than  making  it  up  on  their 
investment  portfolios.  F&C  portfolios 
typically  include  high  percentages  of 


common  and  preferred  stocks.  But  the 
collapse  of  the  stock  market  in  1970 
took  away  that  cushion.  The  fire  & 
casualty  insurers  are  pinning  their 
hopes  on  higher  premium  rates,  es- 
pecially on  auto  insurance  policies, 
where  underwriting  profits  are  under 
the  most  pressure.  In  trying  to  do  so 
they  have  come  eyeball-to-eyeball 
with  reluctant  state  insurance  com- 
missions, raising  the  increasing  possi- 
bility of  some  sort  of  Federal  Gov- 
ernment intervention. 

The  banks,  too,  are  facing  political 
problems,  particularly  with  respect  to 
the  bank  holding  company  laws.  In 
recent  vears  bank  after  bank  has  used 


the  one-bank  loophole  in  the  bank 
holding  company  laws  as  a  way  to 
diversify.  But  Congress  has  finally 
passed  a  new  law  under  which  the 
Federal  Reserve  Board  may  review— 
and  also,  if  it  wishes,  undo— any  non- 
bank  acquisitions  made  by  one-bank 
holding  companies  before  mid-1968  if 
the  acquisitions  violated  certain  cri- 
teria. Any  nonbank  acquisitions  since 
that  date  would  in  effect  be  prohibited 
unless  closely  related  to  banking. 

But  for  all  their  problems,  the  banks 
enter  the  Seventies  as  a  far  more  at- 
tractive industry  than  a  half  decade 
ago,  but  only  because  the  growth 
stocks  look  so  poor. 


Profit  Can  Be  Painful 

The  banks  basked  in  unprecedented  prosperity  last 
year.  But  it  also  brought  them  unwelcome  publicity. 


B.AVKERS,  at  least  most  bankers,  prefer 
anonymity.  They  shun  the  limelight. 
Above  all,  they  don't  want  people 
thinking  of  them  as  too  powerful.  Last 
year  they  lost  their  anonymity,  worked 
in  the  limelight  and  were  accused  ol 
using  their  power  arbitrarily.  People 
who  had  to  pay  high  interest  rates 
blamed  them.  People  who  couldn't 
get  loans  at  all  blamed  them. 

Of  course,  bankers  also  had  a 
bumper  crop  of  prosperity.  Bank- 
America,  Marine  Midland  and  First 
Bank  System  all  showed  14%  returns 
on  equity  in  the  last  12  months. 

The  trouble  was  that  all  this  pros- 
perity got  a  good  many  people,  in- 
cluding some  political  figures,  pretty 
angr\-,  and  they  took  it  out  on  the 
banks  where  it  really  hurt:  in  Con- 
gress with  restrictive  amendments  to 
the  Bank  Holding  C^ompany  Act  of 
19.56.  Banks  also  were  in  the  public 
eye  in  1970  because  of  their  uni(iuc 
quasi-public  utility  role.  Commercial 
banks  spill  over  into  the  public  and 
political  arena  because  they  are  the 
main  instrument  through  which  the 
Government  implements  its  monetary 
controls.  Most  people  knew  that,  but 
it  took  1970  to  help  them  understand 
what  it  meant. 

With  domestic  diversification  now 
limited  by  Congress,  banks  may  pay 
more  attention  to  overseas  expansion, 
far  removed  from  the  politicians'  bale- 
ful stares.  But  these  allied  activities 
must  be  kept  in  perspective:  Despite 
new  acquisitions  or  overseas  expan- 
sion, perhaps  70%  to  90%  of  all  bank 
earnings  still  come  from  their  stock  in 
trade,  commercial  lending. 

Pinning  its  anti-inflation  hopes  on 
monetary  controls,  the  Administration 
—and    the    Federal    Reserve    Board- 


started  to  slow  down  the  economy  in 
mid- 1969  by  drying  up  the  money 
supply,  increasing  reserves  and  en- 
forcing Regulation  Q,  the  ceiling  on 
how  much  interest  banks  could  pay  on 
large  certificates  of  deposit  (CDs). 
By  March  1970,  the  prime  rate  had 
hit  a  record  8.5%,  the  highest  ever. 
By  this  time  also,  annual  reports  for 
1969  appeared  and  "don't  blame  us" 
paragraphs  echoed  the  general  com- 
mercial banking  feeling. 

"Too  few  people  in  this  nation," 
thundered  the  Bank  of  America,  "real- 
ize that  the  commercial  banking  sys- 
tem is  simply  an  instrument  of  fed- 
eral monetary  policy.  As  a  result  of 
the  misunderstanding,  large  segments 
of  the  press,  of  the  nation's  lawmak- 
ers and  of  the  public  have  tended  to 
be  critical  of  the  banking  system." 
And,  says  Bankers  Trust  of  New  York, 
"We  want  to  comment  also  on  the 
heavy  criticism  that  commercial  banks 
have  received  because  of  current  con- 
ditions in  the  credit  markets:  Commer- 
cial banks  .  .  .  have  been  mistakenly 


charged  for  the  hardships  that  infla- 
tion and  high  interest  rates  have 
caused."  Still,  those  left  out  started  to 
squeal.  Meanwhile,  the  banks  were 
smarting  under  charges  that  their  ear- 
lier lending  practices  had  aided  and 
abetted  the  earlier  wave  of  takeovers 
and  conglomerations. 

Little  wonder  then  that  "rampant 
Patmanism"  and  "creeping  Naderism," 
as  bankers  call  it,  could  have  a  field 
day  with  the  headlines.  Little  wonder 
either  that  bankers  nationwide— many 
of  them  experiencing  their  first  full 
year  as  one-bank  holding  companies- 
are  sensitive  about  their  profile.  So 
Washington-minded  are  banks  that 
even  the  American  Bankers  Associa- 
tion is  moving  its  operations,  lock, 
stock  and  lobby,  from  New  York  City 
to  the  capital. 

All  in  all,  the  banks  may  suffer  a 
severe  hangover  from  the  prosperity 
thrust  upon  them  in  1970.  Depositors 
and  stockholders  will  learn  much 
about  banking  this  year— from  the 
legislators  and  the  expose  artists.   ■ 


Cash-shorf  companies  may  have  toyed  with  alfernaiive  financing  meth- 
ods during  the  year;  buf  fhe  reality  v/as,  only  banks  had  cash  on  hand. 


FORBES,   JANUARY    1,    1971 


175 


Leisure 


To  make  it 

in  leisure  and 

education,  all 

you  have  to  do 

is  foresee  the  future. 


The  world  of  leisure  and  education 
is  like  a  tropical  jungle— intractable 
and  packed  with  danger.  But  it's  also 
lush.  Last  year  Americans  spent  more 
than  $100  billion  on  products  and 
services  as  varied  as  camera  equip- 
ment, hamburgers,  outboard  motors, 
newspapers,  movies,  hotel  accommo- 
dations and  sophisticated  business 
publications.  And  by  1975  the  mar- 
ket could  top  $200  billion. 

No  wonder  nearly  every  company 
under  the  sun  wants  a  piece  of  the 
action.  However,  wanting  it  and  get- 
ting it  are  quite  different  things.  For 
the  key  to  success  in  this  field  is  stay- 
ing one  step  ahead  of  the  public's 
changing  tastes.  The  companies  that 
win  out  are  those  that  tailor-make  a 
product  for  their  market  and  then 
hold  that  market  despite  the  inevita- 
ble invasion  of  copy-cat  competitors. 
The  winners  must  then  march  ahead 
to  grab  another  new  market. 

But  you  can't  just  grab  a  good  thing 
and   stick   with   it:    Look   what  hap- 
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pened  to  Brunsuick  and  AMF  in 
bowling.  Or  compare  the  photography 
companies,  long-term  winners,  and 
the  big  movie  makers,  classic  has- 
beens.  The  contrasts  are  sharp. 

Eastman  Kodak  created  the  ama- 
teur photography  market  and  Pola- 
roid added  a  new  dimension  to  it.  To- 
day amateur  photography  accounts 
for  nearly  TO*?  of  the  world's  photo 
market,  and  it  is  growing  nearly  three 
times  faster  than  the  U.S.  gross  na- 
tional product.  Polaroid  and  Kodak 
still  have  the  market  pretty  much  to 
themselves.  However,  last  year's  de- 
pressed economy  had  its  effect  on 
both  companies,  as  reflected  in  the 
Forbes  Yardsticks.  Polaroid's  return 
on  equity  dropped  to  13.9%  in  the 
latest  12  months,  compared  with  its 
five-year  average  of  26.9%.  Kodak 
fared  better.  Its  return  slipped  only 
to  20%  vs.  25.7%. 

The  Weak  Sister 

That  doddering  old  glamour  girl, 
the  movie  industry,  is  at  the  other  ex- 
treme. Blockbuster  movies  now  have 
a  way  of  often  being  companybust- 
ers.  Today's  new  breed  of  young  cus- 
tomers want  more  contemporary  films, 
which  are  often  created  on  low  budg- 
ets by  independent  producers.  Again 
this  year  M-G-M  is  counting  on  one 
big  picture— its  $13-million  Ryan's 
Daughter— ai\d  holding  its  breath. 

Columbia  Pictures  Industries  did 
comparatively  well  by  branching  into 
the  record  business  and  educational 
films.  The  result:  a  6.4%  return  on 
ecjuity— not  high  in  a  high-risk  indus- 
try—for Columbia  vs.  deficits  for  Na- 
tional General,  M-G-M  and  Fox. 

Most  of  the  other  leisure-time  com- 
panies fell  between  the  e.xtremes  of 
the  photo  and  film  industries.  Their 
success  or  failure  depended  on  the 
economy,  how  broadly  diversified 
they  were— and  their  run  of  luck. 

Last  year  they  needed  more  luck 
than  usual,  for  the  economy  hurt 
them  all.  For  instance,  the  communi- 
cations companies  lost  advertising  rev- 
enue, and  the  publishers  had  slug- 
gish book  sales. 

In  communications.  Time  Inc.  and 
McGraw-Hill  took  it  on  the  chin  as 
advertising  revenues  fell  and  costs 
rose  sharply.  Time,  which  gets  around 
40%  of  its  revenues  from  ads,  was  es- 
pecially vulnerable. 

Among  the  broadcasters,  American 
Broadcasting  made  a  surprisingly 
strong  showing.  Under  the  leadership 
of  its  new  president,  Elton  Rule,  the 
network  began  seeking  accounts  with 
such  companies  as  Clark  Equipment 
that  had  never  before  televised  com- 
mercials in  order  to  compensate  for 
the  loss  of  old  business,  particularly 
cigarette  ads.  The  spectacular  success 
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Clamour  vs.  Realism.  People 
wanted  frothy  films,  and  Grable 
gave  fhem  56.  Now  people  want 
realism.  Joe  shoots  hippies,  a 
crime   just  duplicated   in   real  life. 


Watching  vs.  Playing.  When  it 
comes  to  leisure  time,  people 
are  mighty  fickle.  Take  golf.  A 
few  years  ago  people  were 
content  to  watch  Arnold  Palmer 
on  TV.  But  today's  more  active 
consumer  wants  to  play  like 
Palmer  as  well,  so  he  is  buy- 
ing equipment  and  practicing. 
There  are  now  1  1  million  golfers, 
up  from  only  5  million  in  1961 . 
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WHERE  THE  PROS  REALLY  SHINE 


You  always  wanted  to  be  a  pro.  Here's  your  chance  to  make  it  big  In  the  Navy. 
Today'sNavyiswhereit'shappening,  Action.  Adventure.  Advancement.  A  life 
of  challenge:  a  rewarding  career  You'll  go  places  other  peop'e  only  dream 
about  In  a  man's  world  where  the  only  thing  that  counts  is  aDility. 
Come  play  The  Navy  Game.  With  more  than  250  different  edu^jtion  opportu- 
nities—in exciting  new  fields  like  electronics,  data  proces^g  and  atomic 
power— we'll  make  you  a  pro 

What  are  you  waiting  for?  Call  your  local  Navy  Recruiter  today,  or  write: 
Navy  Game  157-4  Navy  Yard.  DC  20390 

If  you're  going  to  be  something,  why  not  be  somethi^yiBipial? 


The  Navy 
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of  Monday-night  football  helped  too. 
Now  ABC  has  made  plans  to  go  back 
to  the  well  with  Monday-night  bas- 
ketball this  spring.  But  even  if  bas- 
ketball catches  on  in  the  spring,  it 
will  not  produce  the  kind  of  big  mon- 
ey that  football  did  in  the  winter.  A 
one-minute  football  ad  can  cost 
around  $175,000  vs.  a  top  basketball 
price  of  roughly  $32,000  per  minute. 
Nobody  knows  how  far  the  sports 
buck  can  be  stretched,  but  ABC 
seems  intent  on  finding  out. 

In  the  years  ahead,  broadcasting 
could  be  one  of  the  most  volatile  seg- 
ments of  the  leisure  industry.  It 
could  swing  up— or  down.  Despite  the 
loss  of  cigarette  advertising,  the 
threats  of  tighter  Federal  Communi- 
cations Commission  control  and  in- 
creased competition  from  pay-TV, 
and  possibly  from  the  still  embryon- 
ic TV-cassette  business,  will  TV 
continue  as  the  U.S.'  great  entertain- 
ment staple?  Or  will  it,  like  the  mov- 
ies before,  have  to  find  a  new  adjust- 
ment? Only  this  is  certain:  that  the 
whole  leisure  time  business  is  fraught 
with  risk  and  uncertainty. 

fewer  Books,  More  Do//s 

Book  publishers  had  a  rough  year, 
right  across  the  board.  Diversification 
into  education  helped  some,  includ- 
ing Grolier.  But  others,  such  as  Crow- 
ell-Collier  &  Macmillan,  whose  net  in- 
come dropped  nearly  50%  in  the  first 
nine  months  of  last  year,  had  few 
pluses  and  more  than  enough  minuses, 
including  an  antitrust  suit.  Macmil- 
lan's  12-month  return  on  equity  was 
only  5.3%,  roughly  50%  below  its  five- 
year  average  and  the  leisure  compa- 
nies' 1970  median. 

Mattel,  the  originators  of  the  Barbie 
and  Ken  dolls,  again  outpaced  the  na- 
tion's other  toymakers.  While  toy  sales 
in  general  were  off,  aggressive  expan- 
sion into  hobby  products,  pet  care, 
playground  equipment  and  audiovis- 
ual aids  carried  Mattel's  sales  over  the 
$300  million  mark  and  gave  it  the 
highest  earnings  growth  (22.7%)  in 
the  industry.  To  keep  costs  down, 
many  of  its  toys  are  being  made  out- 
side the  U.S.— in  the  Orient,  Europe 
and  Canada.  The  lower  wage  scales  in 
these  countries  have  contributed  sub- 
stantial sa\ings  in  labor. 

The  hotels  held  their  own.  In  fact, 
a  few  chains,  including  Hilton,  posted 
strong  gains.  .And  Holiday  Inns  con- 
tinued to  prosper  by  appealing  to  the 
cross-country  traveler. 

There  was  also  this  bright  note  in 
1970:  Two  big  leisure-time  companies 
showed  new  signs  of  strength.  They 
were  AMF  and  Brunswick,  recovering 
from  their  setbacks  in  bowling— prov- 
ing that  even  in  a  depressed  economy, 
some  consumers  have  deep  pockets.  ■ 
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Plants  grow 

faster  in  the 
Garden  State 

Ne^v  Jersey  is  number  one 
in  nevv  plant  locations 

Plants  spring  up  in  New  Jersey  faster  than  anjrwhere  else 

in  the  nation.  Who  says  so?  The  U.S.  Department  of  Commerce. 

Their  studies  show  that  more  new  plants  were  built  in 

New  Jersey  in  the  last  five  years  than  in  any  other  state! 

All  these  new  plants  mean  new  jobs  and  a  challenge  to 
Public  Service  Electric  and  Gas  Company  . . .  the  challenge 
of  providing  our  state  with  all  the  abundant  energy  it  needs 
to  prosper  ...  a  challenge  we  must  meet  as  we  strive  to 
protect  the  environment  of  the  Garden  State. 

How? 

By  investing  over  $2  billion  in  the  next  five  years 
in  modernization  and  construction  . . .  construction 
like  Salem  Nuclear  Generating  Station.  When 
completed,  this  project  will  generate 
electricity  using  the  world's  largest  nuclear 
units  . . .  units  that  will  create  no  air  pollution. 

And  that  should  help  everybody's  plant 
grow  faster. 

We  think  you'll  find  New  Jersey  a 
fertile  area  for  your  business,  too. 
Write  today  for  full  information 
about  39  outstanding  New  Jersey 
industrial  parks  . . .  ideally  planned 
sites  for  your  plant's  growth. 


0 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

80  Park  Place,  Newark,  New  Jersey  07101 


FORBES,    JANUARY    1,    1971 


179 


J 


"The  Board  wants  me  to  fill  our  sinking 
fund  requirement  right  away. 
"Now  if  I  can  only  get  the  bonds!' 


With  bond  prices  jumping  around 
the  way  they  are,  even  a  week's  delay 
can  cost  you  plenty. 

So  when  you  decide  to  fill  a  require- 
ment, you  want  the  bonds  fast.  And 
without  disturbing  the  market. 

Here's  how  we  can  try  to  help. 
r  ■        ■'"'"       '  — '-^ 

With  a  network  of  209  offices,  Merrill 
Lynch  can  stay  close  to  the  people 
and  institutions  who  hold  your 
bonds. 

Our  Sinking  Fund  Unit  is  like  the  top 
of  an  iceberg.  It  looks  small,  but  it's  well 
supported. 

By  a  Corporate  Bond  Department 
with  a  trading  staff  of  35  people. 

And  by  our  3,800  retail  and  institu- 
tional Account  Executives.  In  172  cities 
throughout  the  world. 


With  all  that  coverage,  we  can  often 
find  the  bonds  you  want  in  a  hurry.  And 
without  making  unnecessary  waves.  We 
handle  such  a  large  volume  of  debt  secu- 
rities that  our  individual  transactions 
usually  don't  attract  much  attention. 

Another  thing  that  helps  us  help 
you  is  acting  as  a  major  market  maker 
for  a  lot  of  bonds.  It  means  that  we're 
likely  to  have  a  good  idea  of  who  might 
be  interested  in  selling  them. 

But  suppose  you  want  some  help  in 
deciding  how  to  time  purchases  for  your 
next  requirement.  Or  you  wonder  if  you 
should  buy  more  than  your  requirement 
right  now. 

Ask  the  people  in  our  Sinking  Fund 
Unit.  They're  in  a  good  spot  to  feel  the 
pulse  of  the  debt  markets.  We  handle 
over  $100  billion  a  year  in  fixed  income 
securities.  And  we're  a  leading  under- 
writer of  straight  debt  instruments. 

All  that  involvement  doesn't  auto- 
matically give  our  sinking  fund  people 
a  good  feel  of  the  market.  But  it  doesn't 
hurt,  either. 

r ^ 

Merrill  Lynch  can  also  help  you 
issue  bonds.  In  the  first  half  of  1970, 
we  managed  50  straight  debt  corpo- 
rate offerings.  And  sold  149%  of  our 
\  underwriting  commitment. 

Numbers  are  usually  dull.  But  if 
you're  planning  to  raise  money,  you 
might  find  these  numbers  fascinating. 

In  the  first  half  of  1970,  we  managed 
or  co-managed  50  straight  debt  offerings 
totaling  $2.7  billion. We  sold  $470  million 


of  that  total  ourselves-49  percent  more 
than  we  committed  for.  In  36,600  sepa- 
rate transactions. 

You  know  why.  Distribution.We  keep 
in  touch  with  every  major  institution, 
hundreds  of  smaller  ones,  and  thousands 
of  individual  investors  all  over  the 
country  and  abroad. 

That  often  enables  us  to  distribute 
an  issue  even  when  money  is  tight.  And 
it's  one  of  the  reasons  we've  managed 
or  co-managed  so  many  debt  offerings 
(62  in  1969,  85  in  the  first  nine  months 
of  1970). 

I  We  can  help  you  in  many  other  areas 
i  of  money  management. 

Cash  management,  for  example.  We 
can  help  you  try  to  improve  the  perfor- 
mance of  your  cash  portfolio.  We  make  a 
market  in  all  types  of  money  market 
securities.  And  handle  a  wide  choice  of 
maturity  dates  for  each  instrument. 

We  can  also  help  you  try  to  improve 
the  performance  of  your  pension  fund. 

Or  design  a  commodity  futures  pro- 
gram to  help  control  your  raw  material 
and  inventory  costs. 

Or  arrange  a  sale-and-leaseback  to 
increase  your  cash  resources. 

To  talk  about  your  sinking  fund-or 
most  any  area  of  money  management- 
get  in  touch  with  Rudolph  Chval,  Senior 
Vice  President  and  Director  of  our 
Municipal  and  Corporate  Bond  Division. 
Phone  (212)  WH  4-1212.  Or  write  to  him 
at  Merrill  Lynch,  Pierce,  Fenner  &  Smith, 
Inc.,  70  Pine  Street,  New  York,  N.Y  10005. 


Merrill  lynch  Services  for  Management 
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The  Forbes  Index 
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Composed  of  the  tollowmg 
Production 

•  How  much  are  we  producing'  (Federal  Re- 
serve Board  Index  ol  indusuiai  Production) 

•  Whai  volume  of  hard  goods  are  we  ordering'' 
IDepi  ol  Commerce  latest  three  rvonihs  new 
orders  ol  durable  goods  related  to  inventories  i 

•  How  miensiveiy  are  we  building''  fOept   oi 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending''  ^Oepr  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer inslallmeni  debt) 

•  How  costly  are  services?  (Dept  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index  I 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S 
Dept  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  O.  Hooper 


Investing  In  1971 


This  is  the  52nd  time  1  have  been 
called  upon  to  write  a  financial  out- 
look for  a  new  \ear.  I  am  both  ex- 
perienced and  humble. 

There  s  no  more  rea.soii  to  write  an 
"outlook"  for  Jan.  1  than  for  Apr.  1  or 
the  Fourth  of  July.  After  all,  I  write 
some  kind  of  an  "outlook"  for  this  col- 
umn in  Forbes  twice  a  month.  Yet, 
journalistically,  it  is  the  thinj;  to  do. 

The  main  difficulty  is  that  of 
course  we  do  not  know  the  imex- 
pected  things  that  may  develop  in  the 
next  12  months  to  change  the  trend 
cf  affairs,  and  to  change  our  opin- 
ions. All  we  can  do  is  to  proceed  from 
what  we  know  now.  A  year  ago,  and 
two  years  ago,  we  did  not  know 
enough.  You  see,  I  have  been  reread- 
ing some  old  columns. 

What  does  it  look  like  at  this  writ- 
ing? What  may  happen  to  make  it 
look  different  three  months  from  now 
or  six  months  hence?  How  do  you  im- 
plement all  this  in  your  investment 
and  speculative  strategy? 

Well,  there  seem  to  be  a  few  things 
on  which  to  hang  one's  hat.  The  first 
is  that  the  Administration  at  Wash- 
ington and  the  Federal  Reserve  au- 
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thorities  have  had  enough  of  trying  to 
deflate  the  economy  through  scarce 
and  expensive  credit— and  that  they 
won't  try  it  again  in  1971. 

The  outlook  is  for  more  abundant 
and  cheaper  credit.  This  means  lower 
interest  rates,  lower  bond  yields,  high- 
er bond  prices  and  gradually  .shrink- 
ing bank  earnings.  It  also  suggests 
that  business  activity  will  be  stimu- 
lated, at  first  a  little  and  then  a  lot. 

Mote  Inflation  Ahead 

The  second  thing  that  can  be  in- 
ferred, I  think,  is  that  inflation  in 
1971  will  regain  moinentum— not 
much  at  first,  but  as  tiine  goes  on, 
rather  importantly.  The  inflationary 
process  will  be  helped  along  by  more 
and  more  generous  wage  settlements 
patterned  after  the  General  Motors 
terms  announced  in  November.  The 
"inflation  alerts"  from  Washington 
won't  arrest  these  inflationary  trends. 

The  third  observation  is  an  opin- 
ion, and  must  be  regarded  as  such.  I 
believe  that  inflation  rapidly  is  reach- 
ing a  stage  where  it  will  be  harder 
and  harder  for  industry  to  pass  on 
higher  costs  to  customers,  and  that 
profit  margins  will  tend  to  suffer.  For 
many  years  inflation  was  proprofits.  I 


am  quite  sure  it  is  no  longer  proprof- 
its, and  it  has  begun  to  be  antiprofits 
in  many  industries. 

Fourth,  while  I  think  the  1969-70 
bear  market  is  complete  and  the  old 
May  1970  lows  will  not  be  repeated 
in  1971,  I  am  sure  that  there  is  still 
much  bull-market  debris  to  be 
cleaned  up.  To  put  it  in  contemporary 
terms,  I  think  we  need  some  reshap- 
ing of  the  financial  ecology;  and, 
whether  we  need  it  or  not,  we  are 
going  to  get  it. 

What  I  am  driving  at  is  this: 
Many  of  the  bull-market-spawned 
small-  and  medium-sized  corpora- 
tions, which  were  sold  to  the  public 
as  "growth"  companies,  really  have  no 
place  in  the  sun.  Many  of  them  are 
going  to  disappear,  either  through 
casualty  or  shotgun  mergers.  At  the 
same  time  some  of  the  larger  ones 
that  survive  will  have  to  make  their 
accounting  realistic— and  that  will  be 
very  painful  both  to  the  manage- 
ments and  to  the  stockholders  who 
failed  to  read  the  fine  print  in  the  old 
balance  sheets.  The  first  four  months 
of  1971  will  be  four  months  of  truth 
so  far  as  a  host  of  new  companies  are 
concerned.  The  industries  where  most 
of  this  accounting  trouble  will  appear 
are  computers,  electronics,  leasing, 
conglomerates  and  high-science  re- 
search. By  the  end  of  the  year  the  in- 
vestment community  should  be  pretty 
well  purged  of  the  bull-market  indi- 
gestion caused  by  sleight-of-hand 
bookkeeping  aimed  at  justifying  fan- 
tastic price/ earnings  ratios. 

A  fifth  trend  of  1971,  it  follows, 
will  be  a  deeper  appreciation  of  in- 
vestment  quality  in   common   stocks. 
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In  bull-market  enthusiasm  the  spread 
between  the  "price  of  quality"  and 
the  "price  of  lack  of  quality"  tends  to 
narrow  and  even  disappear.  The  re- 
sulting bear  market  causes  this  spread 
to  broaden  again.  The  aftermath  of 
the  correction  is  a  long  period  when 
quality  is  more  appreciated  and  the 
disadvantages  of  risk  are  stressed. 

This  implies  that  1971  will  be  the 
year  of  the  blue  chip  rather  than  the 
year  of  the  junior  growth  stock.  Of 
course,  some  speculative  issues  will  do 
well,  but  there  won't  be  so  many  of 
them  in  the  hit  parade. 

Now  let's  leave  generalizations  for 
specifics.  I  am  guessing  that  earnings 
of  the  DJ  industrials,  which  were 
about  $49  a  share  in  1970,  will  be  in 
the  $52  to  $55  range  in  1971.  The 
improvement,  however,  will  come 
mostly  in  the  second  half  of  the  year. 
The  bottom  of  the  recession  in  busi- 
ness, so  far  as  earnings  are  concerned, 
was  in  the  fourth  quarter.  It  would 
have  been  in  the  third  quarter  but  for 
the  General  Motors  strike.  Business 
will  pick  up  rather  slowly  in  January 
and  February,  but  by  March  should 
begin  to  boom.  The  unemployment 
level  may  go  as  high  as  7%,  but  busi- 
ness will  definitely  improve. 

The  DJI  may  get  up  around  925 
some  time  during  the  year,  and  prob- 
ably will  not  drop  below  the  740 
area.  Some  time  in  the  first  half,  in- 
terest rates  of  91-day  bills  will  drop 
as  low  as  4%,  but  long-term  AAA  cor- 
poration bonds  will  probably  not  sell 
to  yield  much  less  than  7%. 

The  automobile  industry  will  have 
a  good  year  as  far  as  the  number  of 
U.S. -made  cars  sold  is  concerned.  But 
profits  will  not  keep  pace  with  unit 
volume,  partly  because  of  the  change 
in  the  product  mix  toward  lower-cost 
smaller  vehicles.  The  steel  industry 
will  do  better  than  most  people  ex- 
pect, and  there  will  be  a  great  stir- 
ring of  the  waters  in  the  industry  to 
improve  profit  margins.  The  airlines 
will  continue  to  have  periodic  finan- 
cial trouble,  but  strong  ones  like  Del- 
ta and  Northwest  will  do  well.  Resi- 
dential building  will  be  subsidized  to 
the  hilt  by  fresh  and  uneconomic  in- 
fusions of  credit,  but  the  mobile 
homes  people  will  not  continue  to 
grow  as  rapidly  as  in  recent  years.  In 
computers,  most  of  the  growth  will  be 
sustained  by  the  big  companies  like 
IBM  and  perhaps  Spemj  Rand  and 
Honeywell  Many  of  the  smaller  and 
newer  companies  will  have  a  tough 
time.  More  than  90%  of  the  computer 
companies  really  have  no  reason  to 
survive.  Tiic  casualty  list  here  will  be 
high  and  IBM  will  bo  tlie  big  casual- 
ty beneficiary. 

Those  who  are  interested  in  the 
general  stock  market  trend  more  than 


in  individual  issues  should  carefully 
watch  what  happens  in  the  month  of 
January.  January  has  developed  a  fair- 
ly dependable  habit  of  setting  the 
trend  for  the  next  three  to  six  months. 
If  the  January  high  is  above  the  De- 
cember high,  and  especially  if  that 
January  high  is  recorded  toward  the 
end  of  the  month,  the  chances  are 
that  the  stock  market  will  be  reason- 
ably vigorous  into  May  or  June  at 
least.  On  the  other  hand,  if  the  Jan- 
uary low  is  under  the  December  low, 
and  the  decline  gains  momentum  to- 
ward the  end  of  the  month,  the 
chances  are  that  we  will  be  in  for 
some  more  rough  stock  market  weath- 
er. This  is  a  seasonal  rule  which  has 
been  dependable  in  late  years. 

Portfolio  Possibilities 

Like  other  analysts,  I  have  recent- 
ly had  difficulty  selecting  stocks  to  im- 
plement moments  of  general  stock 
market  optimism.  The  issue  I  have 
liked  above  all  others  has  been  Fed- 
eral National  Mortgage  (64).  I  have 
been  unable  to  comment  on  it  during 
the  period  in  which  it  has  been  under 
registration  at  the  SEC  for  the  new 
stock  issue.  This  is  a  highly  specula- 
tive stock  because  the  company's  cap- 
italization is  fantastically  leveraged 
through  a  big  debt  and  a  small  stock 
issue.  If  Fanny  Mae  can  refinance  its 
short-term  debt  so  as  to  pay  1%  less 
on  some  $8  billion,  the  effect  on  per- 
share  earnings  will  be  most  impres- 
sive. In  1970  the  spread  between  in- 
terest costs  and  interest  realizations 
was  negligible  and  only  about  80 
cents  a  share  was  earned.  I  am  pur- 
posely avoiding  an  estimate  of  1971 
per-share  earnings  because  at  this 
point  it  is  pure  guesswork. 

Some  of  the  other  stocks  I  think 
have  possibilities  for  1971  have  also 
been  mentioned  in  earlier  colums: 
Arvin  Industries  (24),  Standard  Oil 
of  California  (52),  Dart  Industries 
(35),  Superior  Oil  (176),  Philips 
Lamp  of  Holland  (15),  General  Elec- 
tric (91),  Westinghouse  (67),  Mc- 
Graw-Edison  (34),  Phelps  Dodge 
(39),  Kennecott  (37),  Newmont 
Mining  (25),  Holiday  bins  (38), 
General  Foods  (85)  and  Smith  Kline 
ir  French  (50). 

Copper  prices  have  been  very  weak 
recently.  In  theory,  smart  investors 
buy  copper  shares  when  metal  prices 
are  weak,  sell  them  when  metal  prices 
are  strong.  .  .  .  I'm  not  enthusiastic 
about  buying  bank  stocks.  Interest 
rates  are  going  down  to  offset  any  ad- 
vantage from  higher  bond  prices. 
Many  of  these  banks  must  have  made 
not  a  few  bad  loans,  which  eventual- 
ly will  have  to  be  written  off.  I  think 
the  P/E  ratio  for  bank  stocks  right 
now  should  be  lower  than  normal.   ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Tarnished  Image 


Uncle  Sam  isn't  ten  feet  tall  anymore, 
and  his  imaqe  is  badly  tarnished.  This 
is  the  inescapable  conclusion  reached 
after  another  lengths  visit  to  Europe 
and  extensive  conversations  with  many 
bankers,  businessmen  and  just  friends. 
The  process  of  deterioration  of  the 
status  of  the  U.S.  has  been  under  way 
for  over  a  decade,  but  it  has  become 
progressively  worse  in  the  past  vear. 

Tourists  will  remember  how,  back 
in  the  Fifties,  they  took  a  bundle  of 
nice,  crisp  dollar  bills  along  on  their 
trips  to  Europe.  Tlie.se  greenbacks 
were  the  magic  wand  that  opened  all 
doors,  though  not  necessarily  all 
hearts.  The  prestige  of  the  U.S.  and 
its  monev'  was  bevond  riuestion. 

Then,  a  little  over  ten  years  ago, 
the  dollar  showed  its  first  symptoms  of 
weakness,  due  perhaps  to  profligacy  at 
home,  plus  heav\  investments  abroad, 
plus  overly  generous  foreign  aid.  Sud- 
denly, in  the  fall  of  1960,  the  price  of 
gold  in  Zurich  jumped  o%er  2(H  above 
the  official  U.S.  price  of  $35  an  ounce. 
Washington  had  been  fast  asleep. 
President  Eisenhower  had  no  quick 
solution.  One  of  his  suggestions  was  to 
bring  the  servicemen's  dependents 
home  from  Europe  in  order  to  save 
some  dollars.  Sounds  naive?  Well  it 
was.  Europeans  just  chuckled. 

As  the  .American  hoard  of  gold  di- 
minished, the  Kennedy  Administration 
invented  the  Interest  E(jiialization 
Ta.\.  The  world's  wealthiest  countrv' 
penalized  its  citizens  for  investing  in 
foreign  securities.  Incredible?  Yes,  it 
was  and  it  is.  Europeans  shook  their 
heads.  The  ta.x,  intended  to  be  tem- 
porary, is  still  in  effect. 

President  Johnson,  faced  with  the 
same  balance-of-pa\ments  problem, 
came  up  with  a  real  lulu.  Three  years 
ago  he  proposed  a  tax  on  foreign 
travel.  This  utter  idiocy,  fortunately, 
died  before  it  made  us  the  laughing 
stock  of  the  world. 

The  Vietnam  war  did  not  enhance 
our  prestige  in  the  world,  but  most 
Europeans  understood  our  dilemma 
and  sympathized  with  us— up  to  a 
point.  When  the  war  was  escalated, 
criticism  escalated  too.  While  our" 
stock  market  boom  helped  the  dollar 
along  for  a  while  by  attracting  vast 
amounts  of  investment  and  specula- 
Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
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ti\  e  funds  from  abroad,  the  gold  bleed- 
ing continued  until  we  had  to  abandon 
even  the  semblance  of  the  gold  stand- 
ard. The  Europeans,  fautc  de  micux, 
had  to  go  along.  The  Germans  again 
revalued  the  D  mark. 

The  present  Administration  is  also 
doing  its  share  further  to  undermine 
world  confidence  in  the  U.S.  and  its 
currency  by  seeking  legislation  that 
money  transfers  abroad  be  reported 
to  the  authorities.  Can  you  imagine 
what  this  means?  And  the  1970  fed- 
eral income  tax  return  asks  whether 
\ou  have  a  bank  account  abroad.  As 
this  question  is  not  connected  with  a 
tax  amnesty,  answering  it  could  be 
suicidal  in  some  cases.  But  the  crooks 
and  tax  dodgers  have  little  to  worry 
about.  I  was  assured  that  there  are 
many  ways  to  give  a  "nay"  answer 
without  danger  of  perjury. 

Shocking  Developments 

\\  liile  Europeans  have  become  in- 
dulgent of  the  foibles  and  follies  of  our 
Government,  they  were  shocked  to 
the  core  by  the  downfall  of  two  major 
American  investment  empires  operat- 
ing ill  Europe:  Bernie  Cornfeld's 
I.O.S.  and  Gramco,  the  real  estate 
inveslmeiil  trust.  Both  had  been  doing 
business  on  a  grandiose  scale,  using 
well-known  names  to  emphasize  their 
respbctability.  I.O.S.  had  Jimmy 
Roosevelt;  Gramco,  Pierre  Salinger. 
The  scandalous  collapse  of  the  United 
California  Bank  in  Ba.sel  was  merely 
the  frosting  on  the  cake.  Fortunately, 
this  bank  had  a  rich  papa  who  is 
paying  off  his   sinning  child's   debts. 

As  if  all  this  wasn't  bad  enough, 
prestigious  American  underwriting 
firms  invited  their  European  counter- 
parts to  participate  in  the  .selling  of 
Eurodollar  bonds  of  companies  like 
Four  Seasons  Nursing  Centers,  Levin- 
Townsend,  Commonwealth  United, 
etc.  The  banks'  "gratitude"  for  these 
blows  to  their  reputation  is  boundless. 

Then  came  the  Penn  Central  de- 
bacle. Pennsylvania  Railroad  had  long 
been  a  traditional  investment  stock  in 
Europe.  After  all,  it  had  never  missed 
a  dividend  since  1848!  "How  is  this 
possible?"  I  was  asked  time  and  again. 
What  could  1  say?  Shortly  before  the 
collapse  the  Penn  Central  "stuck"  them 
with  a  huge  amount  of  one-year  notes, 
which    were    presumed    to    be    high- 


grade  investments.  Cue  can  appreci- 
ate their  resentment. 

Finally,  to  make  the  measure  full, 
consider  the  mess  in  Wall  Street.  Eu- 
ropean banks  had  been  understanding 
when  some  brokerage  firms  fell  be- 
hind in  their  paperwork  during  the 
1968-69  bulge  in  trading  volume.  It 
was  an  annoyance,  but  some  of  them 
had  experienced  similar  problems 
themselves.  Yet  when  one  major  firm 
after  the  other  just  folded  or  had  to  he 
rescued,  the  Europeans  became  deep- 
ly concerned  and  utterly  distrustful  of 
virtually  all  Wall  Street  firms.  Can  one 
blame  them  for  not  leaving  balances 
with  the  brokers  and  having  all  secu- 
rities immediately  delivered  out?  But 
for  a  foreign  individual  investor  this 
makes  trading  in  U.S.  stocks  prohibi- 
tively expensive. 

This  column  is  headed  stock  anal- 
ysis, but  this  is  New  Year,  and  af  this 
time,  I  think,  it  is  far  more  important 
to  face  the  facts  and  the  problems 
than  to  attempt  to  pick  a  few  stocks 
which  may  outperform  the  market. 
We'd  better  worry  about  ourselves 
and  our  image  in  the  world. 

Through  our  own  follies,  mistakes 
and  misconduct— and  I  am  only  talk- 
ing about  the  field  of  finance— we  have 
shattered  our  prestige  and  wrecked 
the  world's  confidence  not  only  in  our 
competence  but  even  our  integrity. 
This  is  a  shame.  We  know  that  all  is 
not  as  bad  as  it  seems,  but  a  few  bad 
apples  endanger  the  whole  basket. 

The  blame  for  what  has  happened 
belongs  everywhere,  from  the  Presi- 
dent and  Congress  on  down  to  the 
Treasury  Department,  the  Federal  Re- 
serve and  the  Securities  &  Exchange 
Commission;  from  the  New  York  Stock 
Exchange  to  the  investment  bankers 
and  the  brokerage  fraternity;  and 
don't  forget  the  lawyers  and  accoun- 
tants who  write  the  prospectuses  and 
financial  reports.  Their  language,  es- 
pecially in  the  footnotes,  is  difficult  for 
an  American  security  analyst  to  un- 
derstand. It  is  utterly  unintelligible  for 
a  foreigner,  even  if  he  has  complete 
command  of  English. 

If  the  U.S.  is  to  retain  its  command- 
ing position  in  finance,  commerce  and 
industry,  we  must  conduct  ourselves 
accordingly.  The  damage  that  has 
been  done  in  the  past  decade  is  not 
irreparable.  There  remains  a  tremen 
dous  reservoir  of  goodwill.  But  our 
friends  abroad  worry  about  us.  They 
shudder  at  our  clumsy  mistakes.  Many 
of  them  are  frequent  visitors  to  the 
U.S.  and  they  view  the  deterioration 
of  the  quality  of  life  over  here  with 
concern.  Is  it  surprising  that  some  of 
them  begin  to  wonder  about  our  com- 
petence and  integrity?  To  rebuild  con- 
fidence should  be  the  major  task  in 
1971.  ■ 
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The  investment  decisions  you  mal<e  in 
the  next  few  weeks  may  greatly  influ- 
ence your  investment  progress  in  1971. 

Here  is  your  opportunity  to  share  with 
Babson  clients  all  over  the  world,  the 
opinions  and  predictions  of  Babson's 
Investment  Staff  as  to  the  course  of 
stocks,  bonds  and  business  in   1971. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


What  Kind  Of  Bull  Market? 


Christmas  came  early  in  the  stock 
market.  Without  benefit  of  seasonal 
yearend  demand,  and  shrugging  off 
the  tax-selling  pressures  that  have  of- 
ten kept  the  overall  price  trend  from 
rising  during  most  of  December,  the 
stock  market  early  last  month  staged 
a  power  rally  that  ended  a  three- 
month  stalemate  and  produced  a 
breakout  from  the  Dow's  big  1970 
base  several  weeks  sooner  than  I  had 
dared  expect  in  my  preceding  col- 
umn. So  I  owe  you  an  apology  for 
poor  market  timing;  fortunately,  in 
Forbes  for  Nov.  15  and  Dec.  1,  I 
was  able  to  give  you  ample  notice 
that  the  market  was  getting  ripe  for 
just  such  a  breakout. 

Well,  here  we  are:  The  Dow's  new 
major  trend  base  structure  has  been 
completed  and  I  think  it's  now  tech- 
nically all  but  indisputable  that  since 
late  May  1970  a  bull  market  has  been 
under  way.  The  breakout  promptly 
assumed  typical  buying-stampede 
proportions  as  theretofore  skeptical 
investors  poured  massive  amounts  of 
reserve  buying  power  into  common 
stocks  all  at  once  and  thus  pushed 
average  daily  NYSE  trading  volume 
to  a  new  high.  Many  precedents  sug- 
gest that  bull  markets  do  not  end  un- 
til long  after  the  pace  of  trading  has 
ceased  to  rise,  and,  in  any  case,  the 
life  expectancy  of  a  bull  market  nor- 
mally can  be  reckoned  in  years  rather 
than  in  months.  True,  as  I  write  this 
there  are  still  some  flaws  in  the  tech- 
nical picture,  but  they  seem  relatively 
marginal  and  I  would  expect  them  to 
disappear  sooner  or  later. 

To  be  sure,  too,  die-hard  pessi- 
mists can  point  out  that  the  May-De- 
cember recovery  "merely"  retraced 
about  half  the  Dow's  1968-70  bear- 
market  drop  and  so  might  prove  to  be 
nothing  more  than  a  technical  rally  in 
a  superbear  market.  But  considering 
that  this  recovery  occurred  in  re- 
sponse to  stimulative  monetary  and 
fiscal  policies  designed  to  promote  a 
general  business  expansion  into  1972 
and  therefore  unlikely  to  be  reversed 
ior  months  to  come,  investors  can,  I 
think,  ignore  the  bear-niarket-ralK' 
thesis  and  plan  in  terms  of  a  bull  mar- 
ket during  most  or  all  of  1971  and 
quite  conceivably  well  into  1972. 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex 
change  firm  of  Abraham  &  Co. 


As  past  columns  here  have  pointed 
out,  standard  technical  indications  are 
that  this  bull  market  could,  given  time, 
work  its  way  up  to,  and  eventually 
beyond,  the  Dow's  1966  and  1968 
peaks  in  the  high  900s.  This  may 
sound  a  little  rich  right  now,  but  it  is 
probably  not  as  outlandish  as  it  might 
seem.  Even  if  the  economy  stages  no 
more  than  a  relatively  sedate  recovery 
this  year,  corporate  earnings,  in  the 
aggregate,  should  improve  at  a  con- 
siderably faster  pace,  as  they  usually 
do  when  business  first  comes  out  of  a 
recession.  Indeed,  some  very  respect- 
able economists  now  think  that  in  the 
fourth  quarter  of  1971  corporate  prof- 
its could  be  gaining  at  an  annual  rate 
approaching  25%  and  that,  for  the  cal- 
endar year  as  a  whole,  the  improve- 
ment will  be  nearer  15%  than  10%.  For 
the  Dow  Jones  industrials  this  might 
mean  that  earnings  above  $60  "per 
share"  will  be  in  sight  as  1972  ap- 
proaches—a prospect  that  would, 
eventually,  support  the  Dow  in  the 
900-1000  range  and,  right  now,  would 
argue  against  any  deep  or  prolonged 
relapse  under  800. 

An  Up-and-Down  Performance 

Even  so,  I'm  inclined  to  doubt  that 
the  new  bull  market  will  soar  like  its 
1966-68  predecessor.  It  may  be  wiser, 
instead,  to  prepare  for  a  choppier  per- 
formance, for  pretty  substantial  up- 
and-down  mileage.  One  simple  tech- 
nical reason  for  thinking  so  is  that  this 
major  uptrend  will  have  to  work  its 
way  through  a  lot  more  potential  over- 
head supply  than  the  previous  one. 
The  1968-70  bear  market  left  many 
more  investors  stranded  with  high- 
cost  stock,  and  waiting  to  get  out 
"even",  than  the  relatively  brief  bear 
market  of  1966.  What's  more,  the 
1968-70  collapse  .seems  to  have  dis- 
illusioned thousands  of  investors  with 
the  lure  of  long-term  appreciation, 
with  the  buy-and-hold  "technique" 
that  produced  such  fine  results  in  the 
Sixties— provided  \ou  sold  before  the 
late  bear  market  really  got  going. 

I  find  that  more  and  more  people 
are  now  planning  to  accept  relatively 
short-term  gains,  if  and  as  they  can 
realize  them— not  least  because  nearly 
everyone  has  substantial  loss  carry- 
overs or  paper  losses  that  can  be 
taken  to  offset  new  short-term  gains. 
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So  there  are  apt  to  be  plenty  of  willing 
sellers  around  to  keep  the  going  from 
getting  too  easy.  On  the  other  hand, 
the  resulting  kind  of  market  could  be 
heaven  for  nimble  traders. 

From  a  nontechnical  \iewpoint,  too, 
I  doubt  that  this  bull  market  is  about 
to  nm  away.  Almost  ever>one  now 
"knows"  that  first-  and  second-quarter 
business  statistics  should  be  generally 
on  the  upbeat,  in  the  main  because 
of  catch-up  production  and  demand 
in  the  wake  of  the  GM  strike  and  per- 
haps also  because  of  inventory  buying 
against  a  possible  steel  strike  after 
midyear.  Investors  will  probabh  be 
reluctant  to  bid  up  stock  prices  very 
far  in  anticipation  of  a  business  im- 
provement that  stems  from  such  causes 
and  which,  therefore,  might  subside 
in  the  third  quarter.  .\nd  the  fourth 
quarter,  which,  as  things  look  now, 
could  be  quite  strong,  may  still  be  a 
little  too  distant  to  tempt  investors 
into  paying  fancy  prices  now.  Mean- 
while, too,  it  still  remains  to  be  seen 
how,  and  how  effectively,  the  Admin- 
istration goes  about  checking  cost- 
push  inflation,  while  the  Federal  Re- 
ser\e  continues  to  work  for  a  more  sa- 
lubrious monetary  and  interest-rate 
climate.  An  expansive  monetary  trend 
should,  of  course,  tend  to  limit  set- 
backs in  the  stock  price  averages. 

Bargain-Priced  Values 

Weighing  all  these  considerations, 
one  against  another,  I  think  you  could 
sensibly  e.xpect  the  Dow  to  be  higher, 
perhaps  a  good  deal  higher,  by  the 
end  of  1971  than  at  the  end  of  1970. 
But  it  might  also  be  well  to  assume, 
for  now  at  least,  that  the  1971  bull 
market  will  be  punctuated  by  some 
more-than-negligible  pauses  and  set- 
backs—that this  year's  advance  may 
be  a  relatively  arduous  process.  Over 
the  next  few  months,  I  would  tenta- 
tively look  for  the  Dow  to  spend 
much  time  fluctuating  between  800 
and  840;  I'd  guess,  at  any  rate,  that 
reactions  will  not  carry  lower  than 
about  790,  but  also  that  a  decisive 
push  through  the  November  1969  in- 
traday  rally  peak  at  871.77  will  not 
occur  until  last  month's  breakout  has 
been  thoroughly  consolidated. 

If  I  am  right  in  these  views,  inves- 
tors who  prefer  traditional  blue 
chips  may  find  adequate  percentage 
gains  none  too  easy  to  come  by  unless 
they  are  willing  to  exercise  a  consid- 
erable patience.  However,  those  who 
are  willing  to  deal  aggressively  in 
stocks  below  the  blue-chip  level— a 
huge  sector  where  prices,  on  average^ 
have  retraced  perhaps  less  than  25% 
of  the  1968-70  collapse— should  be  able 
to  find  many  bargain-priced  values 
with  intriguing  speculative  apprecia- 
tion potentials.  ■ 
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WALL  STREET  VIEW 

By  Charles  Rolo 


Your  Worst  Enemy 


I  HAVE  JUST  conceived  a  nifty  plot 
for  a  work  of  science  fiction,  and  let 
me  assure  you  it's  pertinent  to  the  sol- 
emn matters  with  which  a  Wall  Street 
column  should  concern  itself. 

My  hero,  Mr.  Brain,  is  convinced 
there  must  be  a  surefire  formula  for 
making  a  billion  dollars  in  the  stock 
market.  Attacking  the  problem  scien- 
tifically, he  studies  the  characteristics 
of  a  sample  of  j/nsuccessful  investors, 
and  this  is  what  he  finds:  They  are 
intellectually  lazy,  gullible,  greedy,  ir- 
rational, indecisive,  prone  to  extremes 
of  optimism  and  pessimism,  and  read- 
ily infected  by  the  emotions  of  the 
crowd.  Since  the  traits  which  make 
for  failure  in  the  stock  market  are  al- 
together human,  Mr.  Brain  concludes 
that  success  hinges  on  becoming 
somewhat  inhuman:  on  doing  that 
which  does  not  come  naturally. 

Brain  then  synthesizes  a  harmless 
pill  which  induces  the  ideal  psycho- 
logical attitudes  for  investors.  It  pro- 
vides total  immunity  against  the  emo- 
tions of  the  crowd  and  instant  aware- 
ness of  one's  own  irrational  impulses. 
It  generates  a  strong  sense  of  inner 
direction  and  the  self-confidence 
needed  to  persist  in  a  course  which 
may  look  wrong  in  the  short  run  and 
may  take  a  long  time  to  be  proved 
right.  Above  all,  it  brings  about  that 
dynamic  fusion  of  opposite  traits— be- 
lief and  skepticism— which  is  essen- 
tial to  the  discovery  of  potentialities 
and  future  values  not  discounted  in 
current  market  prices.  (Belief  with- 
out skepticism  degenerates  into  gul- 
libility; total  skepticism  simply  leads 
to  chronic  inertia.) 

Brain  presently  becomes  a  billion- 
aire. But  Bad  Guys  get  wind  of  the 
pill  and  set  out  to  capture  the  formu- 
la. Brain  is  faced  with  a  dilemma. 
Rich  beyond  all  his  dreams,  he  would 
gladly  release  his  formula.  But  he 
wonders  whether  the  securities  mar- 
kets could  still  flourish  if  all  inves- 
tors behaved  with  flawless  rationality. 
Since  I'm  giving  away  the  plot,  free 
and  gratis,  you  can  write  your  own 
riveting  conclusion. 

The  point  of  my  excursion  into  fan- 
tasy is  this:  1970  provides  us  with 
dramatic  reminders  that  the  investor's 
worst  enemv  is  human  nature.  In  the 


A  guest  columnist.    Mr.    Rolo   is  co-director  of   the 
Research  Dept    of  the   NYSE  firm  of  H.    Hentz  &  Co. 


spring,  the  vast  majority  of  investors 
succumbed  to  a  mass  psychology  of 
doom  and  gloom,  which  stubbornly 
persisted  in  the  face  of  mounting  evi- 
dence that  the  worst  was  over  and 
that  stock  prices,  in  many  sectors  of 
the  market,  were  ridiculously  low. 
Then  in  mid-November,  a  "buying 
panic"  set  in,  and  as  of  late  December 
the  Dow  was  higher  than  it  was  at 
the  beginning  of  the  year.  But  how 
many  portfolios  have  recouped  in  the 
second  half  the  losses  of  the  first  half? 
Not  many.  Failure  of  nerve  kept  most 
investors  on  the  sidelines  until  many 
stocks  had  risen  20%  to  25%  or  more. 

There's  a  lesson  to  be  learned  from 
this.  We  could  all  significantly  im- 
prove our  performance  in  the  stock 
market  if  we  concerned  ourselves  as 
vigilantly  and  as  critically  with  our 
psychological  attitudes  and  irrational 
impulses  as  we  do  with  economic  fore- 
casts, earnings  projections,  charts  and 
the  signals  given  by  the  tape.  This  is 
far  easier  said  than  done,  but  here's  a 
practical  suggestion.  Whenever  you're 
contemplating  investment  decisions, 
devote  a  few  minutes  to  rigorous  self- 
analysis.  Ask  yourself  whether  you're 
really  acting  in  accordance  with  your 
rational  convictions  or  whether  you're 
simply  being  swayed  by  despondency, 
euphoria,  or  any  other  of  the  all  too 
human  emotions.  No  amount  of  self- 
analysis  can  transform  us  into  ideal 
investors,  but  discipfine  helps. 

Looking  Ahead 

By  this  time,  readers  of  Forbes 
have  been  surfeited  with  forecasts,  so 
I'll  confine  m\self  to  a  few  key  points 
in  my  tentative  scenario  for  1971. 

•  Improved  productivity.  In  spite 
of  union  wage  escalation,  productivi- 
ty should  impro\e  sharply  as  industry 
moves  back  to  higher  operating  levels. 
Moreover,  the  past  record  shows  that 
the  best  gains  in  productivity  were 
registered  after  both  defense  spending 
and  capital  spending  declined,  which 
is  precisely  what  has  happened.  In- 
creased producti\ity  will  of  course 
widen  profit  margins,  which  should 
also  benefit  from  the  fact  that  busi- 
ness psychology  is  still  pessimistic  and 
cost  cutting  has  not  been  relaxed. 

•  Stimulative  policies.  Herbert 
Stein,  an  influential  member  of  the 
Council  of  Economic  Advisers,  has  said 
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real  gross  national  product  will  have 
to  grow  12*?  from  mid-1970  to  mid- 
1972  in  order  to  restore  "full  employ- 
ment." (An  8%  growth  in  real  GNP 
in  that  period  would  leave  unemploy- 
ment unchanged.)  Anything  ap- 
proaching the  12%  figure  spells  strong 
reacceleration,  and  it's  no  secret  that 
the  Administration  is  campaigning  for 
more  expansive  monetary  policies  on 
the  part  of  the  Fed.  The  rationale  be- 
hind this  is  that  the  least  inflationary 
course  would  be  to  give  the  economy 
a  dynamic  thrust  now,  when  there's 
plenty  of  slack,  and  taper  off  when 
growth  is  accelerating.  Thus  my  as- 
sumption is  that,  even  if  the  Fed 
isn't  as  expansive  as  the  Administra- 
tion would  like,  the  new  "game  plan" 
will  be  sharply  stimulative. 

•  Recovery  in  corporate  profits.  It 
follows  from  the  above  that  1971 
should  witness  a  healthy  recovery  in 
corporate  profits.  My  belief  is  that  the 
"standard  forecast"  of  a  10%  gain 
could  prove  conservative  and  13%  to 
14%  might  not  be  overoptimistic.  This 
means  that  Dow  earnings  could  re- 
bound to  the  $60  area.  If  these  hypo- 
theses are  true,  they  provide  a  sound 
basis  for  a  moderate  bull  market. 

An  Opportunistic  Approach 

The  big  restraining  force  will  be 
continuing  fears  of  a  resurgence  of 
inflationary  pressures  as  the  recovery 
gathers  momentum.  This  is  a  very  real 
danger  and  it  underscores  a  point 
which  has  been  made  by  other  col- 
umnists in  Forbes  in  recent  months. 
The  changes  of  the  past  two  years  in 
our  economic,  social  and  political  en- 
\ironment  have  put  in  question  some 
of  the  basic  long-term  assumptions  on 
which  most  investors  have  operated 
for  the  past  20  years.  It  has  become 
increasingly  difficult  to  envisage  what 
might  be  happening,  say,  18  months 
ahead  with  any  degree  of  assurance. 
Thus  a  strong  case  can  be  made  for 
shrinking  the  time  span  on  which  in- 
vestment decisions  are  based— for  tak- 
ing a  more  opportrmistic  approach 
to  the  stock  market.  If,  as  I  believe, 
the  underlying  market  trend  is  likely 
to  be  upward  over  the  intermediate 
term,  investors  should  try  to  make  the 
most  of  it. 

Here  are  some  issues  which  I  con- 
sider candidates  for  purchase  at 
around  current  levels.  Since  there's  no 
space  for  comment  or  earnings  esti- 
mates, I'll  simply  list  the  stocks  as  sug- 
gestions for  further  investigation.  In- 
vestment Grade:  Philip  Morris 
(47),  Gimbel  Bros.  (37),  Long  Island 
Lighting  (24).  Medium  Quality: 
Helena  Rubinstein  (30),  USLife 
Corp.  (32),  Chesapeake  i:^  Ohio  (49). 
Speculative:  Crowell-C oilier  <b-  Mac- 
millan  (11);  SCOA  Industries  (14).  ■ 


trustees ' 
and  trends 


The  accelerating  practice  today  and  in  recent  years  has  been  the  trend 
of  institutional  investors — associations,  employee  benefit  funds,  endow- 
ments, unions — to  seek  the  best  Investment  research  and  counsel  available. 
Trustees  and  administrators  directly  responsible  for  large  amounts  of  in- 
stitutional funds  have  recognized  the  advantages  of  obtaining  progressive 
and  Imaginative  professional  investment  management. 

Another  trend  has  been  for  very  large  funds  to  employ  "multiple"  invest- 
ment management,  thereby  spreading  the  Investment  responsibility  among 
several  Investment  organizations.  This  allows  the  fund  to  give  each  adviser 
more  manageable  amounts  of  assets  to  work  with,  to  obtain  specialized 
investment  skills,  to  gain  diversification  of  different  investment  manage- 
ment approaches,  and  to  compare  results. 

Working  with  major  Institutional  funds  we  have  had  the  opportunity  to 
witness  these  and  other  significant  changes  taking  place,  to  study  the 
reasons  why,  and  to  Influence  progressive  changes  ourselves. 

Established  In  1937,  T.  Rowe  Price  and  Associates,  Inc.  is  a  private  in- 
vestment research  and  counsel  firm  serving  major  Institutional  clients 
nationwide.  If  you  are  concerned  about  the  investment  progress  of  a  large 
fund  and  wish  to  discuss  major  trends  affecting  your  fund,  write  or  call 
William  B.  Thompson,  Vice  President,  AC  301-539-1992. 

INVESTMENT  RESEARCH  AND  COUNSEL 

NEW  YORK        BALTIMORE       Washington,  d.c. 


dividend  notice 


Imiodle  south  utilities,  inc. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  25/4i 
per  share  on  the  Common  Stock,  an  increase  of  Vhi  per  share, 
payable  January  2,  1971,  to  stockholders  of  record  at  the  close 
of  business  December  14.  1970.  ^    FITZGERALD 

December  4,  1970    [secretary 

THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  Slight  Company      Mississippi  Power  &  Light  Company 
Louisiana  Power  &  Light  Company      New  Orleans  Public    Service    Inc. 


NATIONAL 

INVESTORS 

CORPORATION 

A  UNION  SERVICE  FUND 


95 


th 


consecutive 
dividend 


8  Cents  a  Share 

Payable  December  18,  1970 
Record  Date  December  7,  1970 

65  BROADWAY,  NEW  YORK,  N.  Y.  10006 


BROAD   STREET 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 


th 


164 


consecutive 

quarterly 

dividend 


12  Cents  a  Share 

Payable  December  18,  1970 
Record  Date  December  7,  1970 

65  BROADWAY,  NEW  YORK,  N.  Y.  10006 
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"42nd  Street"—  Ginger  Rogers,  Ruby  Keeler,  Una  Merlcel. 


Forbes  likes  a  nice  clean  sho\A/. 

And  that's  the  kind  of  performance  we  ourselves  deliver,  when  it  comes  to  quality  circulation.  FORBES  has  the  cleanest 
circulation  of  the  three  leading  business  magazines,  according  to  the  latest  Publishers'  Statements  from  the  Audit  Bureau 
of  Circulations. 

What  does  clean  circulation  mean?  First,  it  means  that  more  of  our  subscribers  are  willing  to  pay  the  full  price  for  our 
magazine.  No  fancy  cut-rate  deals  are  needed  to  win  them.  Second,  more  of  our  subscribers  take  it  on  themselves  to  order 
FORBES  by  mail.  They  don't  wait  to  be  sold  by  agencies.  And  third,  more  of  our  subscribers  order  FORBES  for  three  years 
or  longer.  A  real  vote  of  confidence  in  the  magazine. 

Here's  the  clean  case  for  FORBES,  as  revealed  in  the  ABC  statements: 


Full 

Price 

Subscriptions 


Order 

Magazine 
By  Mail 


Order 

for  3  Years 

or  More 


FORBES 

Fortune 
Business  Week 


86% 

38% 
79% 


91% 

80% 
81% 


44% 

13% 
31% 


Another  important  part  of  being  clean  is  having  fully  paid  up  circulation.  Like  FORBES  has.  Not  one  of  our  subscriptions 
is  in  arrears.  Whereas  Fortune  carried  8,941  in  arrears  and  Business  Week  carried  20,825  in  the  first  six  months  of  1970. 

Count  on  FORBES  for  cleaner  subscribers.  Our  advertisers  do. 

FORBES  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Consider  Resource  Stocks 


It  would  be  pleasant  to  ignore  the 
experiences  of  the  last  12  months  and 
be  guided  merely  by  the  very  favor- 
able market  action  of  December. 
However,  let's  not  be  fooled.  One 
cannot  forget  that  the  pendulum  in- 
variabK  swings— and  almost  as  invari- 
ably it  can  swing  too  far.  It  was  ob- 
\ious— and  the  fact  has  been  noted 
here  before— that  before  any  restric- 
tive monetary  policy  showed  signs  of 
a  possibility  of  a  recession  taking 
place,  it  would  be  corrected.  Coun- 
teraction in  an  inflationary  direction  is 
not  difficult  to  attain  and  is  imques- 
tionably  more  popular  at  any  time 
than  are  restrictive  measures.  Yes,  in- 
terest rates  are  on  the  decline  and, 
yes,  money  is  becoming  much  more 
freely  available. 

The  question  remains:  Have  the  ills 
which  were  the  reason  for  monetary 
restraint  been  cured?  The  answer  to 
this  must  be,  at  best,  uncertain.  Tme, 
the  econom\  is  no  longer  bouncing. 
But  it  is  also  true  that  price  increases, 
the  inflationary  pressure,  have  not  as 
yet  abated. 

The  real  tragedy  would  be  to  dis- 
cover that,  after  having  undergone  the 
stringent  monetary  squeeze  of  recent 
years,  we  now  have  to  reinflate  the 
economy  without  the  major  sickness 
having  been  cured.  Unhappily,  too 
many  clues  point  to  the  likely  con- 
tinuation of  erosion  in  the  purchasing 
pou  er  of  the  dollar. 

Above-Average  Prospects 

In  other  words,  investment  aims 
must,  to  a  very  large  extent,  continue 
to  follow  a  policy  of  protecting  our 
savings  from  a  decline  in  the  pur- 
chasing power  of  money  at  a  time 
when  the  wage  squeeze  may  hit  many 
corporate  profits  hard.  One  means  to 
achieve  this  end  is  by  investing  in 
natural  resource  stocks,  always  keep- 
ing in  mind,  of  course,  the  fact  that 
many  minerals  have  markets  which 
fluctuate  widely.  Oil  is  a  good  exam- 
ple. The  stocks  of  many  oil  companies 
currently  seem  to  offer  above-average, 
long-term  prospects. 

The  largest  international  oil  compa- 
ny is  Standard  Oil  of  New  Jersey, 
the  second  largest  combine  is  the 
Royal  Dutch! Shell  group.  It  is  well 
to  remember  that,  while  Jersey  is  an 
American  company  and  Royal /Dutch 


is,  of  course,  foreign,  the  percentage 
of  Royal/ Dutch's  interest  in  the  U.S. 
is  larger  than  that  of  Standard  Oil's 
organization.  The  Royal  Dutch/ Shell 
group  is  owned  60%  by  the  Royal/ 
Dutch  Co.  of  Holland,  and  40%  by 
Shell  Trading  &  Transport  of  London. 
The  stock  of  both  holding  companies 
is  listed  on  the  New  York  Stock  Ex- 
change. Royal/ Dutch's  current  price 
is  45.  Royal /Dutch  compares  very  fa- 
vorably with  Jersey  as  an  investment 
medium.  The  shares  of  Shell,  how- 
ever, are  relatively  overpriced  be- 
cause of  the  premium  London  places 
on  international  stocks. 

Underpt'iced 

Roughly  20  years  have  passed  since 
Iran  tried  to  nationalize  the  refineries 
of  the  Anglo-Iranian  Oil  Co.  At  the 
time  Anglo-Iranian  was  an  important 
oil  producer,  but  its  assets  were  al- 
most entirely  in  the  Middle  East. 
Since  then,  the  name  of  the  company 
has  been  changed  to  British  Petrole- 
um and,  while  it  still  has  a  large  in- 
terest in  the  Middle  East,  BP  is  grad- 
ually emerging  as  a  true  internation- 
al major.  Its  discoveries  in  Alaska  will 
give  it  an  important  stake  in  this  new 
oil  region,  while  its  acquisitions  from 
Sinclair  and  Atlantic  Richfield  and  its 
deal,  with  Sohio  (Standard  Oil  of 
Ohio)  have  given  it  an  entree  in  the 
U.S.  domestic  distributing  market,  still 
the  richest  and  most  important  single 
market  in  the  world. 

Due  to  disappointment  that  the 
Alaskan  finds  arc  taking  such  a  long 
time  to  become  revenue-raising  prop- 
erty, British  Petroleum  shares  are  cur- 
rently selling  at  almost  half  the  price 
they  commanded  at  the  height  of  the 
Alaskan  discovery  fever.  Even  allow- 
ing for  the  fact  that  first  excitement 
can  cause  overexuberance,  the  shares 
now  seem  to  be  very  much  under- 
priced,  and  the  third-quarter  profit 
figures,  which  were  favorable  beyond 
the  expectations  of  many  analysts, 
seem  to  emphasize  this  fact. 

Although  American  Smelting  &  Re- 
fining is  a  domestic  company,  most  of 
its  interests  are  outside  of  the  U.S. 
I  reviewed  this  company  last  year  and 
pointed  out  at  that  time  that  the  mar- 
ket capitalization  of  its  Australian  in- 
terests came  to  approximately  the 
same  as  the  capitalization  of  Ameri- 


can Smelting  based  on  the  price  of 
the  stock  on  the  New  York  Stock  Ex- 
change. This  is  still  the  case.  Its  Aus- 
tralian holdings  in  MIM  (formerly 
Mount  Isa  Mines)  is  roughly  valued 
the  same  as  a  recent  price  of  25/4 
for  American  Smelting.  MIM  is  a  ma- 
jor participant  in  an  Australian  min- 
ing group,  and  its  wide  interests  in 
copper,  lead,  zinc  and  silver  show 
great  potential.  Although  of  great  val- 
ue, the  holdings  of  American  Smelting 
in  Mexico  and  the  U.S.  are  apparent- 
ly ignored  by  the  stock  market,  and 
its  politically  threatened  assets  in 
Peru  seem  to  be  regarded  as  a  lia- 
bility rather  than  the  contingent  as- 
set they  represent. 

Among  major  international  stocks 
where  substantial  recovery  can  be  ex- 
pected in  the  not-too-distant  future,  I 
would  place  Unilever.  Though  this 
type  of  stock  may  not  hold  much  sex 
appeal  at  today's  market  standards, 
earnings  are  impressive  and  many  of 
the  products— in  fact,  most  of  the 
products— are  in  a  category  where 
small  upward  adjustments  in  selling 
price  are  feasible.  It  is  true  that  in 
some  of  their  lines,  especially  the  toi- 
letries field,  competition  might  make 
this  impractical.  The  shares  of  the 
Dutch  company,  Unilever  M.V.,  are 
interesting.  The  shares  of  Unilever 
Ltd.,  its  English  sister  company,  are 
overpriced  in  the  same  way  as  Shell 
is  overpriced  in  relation  to  Royal/ 
Dutch,  and  for  the  same  reason. 

Keyed  to  the  Dollar 

In  last  month's  column  I  discussed 
the  move  toward  a  common  currency 
in  the  European  Economic  Communi- 
ty and  what  this  would  entail  for  Eu- 
ropean banking.  It  is  interesting  to 
note  that  the  new  $30-million  loan 
taken  by  the  European  Coal  and 
Steel  Community  is  making  a  signifi- 
cant step  toward  establishing  a  cap- 
ital market  for  the  Inner  Six.  Seven 
banks,  one  from  each  country  of  the 
Common  Market  plus  an  extra  Ger- 
man bank,  are  launching  this  loan 
which  will  be  denominated  in  Euro- 
pean monetary  units,  with  one  unit 
being  the  equal  of  one  dollar.  A  sub- 
scriber can  pay  in  any  of  the  Common 
Market  currencies  and,  at  his  option, 
can  receive  interest  and  return  of  cap- 
ital in  any  of  them  at  predetermined 
parities,  i.e.,  the  parities  existing  to- 
day. This  is  complete  protection  for 
an  investor  within  the  Common  Mar- 
ket against  unilateral  devaluation  of 
any  of  its  currencies. 

An  ironic  note:  Would  General  de 
Gaulle  turn  in  his  grave  if  he  discov- 
ered that  one  of  the  first  truly  Eu- 
ropean capital  issues  is,  for  all  practi- 
cal purposes,  made  in  units  of  the 
U.S.  dollar?  ■ 
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The  Funds 


still  a  Cowboy,  but  Slower  on  the  Draw 


Investors  rarely  sympathize  with 
the  youthful  gunslingers,  those  dis- 
credited go-go  heroes  of  Wall 
Street.  "They  got  what  was  coming 
to  them,"  is  the  common  attitude. 
Investors  who  rushed  to  thrust  their 
money  on  the  Performance  Cow- 
boys now  blame  the  gunsliniers, 
not  themselves,  for  the  fact  that 
wild  expectations  produced  equal- 
ly wild  losses. 

And  yet  the  cowboys,  as  much 
as  the  cattle,  were  victims  of  a 
mad  environment.  Talk  with  David 
O.  Ehlers,  39-year-old  boss  of  the 
Florida-based  Gibraltar  Crowth 
Fund,  a  man  who  rode  with  the 
fastest  guns  on  Wall  Street,  and 
you  come  away  with  considerably 
more  sympathy  for  the  breed.  Eh- 
lers argues  that  the  fault  was  not 
entirely  his  that  Gibraltar's  share- 
holders got  badly  burned.  So  he 
isn't  giving  up  cowboying  to  clerk 
in  a  bank.  But  he  is  also  doing 
some  hard  thinking  about  how  he 
went  wrong  and  why. 

Stampede 

"Gibraltar  grew  by  itself,  not  by 
plan.  It  ruined  my  life.  We  thought 
it  would  be  a  little  in-house  fund 
for  our  investment  advisory  service. 
Just  a  place  to  park  small  ac- 
counts. We  started  with  $100,000 
in  1968.  Suddenly  it  became  the 
tail  that  wagged  the  dog.  We  went 
up  over  70%  our  first  year— that 
was  1968— and  the  money  cascad- 
ed in.  In  a  little  over  a  year,  we 
had  $100  million— a  thousand-fold 
jump.  It  was  more  than  I  could 
handle,  more  than  anyone  could 
handle.  There  were  some  weeks 
when  we'd  get  $5  million  to  $7 
million  in  new  money." 

With  this  kind  of  money  to  in- 
vest and  with  the  prices  of  the  go- 
go  stocks  jumping,  it  is  hardly  sur- 
prising that  Ehlers  succumbed  to 
the  temptation  to  invest  quickly— 
too  quickly:  People  weren't  buying 
his  fund,  he  reasoned,  to  permit 
him  to  build  up  big  cash  balances. 
Today  he  wonders  if  he  would 
have  made  certain  investments  if  he 
had  not  been  under  pressure  to  in- 
vest with  such  speed. 

From  rank  No.  Two  in  1968  (ac- 
cording to  the  Lipper  survey), 
Clibraltar  hit  the  .skids.  From  a  high 
of  $100  million  in  assets  in  1969, 
Gibraltar  has  shrunk  to  $.38  million 


recently  as  a  declining  stock  mar- 
ket and  redemptions  took  their  toll. 
An  investor  who  put  in  $1,000  at 
the  high  now  has  only  $409.  In 
Forbes  Mutual  Fund  Stirvey 
(Aug.  15,  1970),  Gibraltar  ranked 
close  to  the  very  bottom  among 
505  funds  in  protecting  its  stock- 
holders during  the  1969-70  crash. 
A  pretty  dismal  record.  But  as  Ehl- 
ers tells  it,  he  was  as  much  the 
victim  as  the  villain. 

Ehlers  is  a  trim,  likable  man.  An 
extrovert,  he  exudes  action;  when 
he  isn't  working  he  flies  his  own 
plane,  skis,  plays  a  fast  game  of 
tennis  and  sails.  You'd  call  him  de- 
cisive rather  than  thoughtful.  A 
graduate  of  the  University  of  Wis- 
consin, he  worked  seven  years  as  an 
analyst  at  the  National  Bank  of  De- 
troit. Dissatisfied  with  the  slow, 
old-fashioned  pace  of  typical  bank 
trust  investing,  he  jumped  to  the 
brokerage  business,  first  with  Paine 
Webber,  Jackson  &  Curtis,  then 
with  Riter  &  Co.  in  Palm  Beach, 
Fla.  as  a  customer's  man.  In  1967 
he  became  founding  president  of 
Riter's  Gibraltar  Growth  Fund  and 
purchased  the  management  com- 
pany in  1970. 

As  the  money  poured  in,  Ehlers 
decided  the  wav  to  make  big  mon- 
ey for  mutual  fund  shareholders 
was  the  same  wav  vou  make  big 
money  for  individual  investors:  bv 
concentrating  on  a  r-^lativelv  small 
number  of  investments.  He  used 
his  $900,000  Learjet  and  i-ushed 
about  the  country  meeting  man- 
agements face-to-face.  His  fund 
was  big  in  such  stocks  as  Four 
Seasons  Nursing  Centers,  Kins  Re- 
sources. Solitron  D-^vices  and  Par- 
vin/Doh'mann,  and  a  dabbler  in 
some  other  disaster  stocks.  When 
these  stocks  were  soaring,  so  ^^'ere 
Ehlers  and  Gibraltar.  When  thev 
colla"s?d,  he  was  still  in  them. 

Thinking  back  on  his  rise  and 
fall,  Ehlers  muses:  "I  look  back 
and  I  wonder  what  the  he^l  ha*^- 
pened  to  me.  I'm  39  years  old  and 
I  think  I'm  just  beginning  to  un- 
derstan  1  it.  With  my  background, 
I  don't  think  there  was  any  way  to 
avoid  what  haopened.  Until  now, 
the  bear  markets  I  experienced 
didn't  last  long.  I  felt  the  only  wa\- 
to  second-guess  one  wouldn't  work 
lor  me— that  was  to  get  out  quick 
and  back  in  quick.  With  big  vol- 
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Ehlers  of  Gibraltar  Growth  Fund 


ume  you  might  not  make  the  shift 
easily.  So  the  best  thing  was  sim- 
ply to  be  in  good  companies  and 
ride  it  out." 

Good  companies?  This  from  a 
man  who  once  said  he  wouldn't 
buy  blue  chips  like  IBM  because 
he  thought  them  overpriced,  but 
called  Four  Seasons  a  young  Xerox? 

"We  were  in  a  lot  of  player 
stocks,"  Ehlers  replies,  "but  we 
we  didn't  know  they  were  player 
stocks.  Take  Parvin/Dohrmann. 
They  had  real  earnings.  They 
looked  solid.  How  could  I  know 
there  would  be  SEC  investigations 
and  charges  of  insider  tiading  and 
influence  peddling?  Those  are  the 
things  you  didn't  see.  How  could 
you  know  those  things? 

"Take  King  Resources.  John  King 
looked  like  one  of  the  most  success- 
ful businessmen  in  America.  So  did 
John  Clark,  president  of  Four  Sea- 
sons. What  happened  to  these 
companies,  to  these  men?  The  key 
was  the  age-old  liquidity  squeeze. 
All  of  a  sudden  former  geniuses 
looked  like  jerks,  and  the  jerks, 
who  had  kept  ca.sh  in  the  till, 
looked  like  geniuses. 

"When  I  feel  stupid,  I  read  some- 
thing I  saved  from  Forbes.  A  fund 
president,  and  I  know  this  man  is 
very    bright,    predicted    the    Penn 
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Central  would  be  a  superior  long- 
run  investment  to  IBM.*  It  was  the 
atmosphere,  the  environment  that 
made  all  of  these  gamey  stocks  look 
so  good. 

"Then  they  changed  the  rule 
book  and  my  shareholders  and  I 
had  to  pay  an  awful  price.  Frankly, 
when  the  Government  raised  money 
rates  and  tried  to  stem  inflation  by 
cutting  off  the  flow  of  funds  to  com- 
panies, some  of  the  presidents 
changed  too.  They  found  out  they 
couldn't  make  their  projections,  so 
they  started  to  tell  stories  and  do 
elaborate  deals  and  then  they  were 
found  out.  It  often  meant  a  cash 
squeeze,  losses  and  reorganization. 

"Obviously  we  were  not  in  touch 
with  the  facts.  But,  we  were  not 
alone.  Everyone  was  had.  I  didn't 
understand  what  was  happening. 
Now  I  do.  No  one  told  us  about 
some  of  the  big  problems  develop- 
ing. The  only  flow  of  informa- 
tion was  the  positive  stuff.  Every- 
one maintained  that  his  financing 
was  all  arranged  and  everything 
looked  fine." 

With  his  seemingly  sound  stocks 
collapsing  around  him,  Ehlers  was 
hit  by  another  blow:  a  big  law 
suit.  The  plaintiff  based  his  case  on 
a  technical  flaw  in  a  Gibraltar  pros- 
pectus. The  suing  shareholder  con- 
ceded that  Ehlers  had  not  com- 
mitted fraud,  but  he  wanted  his 
money  back  on  the  technicality.  He 
wanted  the  difference  between 
what  he  paid  for  his  shares  and 
what  they  were  worth  at  the  time 
of  the  suit.  Had  the  plaintiff  won, 
Ehlers  and  the  Gibraltar  companies 
could  have  had  liabilities  nmning 
into  millions  of  dollars. 

Fortunately  for  Ehlers,  the  fed- 
eral courts  have  denied  the  plain- 
tiff's contentions  on  the  technical 
part  of  the  suit.  A  second  count  for 
excessive  fees  is  still  pending,  but 
Ehlers  feels  considerably  relieved. 

Even  if  the  suing  stockholder 
does  not  appeal,  Ehlers  paid  heav- 
ily. "I  spent  a  year  and  a  half  on 
this,  and  fighting  it  cost  us  over 
$100,000."  That  suit  was  on  his 
mind  when  he  could  have  been 
thinking  about  investments. 

It  would  be  a  temptation  to  end 
the  story  here  and  say,  easy  come 
easy  go,  Ehlers  got  his  comeup- 
pance, just  what  he  deserved.  But 
we  don't  think  that  it's  quite  that 
black  and  white.  Ehlers  is  genuinely 

•Forbes,  Feb.  1.  1970.  A.  Oakley  Brooks  of  de 
Vegh  Mutual  Fund. 


trying  to  learn  from  his  experience. 

Says  Ehlers:  "I've  sold  the  jet. 
I'm  taking  investment  decisions 
slower  now.  And  I  don't  ever  again 
want  to  see  $5  million  in  new  mon- 
ey arrive  in  a  single  week.  Besides, 
all  that  hurried  field  work  didn't 
help  us.  We  did  well  for  two  years, 
but  1970  has  been  a  disaster. 

"I  don't  believe  in  some  kinds  of 
research  the  way  I  did— especially 
face-to-face  meetings.  In  fact,  now 
if  a  guy  says,  'Sure,  Dave,  come 
right  out,'  and  spends  an  entire 
morning  with  me,  I  wonder  how 
much  time  does  he  spend  running 
the  company. 

"I  pay  a  lot  more  attention  to  the 
balance  sheet  now.  I  no  longer  be- 
lieve in  the  personality  cult.  I  don't 
trust  my  ability'  to  tell  how  good  a 
businessman  someone  is  just  from 
the  way  he  promotes  his  company. 
John  Clark  of  Four  Seasons  was  the 
most  impressive  corporate  head  I've 
ever  met.  He  worked  hard  all  the 
time  and  seemed  to  speak  with  the 
aura  of  truth.  Much  of  what  he 
said  was  true.  King  of  King  Re- 
sources made  the  same  kind  of  im- 
pression. Honestly  now,  when  the 
Kings  and  Clarks  fall  down,  how  do 
you  believe  what  the  new  promot- 
ers are  telling?" 

We  suspect  we  know  what  the 
reader  is  thinking  at  this  point. 
That  Ehlers  is  turning  to  IBM  and 
General  Motors  and  the  like.  Not  so. 

Fonda  for  Wayne 

"A  lot  of  gamey  stocks  have  been 
so  cldbbered,  they've  become  good 
buys.  Someone  is  going  to  find  a 
way  to  pick  up  the  pieces,  and 
when  they  do,  investors  are  going 
to  double  or  triple  their  money. 
One  ex-glamour  stock  I  know  sells 
for  $4  but  has  $1.75  per  share  in 
cash.  If  I  can  get  enough  of  this 
kind  of  issue,  Gibraltar  will  come 
back  strong." 

Ehlers  has  salted  a  few  more  sub- 
stantial stocks  into  his  portfolio, 
Burroughs  and  Fanny  Mae,  for  ex- 
ample, but  he's  heavy  in  such  for- 
mer hot  stocks  as  Whittaker  Corp., 
U.S.  Natural  Resources,  McCulloch 
Oil,  Deltona. 

So  Dave  Ehlers  is  still  a  cow- 
boy, only  he's  going  to  be  slower  on 
the  draw,  and  this  time  he's  watch- 
ing out  for  ambushes.  If  you  were 
picking  an  actor  to  play  the  old 
Ehlers  you  would  probably  pick 
John  Wayne.  For  the  new  one, 
Hemy  Fonda.  ■ 


There's  just 

one  thing  worse 

than  finding 

out  about 
cancer. 


Not 
finding  out. 


\i 


Dividend    p, 

on 

common 

shares 

The  Board  of  Directors 
of  Columbus  and 
Southern  Ohio  Electric 
Company,  on  Decem- 
ber 3,  1970,  declared  a 
dividend  of  forty-five 
cents  (450)  per  share 
on  the  outstanding 
Common  Shares  of  the 
Corporation,  payable 
on  January  11,  1971  to 
shareholders  of  record 
at  the  close  of  business 
on  December  24,  1970. 
G.  C.  SHAFER 
Secretary 


gjLUMBUS  AND  SOUTHERN 
gHiCilltECTRIC  COMPANY 
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On  his  21st  birthday,  Leonard  will  still  be  7. 


js^m 


Without  help,  Leonard 
Sampiere  and  a  lot  of 
children  like  him  will  stop 
growing,  mentally.  Leonard 
is  one  of  the  6,000,000 
retarded  people  in  this 
country.  6,000,000  people 
who  are  with  us  from  the 
day  they're  born  until  the 
day  they  die.  A  lifetime. 
In  some  cases,  it  isn't  very 
long.  In  others,  as  long  as 
you  or  I  will  live.  Most, 
almost  85%,  can  support 
themselves— with  a  little 
help.  But  Leonard  and 
others  like  him  are  not  so 
fortunate.  They  need  aU 
the  help  they  can  get— all 
their  lives  long.  Chances 
weie  one  in  thirty-three 
you  could  have  been 
retarded.  You  got  lucky. 
Help  the  Leonards  of  the 
world  who  didn't.  The 
National  Association  for 
Retarded  Children  and  its 
nearly  1500  local  associa- 
tions is  helping.  So  can 
you.  With  a  check.  Or,  as  a 
volunteer.  Or,  maybe 
even  both. 


^f^^-i^' 


National  Association  for  Retarded  Children, National  Headquarter.-,  2709  Avenue  E  East, Arlington,  Texas  76010 
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war  with  the  Canadians,  whom  we  once 

considered  our  brothers. 

—Robert  Sage 
Brooklyn,  N.Y. 

Bock  to  the  Drawing  Board 

Sib:  At  the  end  of  an  article  which 
tells  how  Jack  King  twice  called  the  turn 
on  the  market  (Forbes,  Sept.  1),  you 
quote  him  as  saying:  "I  expect  the  DJI 
to  be  at  or  about  575  by  early  October." 
Funny  thing,  none  of  Forbes'  staff  has 
pointed  out  that  early  October  ( and  ear- 
ly November  and  early  December)  has 
come  and  gone,  and  the  DJI  is  some- 
where above  the  point  at  which  Mr. 
King  made  his  daring  leap.  Back  to  the 
old  drawing  boards,  men. 

—Robert  Leigh 
Stockton,  Calif. 

Both  before  and  since  Money  Man 
King  made  his  pessimistic  projections, 
other  Forbes  Money  Men  have  made 
very  optimistic  projections.  For  example, 
in  our  Oct.  I  isstte  Beryl  \V.  Sprinkel 
said.  "The  opportunity  for  the  investor  is 
one  of  the  best  in  my  lifetime."  Forbes 
believes  in  exposing  its  .subscribers  to  a 
bnHid  range  of  intelligent  business  and 
inve.stment  thinking.  As  it  turned  out 
Jack  King  was  wrong  and  Beryl  Sprinkel 
was  right:  but  we  feel  they  were  both 
worth  li.Uening  fo— Ed. 

The  Problem  Is  .  .  . 

Sir:  Re  your  editorial  "Common  Sense 
&  Sombre  Warning"  (Fact  6-  Comment, 
\ov.  15):  Our  insurance  problem,  as 
with  so  many  others,  stems  from  the  fact 
that  our  Covcniment  has  abdicated  its 
principal  responsibility  of  keeping  the 
peace  and  maintaining  the  value  and  in- 
tegritv'  of  the  dollar. 

—John  W.  Bailey  Jr. 
Greenwood,  Ind. 

Sir:  Your  common  sense  approach  to 
not  "nit-claiming  companies  into  unprof- 
itability"  is  difficult  to  get  across  as  long 
as  we  in  the  industry  continue  to  provide 
nit-claiming-inducing  coverages. 

—Thomas  F.  Soriero 

Management  Insurance  Systems 

Houston,  Tex. 

Sir:  The  insurance  companies  are  way 
ahead  of  you;  they  now  have  a  $50  de- 
ductible clause. 

—Patrick  .\.  Cerqua 
Einora,  N.Y. 

Sir:  Why  not  have  a  .$250  deductible? 

—Stanley  J.  Grandon 

San  Gabriel,  Calif. 

The  Answer  to  Retirement 

Sih:  After  reading  the  article  on  re- 
tirement (Forbes,  Oct.  15),  I  had  been 
tempted  to  add  my  bit  but  felt  I  had  not 


enough  to  contribute  until  I  read  the  let- 
ter of  Mr.  B.T.  Freure  in  the  issue  of 
Dec.  1. 

I,  too,  took  early  retirement  in  March 
1969.  For  some  years  prior  to  1969,  I 
had  been  spending  spare  time  as  a  volun- 
teer tutor  to  elementary  school  children 
who  require  remedial  assistance.  I  en- 
joyed the  activity  and  decided  it  would 
make  a  satisfying  second  career.  Present- 
ly I  spend  five  mornings  each  week  as- 
sisting a  third  grade  class.  I  look  for- 
ward to  the  heart-warming  experience 
of  each  day.  When  one  gains  the  con- 
fidence of  the  children,  it  is  as  though 
one  were  the  vicarious  grandfather  of 
40  or  50  little  ones. 

I  ha\e  no  regrets  for  having  made  the 
change,  except  that  I  wish  I  had  done  it 
earlier.  I,  too,  like  to  fish  and  hope  to 
find  time  one  of  these  days. 

—Leon  Ganford 
Coconut  Grove,  Fla. 

In  Need  of  a  Guideline 

Sra:  I  read,  with  interest,  your  article 
in  "Side  Lines"  of  Nov.  1.  I  am  in  the 
life  insurance  business  and  get  involved 
with  a  number  of  my  clients  in  setting 
up  living  trusts  and  testamentary  trusts. 
It  is  extremely  difficult  to  evaluate  the 
performance  of  a  bank,  and  I  feel  that 
you  are  absolutely  right  in  asking  the 
banks  to  come  up  with  statistics  to  show 
their  performance  over  the  past. 

This  will  also  be  true  of  the  life  in- 
surance industry  in  the  future.  Many  life 
insurance  companies  now  have  invest- 
ment accounts  of  their  own,  and  many 
salesmen  are  allowed  to  .sell  mutual 
funds  administrated  by  the  company  it- 
self. I  personally  do  not  agree  with  this 
philosophy  but  do  feel  that  all  institu- 
tions should  be  able  to  provide  a  guide- 
line of  what  they  have  done  in  the  past 
with  a  person's  money. 

—Arthur  C.  Ellis 

Massachusetts  Mutual  Life  Insurance  Co. 

,  Springfield,  Mass. 

With  All  Due  Respect 

Sir:  Having  read  with  great  interest 
"The  Money  Men"  (  Forbes,  Nov.  1 ) 
featuring  Lawrence  Wien  and  Harry 
Helmsley,  I  couldn't  help  but  react  with 
great  respect.  However,  as  active  .syndi- 
cators  of  development  land,  we  must  dis- 
pute the  comments  of  Mr.  Helmsley  and 
the  implications  of  Mr.  Wien,  when  they 
criticize  raw  land  investments.  There  is 
room  in  the  field  of  responsible  and  so- 
phisticated real  estate  syndication  for 
both  improved  and  unimproved  prop- 
erties, depending  upon  the  investment 
goals  of  the  individual  investors. 

—Stephen  M. Schuck 

President, 

The  Schuck  Reich  Corp. 

Colorado  Springs,  Colo. 

Friends 

Sir:  How's  this  for  a  "mis-stitched 
sampler"  (Fact  ir  Comment,  Nov.  15)? 
A  friend  in  need  is  a  fiend  indeed!   - 

—James  Walker  Ralph 
Tenafly,  N.J. 


WLif\  SALES  CHARGE 

nw  REDEMPTION  CHARGE 

100  %  of  your  money  invested 
in  stocks  PROFESSIONALLY  SELECTED 
for  growth  possibilities  . . .  providing 
a  diversified  energy  based  portfolio 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  pollution  control 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


MODEL  CORPORATE  PROFIT 
SHARING  PLAN  AVAIUBLE 

Distributor: 

CEDAR  STREET  CONSULTANTS,   INC. 

120  Broadway.  New  Yorl(  10005  Dept.  F 
(212)  344-5300 

Please  send  me  ftie  Free  prospectus 
and  literature  on  ENERGY  FUND. 

Also  send  information  on: 
D  Corporate  Profit  Stiaring 
D  Keogti  Retirement 

NAME . 


ADDRESS. 


-ZIP. 


ARE  NO-LOAD 
FUNDS  A  BARGAIN? 

Of  439  mutual  funds  surveyed,  84  charge  no  sales 
commission,  while  the  rest  make  a  sales  charge  of 
1%  to  8.85%.  From  the  standpoint  of  getting 
your  dollars'  worth,  FundScope,  the  monthly 
mutual  fund  magazine,  compares  BUYING  COST 
(sales  commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  some  very  significant  informa- 
tion. At  a  glance  you  can  see  the  top  performers 
for  Growth,  for  Stability,  for  Income.  You'll  see 
exactly  how  the  5  top  No-Load  funds  compare  with 
the  5  top  Load  funds  for  various  significant 
periods. 

Packed  with  factual  data,  FundScope's  exclu- 
sive report  reveals  which  No-Load  funds  are  a 
"bargain"  and  which  are  "expensive."  Learn  how 
to  avoid  "hidden  costs"  and  make  a  purchase  of 
mutual  funds  a  bargain  ...  not  false  economy. 
SPECIAL  OFFER:  Send  just  $17  for  a  3-month  trial 
subscription  to  FundScope  beginning  with  the  big 
January  No-Load  vs.  Load  fund  issue.  PLUS— 3  big 
bonuses  including  the  356-page  1970  Mutual  Fund 
Guide  with  all  the  vital  information  you  need  on 
over  400  funds.  (THIS  GUIDE  ALONE  SELLS  FOR 
$15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $50.00  (10  day  returnable  guar- 
antee). Include  ZIP. 

FundScope,  Dept.  F-7,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal  90067 
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a  REYNOLDS   METALS   COMPANY      ..    90-91 

Agency:    Clinton  E.  Frank.  Inc. 
Advertising 

DROBBINS  &  MYERS,   INC 95 

Agency:   Weber,  Geiger  &  Katat,  Inc. 

DRODEWAY  inns  of  AMERICA  146 

Agency:    Lane    &    Wampler    Advertising. 
Inc. 

a  THE  ROYAL  BANK  OF  CANADA  72 

Agency:    Norman.  Craig  &  Kummel 
(Canada)  Ltd. 

D RYDER  SYSTEM,   INC 125 

Agency:    Mike  Sloan.  Inc. 

DST.  JOE   MINERALS  CORPORATION  71 

Agency:    Emil  Mark  &  Co  .  Inc 

D SANTA   FE   RAILWAY   COMPANY  149 

Agency:    Post  KeyesGardner  Inc 

D  SEABOARD   COAST   LINE    RAILROAD      155 

Agency:    Tucker  Wayne  &  Company 

SMITH-CORONA    MARCHANT 

Division  of  SCM  CORPORATION  35 

Agency:    Richard  K    Manoff  Inc. 

SOMERSET    IMPORTERS.    LTD. 

JOHNNIE  WALKER   BLACK   LABEL  47 

Agency:    Smith/Greenland  Company 
Incorporated 

DTRW   INC 128 

Agency:  Fuller  &  Smith  &  Ross  Inc. 

Dtennessee.  state  OF- 
industrial  development 
division  143 

Agency:   NobleDury  &  Associates,  Inc. 

TEXACO    INC.  43 

Agency:   Benton  &  Bowles.  Inc. 

TRANSCO  171 

Agency:   Doremus  &  Company 

DTRAVELODGE   INTERNATIONAL,   INC.     163 

Agency:    Daiiey  &  Associates 

Advertising 

TRUCK    INSURANCE    EXCHANGE 
Member  of  Farmers  Insurance  Group   135 
Agency:    Honig-Cooper  &  Harrington 

U.S.  NEWS 

&  WORLD   REPORT  67,   68,   69 

Agency:    Rapp  &  Collins,  Inc. 

UNION    CARBIDE   CORPORATION  50 

Agency:    Young  &  Rubicam,  Inc. 

UNITED   AIR    LINES  157 

Agency:    Leo  Burnett  Company,  Inc. 

THE    VALUE    LINE    INVESTMENT 
SURVEY  185 

Agency:   The  Vanderbilt  Advertising 
Agency.  Inc. 

VAN  STRUM  &  TOWNE,  INC 186 

Agency:   Gerald  Roscoe.  Inc. 

DTHE  WARNER   &   SWASEY   COMPANY         3 

Agency:   The  GriswoldEshleman 
Company 

DEL  E.  WEBB  CORPORATION    130 

Agency:    Harw/ood  Advertising  of 
Phoenix  Inc. 

WESTERN    BANCORPORATION     113 

Agency:    N.W    Ayer/Jorgensen/ 
MacDonald,  Inc. 

DWESTINGHOUSE    ELECTRIC 

CORPORATION  8-9 

Agency:    Ketchum,  MacLeod  &  Grove, 
Inc. 

DEAN  WITTER  &  CO.  INCORPORATED  154 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

XEROX    CORPORATION  96-97 

Agency:    Needham.  Harper  &  Steers, 
Inc.,  Advertising 

D  YOUNG   RADIATOR   COMPANY  122 

Agency:    Lennen  &  Newell/Midwest 
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ANYPLACE 
BIG  ENOUGH 
TO  LAUNCH 
MY  SHIP? 


\C 


Knoxvllle  is  a  wonderland  of  lakes  and  outdoor  recreation.  Thousands  of  miles  of 
shoreline  beckon.  A  place  to  work  and  play  in  perfect  contentment.  Excellent 
vocational   and   higher  educational   facilities.    Five   industrial    parks.    Economical 

land,  water  and  electricity 

t^___^  make  Knoxvllle  an  Ideal 

_^j^li[ljl^^^J^  place  for  industrial 

fWWjjl^^^cSk  expansion.    For   more 

'^^^  X^_^ojj|jjl)J  complete  information,  write 
S_,^  '^^^//^  ^-  ^°"  Holifield,  Director 
^^)       ^^^^Uk  Economic  Development, 

^^jHiyS^  Knoxvllle,  Tennessee  37902 

r^^    mmmmNoxviui 
V        ^     CITY   •  COUNTY   •   CHAMBER   OF  COMMERCE 


'r"" 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,  President 
Chattanooga,  Tennessee  37402 


OIL  AND   GAS   DIVISION 

Minerals  ownership,  exploration  and  development. 

WHELAND   FOUNDRY   DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


The  first  recipe  for  happiness  is: 
Avoid  too  lengthy  meditations  on  the 
past.  —Andre  Maurois 


I  do  the  very  best  I  know  how,  the 
very  best  I  can  and  I  mean  to  keep 
doing  so  till  the  end. 

—Abraham  Lincoln 


^  If  you   work  for  a   future,   add   a 
space  for  a  friend. 

— Ignas  Bernstein 


Old  people  have  a  tendency  to  live 
with  yesterday.  Memory  is  sweet  but 
not  a  place  for  action.  A  good  guide- 
post,  but  a  poor  hitching  post. 

—Rudolf  Friml 


Progress  always  involves  risks.  You 
can't  steal  second  base  and  keep  your 
foot  on  first.        —Frederick  Wilcox 


However  mean  your  life  is,  meet  it 
and  live  it;  do  not  shun  it  and  call  it 
hard  names.  It  is  not  so  bad  as  you 
are.  It  looks  poorest  when  you  are 
richest.  —Henry  David  Thoreau 


Life  consists  of  substractions,  things 
you  have  to  give  up. 

—Lucie  Delarue-Mardus 


If  the  purpose  of  repentance  is  to 

avoid  making  the  same  mistake  again, 

the  precaution  is  useless,  for  nothing 

in  life  happens  the  same  way  twice. 

— Emilie  du  Chatelet 


The  spectacles  of  experience; 
through  them  you  will  see  clearly  a 
second  time.  — Henrik  Ibsen 


I  remember  my  youth  and  the  feel- 
ing that  will  never  come  back  any 
more— the  feeling  that  I  could  last  for- 
ever, oudast  the  sea,  the  earth  and 
all  men.  —Joseph  Conrad 


No  life  is  perfect  that  has  not  been 
lived:  youth  in  feeling,  manhood  in 
battle,  old  age  in  meditations. 

—Wilfrid  Scawen  Blunt 


Old  age  makes  us  wiser  and  more 
foolish.  —John    Ray 


B.  C.  FORBES 

I  RESOLVE 

To  strive  to  contribute  some- 
thing to  the  world,  its  work  and 
the  people  in  it. 

To  spend  and  be  spent  in 
tvorthij  service. 

To  adhere,  the  best  I  can,  to 
the  Golden  Ride. 

To  philosophize  more,  recall- 
ing always,  when  things  go 
awry,  "This,  too,  will  pass." 

To  try  always  to  see  view- 
points other  than  my  oivn. 

To  make  humility  and  sim- 
plicity so  much  a  part  of  myself 
that  I  shall  become  as  a  child,  as 
one  of  those  of  ivhom  the  Master 
declared,  "For  of  such  is  the 
kingdom  of  heaven." 


In  the  old  there  is  no  taste,  in  the 
young  no  insight.  —Talmud 


Anything  that  makes  the  world 
more  humane  and  more  rational  is 
progress;  that's  the  only  measuring 
stick  we  can  apply  to  it. 

—Walter  Lippmann 


Let  us  not  look  back  in  anger  or 
forward  in  fear,  but  around  in  aware- 
ness. —James   Thurber 


If  a  man  cannot  see  the  horizon  it 

is  difficult  to  estimate  the  lay  of  the 

land.    Without   the   lay    of   the   land 

how  can  one  know  any  perspective? 

—Charles  B.  Rogers 


It  is  we  who  flow  through  time,  not 
the  other  way  around.  Time  stands 
still.  Only  mankind  moves. 

—Everett  M.  Dirksen 


Human  life  has  arisen  and  pro- 
gressed only  when  the  resources  it 
could  count  on  were  balanced  by  the 
problems  it  met  with. 

—Ortega  y  Gassett 


I  believe  that  the  rendering  of  use- 
ful service  is  the  common  duty  of 
mankind  and  that  only  in  the  purify- 
ing fire  of  sacrifice  is  the  dross  of  self- 
ishness consumed  and  the  greatness 
of  the  human  soul  set  free. 

—John  D.  Rockefeller 


If  the  world  were  merely  seductive, 
that  would  be  easy.  If  it  were  merely 
challenging,  that  would  be  no  prob- 
lem. Hut  I  arise  in  the  morning  torn 
between  a  desire  to  improve  (or 
save)  the  world  and  a  desire  to  enjoy 
(or  savor)  the  world.  This  makes  it 
hard  to  plan  the  day.       — E.B.  White 


A  Text . .  . 


Sent  in  by  Julian  Brown,  Atlanta, 
Ga.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  pre- 
-senlecl  to  .senders  of  texts  used. 


And  let  them  judge  the  people  at  all 
seasons:  and  it  shall  be,  that  every 
great  matter  they  shall  bring  unto 
thee,  but  every  small  matter  they  shall 
judge:  so  shall  it  be  easier  for  thyself, 
and  they  shall  bear  the  burden  with 
thee.  —Exodus  18:22 
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But  the  costs 
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For  1971,  we  bring  you 
biggest  Chevrolet  ever. 

And  we  bring  you  the  Httlest 
Chevrolet  ever. 

Caprice.  Totally  changed. 
With  more  ride,  more  handling, 
more  luxury  and  more  security 
than  you've  ever  known  in  a 
Chevrolet  before. 


Best  of  all,  we  still  give  you 
Caprice  at  a  Chevrolet  price. 

And  if  the  most  inexpensive 
expensive  car  ever  built  is  out 
of  range,  we  give  you  the  most 
inexpensive  Chevrolet. 

Our  new  Vega. 

It's  the  little  economy  car  that 
does  everything.  And  does  it  well. 


You'll  do  well  to  see  them  both. 
At  your  Chevrolet  dealer's  now. 


Chevrolet 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  oj  an  offer  to  buy  these  securities.. 
The  offer  is  made  only  by  the  Prospectus. 


December  16,  1970 


1,000,000  Shares 

\^festmoreland  Coal  Company 


Common  Stock 

($S  Par  Value) 


Price  $44.75  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  oj  the  underwriters,  including 
the  undersigned,  as  may  la-iVJully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co. 

lnC(>rpnriiU-(l 


Lehman  Brothers 

Incorporated 


Blyth  &  Co.,  Inc. 

Eastman  Dillon,  Union  Securities  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

duPont  Glore  Forgan 

lncor|H>rafed 

Goldman,  Sachs  &  Co.        Hornblower  &  Weeks-Hemphill,  Noyes 


Drexel  Harriman  Ripley 

Incorporated 


Lazard  Freres  &  Co. 
Salomon  Brothers 
White,  Weld  &  Co. 
Bear,  Stearns  &  Co. 
Clark,  Dodge  &  Co. 

Incorporated 

Hallgarten  &  Co. 
F.  S.  Moseley  &  Co. 
Shields  &  Company 

Incorporateil 


Loeb,  Rhoades  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Smith,  Barney  &  Co. 

Incorporated 

Dean  Witter  &  Co 

Incorporated 


A.  G.  Becker  &  Co. 

Incorporateil 

Dominick  &  Dominick, 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 

Reynolds  &  Co. 

F.  S.  Smithers  &  Co.,  Inc. 


Stone  &  Webster  Securities  Corporation 
Arnhold  and  S.  Bleichroeder 

Inc. 

Alex.  Brown  &  Sons  CBWL-Hayden,  Stone  Inc. 


Equitable  Securities,  Morton  &  Co. 

Incorporated 


Robert  Fleming 

Incorporated 


W.  E.  Hutton  &  Co.        Ladenburg,  Thalmann  &  Co. 
L.  F.  Rothschild  &  Co.  Shearson,  Hammill  &  Co. 

Incorporated 

Spencer  Trask  &  Co.        Tucker,  Anthony  &  R.  L.  Day 

Incorporated 


G.  H.Walker  &  Co.     Walston&Co.,Inc.     Wood,  Struthers&Winthrop  Inc.     American  Securities  Corporation 

Incorporated 
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Side  Lines 


Unity  in  Diversity 

Question:  Wbat  do  Japanese  calculators,  professional  basketball  and 
the  building  materials  industry  have  in  common?  Answer:  They've  all 
been  recent  subjects  of  Forbes  articles  by  Staff  Writer  Frank  Lalli.  To 
round  out  his  versatility,  Lalli  has  a  bright  piece  in  this  issue  on  a 
smallish  housewares  manufacturer,  Rubbermaid,  which  refused  to  let 
itself  be  taken  over  by  bigger  companies  (p.  13) . 

This  is  the  way  we  do  things  at  Forbes.  All  of  our  writers  and  editors 
are  generalists;  none  is  a  specialist.  Associate  Editor  William  Reddig 


wound  up  his  Jan.  1,  1971  article  on  industrial  equipment  and  moved 
into  the  story  {p.  28)  on  the  problems  of  companies  that  pull  their 
headquarters  out  of  New  York  City.  James  Flanigan,  who  did  the  Jan. 
One  article  on  the  auto  business,  moves  this  month  to  Washington, 
where  he  takes  over  our  bureau  in  the  nation's  Capital. 

You  see,  we  have  no  chemicals  editor.  No  steel  editor.  No  financial 
editor.  We  ju.st  have  editors.  We  not  only  encourage  them  to  cover  a 
wide  variety  of  topics,  we  insist  that  ihey  do  so. 

It's  not  that  we  don't  have  a  good  deal  of  experti.se  on  various  topics. 
Senior  Editor  James  Cook  has  been  writing  about  railroads  for 
going  on  two  decades  now,  and  if  he  rarely  does  an  article  on  them 
nowadays,  he's  always  available  to  have  his  brains  picked  on  the  sub- 
ject. Associate  Editor  Thomas  Stevenson  worked  for  a  computer  com- 
pany before  he  came  to  Forbes,  and  his  knowledge  of  computers  is  at 
everybody's  disposal.  And  so  on.  But  the  point  is,  we  don't  let  our 
specialists  get  too  specialized. 

What  docs  our  staff  think  of  this  business  of  lieing  constantly  thrown 
into  strange  waters  and  asked  to  swim?  It  makes  for  extra  homework 
ill  a  good  many  cases,  but  l)y  and  large  they  like  the  setup.  "It  makes 
life  more  interesting,"  says  Jim  Flanigan.  "And  I  think  if  you  get  too 
specialized  you  tend  to  become  a  captive  of  an  industry,  you  don't  see 
the  forest  for  the  trees."  Reporter  15oI)  Kearns  says:  "You  tend  to  ask 
questions  a  specialist  wouldn't  and  get  more  interesting  answers." 

As.sociate  Editor  Howard  Rudnitsky,  .35,  a  veteran  of  more  than  a 
decade  at  Forbes,  explains  our  system:  "Not  being  experts  themselves, 
our  reporters  have  to  go  out  and  find  the  experts,  weigh  their  often 
conflicting  opinions,  and  arrive  at  a  judgment  of  their  own." 

From  the  technical  point  of  view,  Executive  Editor  Dero  Saunders 
points  out  that  this  system  of  editorial  generalists  tends  to  make  for  a 
more  interesting,  varied  magazine:  "If  a  man  has  a  fixed  lieat,  he  has  a 
vested  interest  in  pushing  stories  from  that  beat— whether  they're  news- 
worthy or  not.  Our  writers  are  flexible  enough  to  react  most  keenly  to 
those  items  in  the  news  that  look  most  interesting  and  newsworthy." 

Obviously,  our  staft  likes  the  way  we  operate.  And  the  readers?  Well, 
they've  nearly  doubled,  from  322,000  to  625,000  since  1960.   ■ 


Trends 

&  Tangents 


BUSINESS 


Bo/f/ed  in  Bonds 

Since  aging  whisky  is  one  of  the 
few  products  that  increase  in  value 
as  time  passes,  Barton  Brands  of 
Chicago  has  been  using  its  whisky 
inventory  to  secure  its  bonds.  In 
the  past  15  years  Barton  has  issued 
$31  milhon  worth  of  negotiable 
bonds  secured  by  supplies  of  aging 
bourbon.  The  maturity  of  the 
bonds  varies  with  the  planned  bot- 
tling dates  of  the  matured  whisky. 
This  method  of  financing,  unique 
to  Barton,  has  been  so  successful 
that  it  plans  to  extend  the  bonds 
to  cover  its  Canadian  whisky,  too. 

On  Company  Time 

Every  company  knows  that  its 
workers  fudge  at  least  a  little  by 
doing  personal  business  on  the  job. 
But  personnel  man  Robert  Half  fig- 
ures the  loss  has  now  risen  to  an 
average  of  3*2  hours  a  week— and 
not  just  in  New  York  City,  where 
train  breakdowns  send  commuters 
home  for  a  day  and  the  long  lunch 
"hour"  is  legendary.  Half  got  his 
3/2-hour  figure,  which  he  calls 
"highly  conservative,"  from  a  sur- 
vey by  22  of  his  34  employment 
offices  across  the  country.  True,  his 
definition  of  wasted  time  includes 
such  time-honored  practices  as  in- 
formal coffee  breaks  and  soliciting 
gift  funds  for  a  sick  employee.  But 
the  total  tab,  as  Half  figures  it,  is 
still  eye-popping:  some  $33  billion 
a  year,  or  more  than  the  national 
crime  bill. 

What  Else? 

When  two  bank  holding  compa- 
nies, Southeast  Bancorporation  of 
Miami,  Fla.  and  Northwest  Bancor- 
poration of  Minneapolis,  Aiinn.,  es- 
tablished a  joint  company  in  Lux- 
embourg, what  did  they  call  their 
offspring?  Why,  Compass  Finance, 
of  course. 

Agonizing  Reappraisal 

Now,  with  the  hot  stocks  broken 
and  discarded,  come  the  anguished 
looks  back  at  that  snare  and  delu- 
sion of  the  late  Sixties,  the  Perfor- 
mance Market.  In  Tlic  70s  Crash 
and  How  To  Survive  //—the  latest, 
but  certainly  not  the  last,  book  ex- 
plaining  why    so   many    put    their 


faith  and  fortunes  into  paper-thin 
companies  and  mutual  funds— the 
financial  editor  and  a  reporter  on 
the  Los  Angeles  Times  recap  the  ad- 
ventures of  such  as  Burt  Kleiner, 
Bernie  Cornfeld,  Fred  Carr  and  the 
Parvin/Dohrmann  Co.  The  authors 
include  some  advice  for  future 
markets  should  the  Performance 
Urge  rise  again.  The  advice?  That 
investors  be  wary  of  high-flying 
stocks  coming  out  of  nowhere.  Mar- 
ket miracles  are  few,  the  authors 
argue.  "The  investor  has  reason  to 
be  good  and  angry"  at  experts  who 
implied  they  were  common. 

New  Worlds 

Since  it  started  out  20  years  ago 
in  wash-and-wear  apparel,  du 
Pont's  Dacron  polyester  fiber  has 
branched  out  into  uses  ranging 
from  tire  cord  to  artificial  heart  ar- 
teries. Now  an  invasion  of  uphol- 
stery fabric  is  being  planned  since 
increasing  volume  has  driven  down 
polyester  prices  enough  to  make 
the  fiber  feasible  for  the  mass  fur- 
niture market.  The  opening  move 
of  the  campaign  will  be  a  joint 
promotion  by  fiber-maker  du  Pont, 
fabric-maker  Burlington  Industries 
and  furniture-maker  Kroehler. 

Five  Loaves  and  Two  Fishes 

Stretch  a  log?  Make  wood  pulp 
from  gas?  Two  processes  to  do  just 
that  will  bolster  the  pulp/ paper  in- 
dustries when  fully  developed.  The 
first  involves  pretreating  wood 
chips  with  hydrogen  sulphide  in  an 
alkaline  medium  without  permit- 
ting gases  to  escape.  Such  pulp  re- 
quires less  beating  when  made  into 
paper  products,  and  the  process 
can  be  applied  to  a  variety  of  pulps 
for  both  fine-  and  rough-grade 
products.  The  second  process  turns 
ethylene  gas  into  synthetic  paper- 
making  fiber.  The  synthetic  fiber, 
fed  into  a  conventional  paper-mak- 


ing machine,  becomes  printing- 
grade  paper  without  requiring  the 
usual  bleaching;  or  it  can  be  mixed 
with  wood  pulp  for  different  qual- 
ities. Although  it  is  costlier  than  the 
genuine  article,  it  is  still  competi- 
tive in  countries  like  Japan  where 
timbej-  is  scarce. 

S/ow  Down  fhe  Alonsfers 

"  .Are  the  oil  companies  disen- 
chanted with  their  chemical  diver- 
sification? They  rushed  into  ferti- 
lizers, in  the  early  Sixties,  triggered 
chronic  overcapacity  and  suffered 
from  the  resulting  price  erosion. 
Now  they  seem  to  be  pulling  in 
their  horns.  Late  last  year  Sun  Oil 
suspended  a  planned  750-million- 
pound  East  Coast  ethylene  com- 
plex when  costs  soared  past  $125 
million.  Earlier,  Mobil  had  report- 
edly shelved  a  billion-pounder  on 
the  Gulf  Coast.  Other  monster 
plants  that  may  well  be  shelved  in- 
clude billion-pounders  of  Gulf  and 
Jersey  Standard.  Says  Peter  J. 
Hepp,  who  was  to  have  headed 
Sun's  ethylene  facility:  "I  think 
rising  costs  will  result  in  more  re- 
gional plants,  which  reduce  trans- 
portation costs,  and  more  careful 
spending.  It  takes  time  to  develop 
markets  for  these  big  plants." 

Good  News? 

A  recent  Investment  Company 
Institute  release  struck  a  cheery 
note  by  reporting  that  total  net  as- 
sets of  mutual  funds  rose  to  $45.2 
billion  in  November,  1970,  an  in- 
crease of  $1.6  billion  over  the  pre- 
vious month.  It  attributes  the  rise 
to  higher  stock  prices  and  more 
money  from  new  sales.  But  the  to- 
tal is  down  8%  from  the  same  date 
a  year  earlier.  In  fact,  at  the  stock 
market's  peak  near  the  end  of 
1968,  U.S.  mutual  funds  boasted 
assets  of  nearly  $55  billion-21.4!? 
higher  than  the  recent  figure.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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READERS  SAY 


That  Lefi-Ool  Fee/ing 

Sib:  Philip  Morris  was  omitted  from 
\oiir  list  of  "Earniniis  Gainers:  54  Against 
the  Trend"  as  reported  in  the  Dec.  15 
issue  of  your  magazine. 

— Franx  S.auvders 

Director  Corporate  Relations, 

Philip  Morris 

New  York,  X.Y. 

Sir:  You  missed  one  for  your  list  . . . 
Keebler  Co. 

— \V.\LTER  Wiggins 
Indiana,  Pa. 

Sir:  .  .  .  one  stock  that  should  have 
been  included  is  Comsat. 

—Larry  Tbachtman 
VVoodside,  N.Y. 

The  earuitiizs  painers  list  teas  not 
meant  to  be  all-inclusive— ¥.d. 

No  Exit  for  Allis 

Sir:  On  page  161  of  the  Jan.  1  is- 
sue, Forbes  wrote  that  .\llis-Chalmers 
"is  getting  out  of  farm  (-(luipment."  This 
is  simply  not  so.  The  plain  fact  is  that 
our  Agricultural  Equipment  division  has 
performed  l>eyond  expectations  and  has 
more  than  met  its  profit  objectives  for 
1970. 

—David  C.  Sgoit 

President  &  Chairman, 

Allis-('lialmers 

Milwaukee,  Wis. 

FoRHES  erred  and  is  ulud  to  hove  Atlis- 
Chalmcrs'  denial  of  its  xcidcUj  rumored 
uithdratcal  from  farm  e(iuii>ment—KD. 

A  Move  Is  in  Order 

Sir:  Rcuarihiig  your  editorial  "The 
Elections— Just  Passed  And  Next"  (Fact 
O  Covirtwnt.  Dec.  I),  I  would  suggest 
to  Nfr.  [V'ellarl  Plant/  that  if  he  is  truly 
looking  for  a  job  that  he  be  prepared 
to  retrain  and  move  to  where  the  jobs 
are.  \fillions  of  farmers  (I  was  one  of 
them)  have  done  this  for  decades.  In  an 
inflationary  economx',  the  only  reason  for 
unemployment  is  that  either  people  do 
not  have  the  skills  that  are  needed  or 
they  are  in  the  wrong  places. 

— Jame.s  V'ehmeer 
Arlington,  Va. 

Sir:  Mr.  V'ellar  Plantz  and  thousands 
of  other  engineers  and  scientists  are  now 
learning  that  inflation  creates  more  than 
a  rising  cost/price  index.  It  also  involves 
a  government  directed  transfer  of  wealth 
to  those  who  receive  newly  created 
funds  first,  such  as  the  aerospace  and  de- 
fense industries  of  the  Sixties.  The  mis- 
allocation  of  .scarce  resources  this  trans- 
fer creates  is  particularly  tragic  when  the' 
resources  in\olved  are  lifetime  careers, 
chosen  with  the  implicit  assumption  that 
the  process  can  continue  indefinitely. 
Mr.  Plantz  knows  business  well  enough 
to    absolve    Boeing    from    blame;    if    he 


knew  a  little  more  about  the  economics 
of  inflation,  he  would  feel  less  bitter 
about  the  policies  of  the  present  Admin- 
istration. 

—John  B.  Egger 
Dallas,  Tex. 

Oof  of  the  "Phone  Booth" 

Sir:    We   appreciate   the   fact  our   in- 
dustry [used  computers]  has  again  been 
written  alx)ut  by  Forbes  ( "As  Good  As 
New,"    Dec.    1 ).    We    feel    we    have    a 
great  future  and  our  industry   will  defi- 
nitely grow  and  gain   importance  in   the 
business   community.    However,    we   dis- 
agree  with    the    "phone    booth"    concept 
as  stated  by  the  brokers  you  quoted.  We 
recognize   the   computer  user   needs   ser- 
vice   and    as    the    second-user    industry 
grows  and   its   requirements  expand,   the 
"phone  booth"  will  prove  to  be  too  small. 
— T.L.  Williams 
President, 
TLW  Computer  Industries,  Inc. 
Atlanta,  Ga. 

Anofher  Country,  Too! 

Sir:  "Whodunit!"  or  what  is  a  "Birt- 
ish"  reeiment?  It  is  "Conduct  Unbecom- 
ing" if  the  word  is  British  misspelled.  I 
can  visualize  the  amazed  expressions  on 
the  sleepy-eyed  colonials  as  Paul  Re- 
\ere  galloped  down  the  darkened  street 
shouting,  "The  'Birtish'  are  coming."  Ma 
looks  at  Pa  and  says,  "Good  heavens! 
Don't  we  ha\e  enough  trouble  with  Eng- 
land aln-ady  without  becoming  involved 
with  another  countiy?" 

— E.  Nevin  Miller 
Midland  Park,  N.J. 

The  Only  Way 

Sin:  I  was  much  dismayed  by  your 
editorial  on  a  volunteer  army  (Fact  ir 
Comment,  Dec.  I).  A  "peace  time"  draft 
is  against  the  basic  principles  on  which 
our  democracy  was  established.  If  we 
contiiuie  with  this  kind  of  nonsense,  it 
won  t  be  long  before  we  will  have  com- 
pletely alienated  our  most  potent  hope 
for  the  future— our  youth. 

Why  do  we  need  .3  million  men  in 
peace-time  Service?  Any  of  us  who  have 
been  in  the  Service  know  that  if  you  run 
it  like  a  business,  this  figure  could  be  cut 
in  half  and  twice  as  much  accomplished. 
Whv  all  the  troops  in  Europe  "25  years 
after  the  war  has  ended?  Pay  $8,000  a 
year  with  room  and  board  and  you  will 
get  more  volunteers  than  you  can  handle 
as  well  as  reducing  unrest  and  eliminat- 
ing a  tragic  waste  of  productive  years.  If 
a  large  armed  force  is  really  needed,  the 
volunteer  way  is  the  only  way. 

—Robert  W.  Zimmerman 
Chicago,  III. 

Sir:  The  U.S.  does  not  need  .3  million 
men  in  the  armed  forces.  The  U.S.  does 
not  have  to  be  a  world  policeman.  Eu- 
rope can  and  should  defend  itself.  Asia 
should  defend  itself.  And,  the  U.S.  is  not 
worth  defending  if  the  people  will  not 
voluntarily  defend  it. 

-Robert  D.  Trust 
Los  Angeles,  CaUf. 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  l^  to  Vb 
higher. 

Over  5,000  styles  $100  to  $100,000 

I  Send  for  FREE  80-PAGE  CATALOG 

EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

I    NAME    

I    ADDRESS      

I    ZIP    


new   FIBERGLASS 
MATTHEWS  45's 

FIberC/ass  means  new  fiberglass  cruis- 
ers and  sportfishermen  in  a  class  apart 
.  . .  with  exclusive  Matthews  molded 
iiberglass  hull  so  strong,  safe  and  sea- 
worthy it's  certified  by  Lloyd's  of  Lon- 
don. Fiberglass  56'  cruiser,  offshore 
and  motor  yacht  models  also  available. 

Write  for  name  of  dealer  nearest  you. 
Enclose  $1. 00  for  color  literature  portfolio. 


^^ 


THE  MATTHEWS  COMPANY 

Dept.  F.171  Port  Clinton,  Ohio  43452 
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TV  Guide  put  together  a  record  four  quarters.  We 
closed  1970  with  a  bull  market  surge. 

Our  circulation  topped  15  million  copies  per  week— a 
680,000  gain  over  our  1969  average. 

We  carried  2,103  advertising  pages  worth  $76  million, 
a  12%  revenue  increase  over  last  year. 

That  jumped  us  over  Look  into  third  place  among  all 
magazines  in  advertising  revenue. 

In  fact,  we  carried  more  advertising  pages  than  Look, 
Life  or  Digest. 

Years  that  end  like  this  prove  the  essentiality  of 
TV  Guide  to  its  readers.  And  the  importance  of  those  readers 
to  our  advertisers. 

This  year— sell  with  the  one  that's  selling. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS.  INC. 


Source:  Publisher's  Estimates,  Media  Industry  Newsletter. 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


TEXAN   IN  THE  TREASURY 


The  President's  appointment  of  former  Texas  Governor 
John  Connally  as  Secretary  of  the  Treasury  came  as  a  total 
surprise.    It's   as    unlikeK    a    pick    as   one   could    imagine. 

And,  contrary  to  pre\ak'nt  opinion,  I  think  Mr.  Connally 
could  turn  out  to  be  one  of  the  most  effective  men  to  hold 
the  job  in  recent  decades.  Tlie  first-lilush  premise  that 
the  naming  of  a  nationally  known,  effective  Texas  Demo- 
crat was  for  purely  and  obvious  political  reasons  is  wrong. 
Once  again  commentators  underestimate  Richard  Nixon's 
hard-lieaded  good  sense. 

With  Vietnam  disengagement  proceeding  apace,  only 
worsening  recession  will  dump  the  Republicans  out  of  the 
White  House  in  the  election  that  will  be  taking  place  21 
months  from  now.  One  has  to  be  imthinking  or  dumb  to 
conclude  that  the  President  selected  his  Treasuiy  Secretary 
to  help  cany  Texas  when  unsolving  the  problems  facing 
the  TreasurN  could  cost  the  COP  both  Texas  and  the  na- 
tion at  the  next  national  polls. 

This  Administration  has  a  good  stable  of  liigh-calii)er 
economics  professorial  ShuItz-McOacken  types,  and  can 
well  use  a  political  and  highly  experienced  Business  Hard- 
hat  to  keep  theory  related  to  reality,  and  to  get  Administra- 
tion measures  through  Congress. 

In  addition  to  having  immense  respect  from  respected 


legislators  on  Capitol  Hill,  Secretary-to-be  Connally  has 
had  enough  experience  both  from  his  tour  as  Naval  Secre- 
tary and  his  highly  successful  terms  as  Texas  Governor  to 
make  the  Treasiny  bureaucracy  perfonn  as  directed. 
That's  no  small  skill,  because  inertia  in  bureaucratic  ranks 
short-circuits  more  executive  directives  than  ever  did  the 
Congress  or  the  press  or  anyone  else. 

As  a  matter  of  fact,  ticking  oft  Connally  as  simply  a  suc- 
cessful politico  overlooks  his  real  business  savvy  and  exten- 
sive experience.  As  a  lawyer  he  has  been  an  active  di- 
rector with  Houston's  outstanding  First  City  National  Bank 
and  a  trustee  of  the  venerable,  estimable  U.S.  Trust  Co.  of 
New  York;  a  director  of  that  first-rate  outfit,  Halliburton 
Co.;  as  well,  a  director  of  Texas  Instruments  Inc.;  and  he 
has  been  active  on  the  President's  Advisory  Council  on  Ex- 
ecutive Organization. 

Enjoying  the  President's  confidence  and  having  a  lot  of 
confidence— with  reason— of  his  own.  Treasury  Secretary 
Connally  will  be  heard  respectfully  and  effectively  in  in- 
ternational councils  and  pack  some  real  wallop  in  White 
House  councils  and  on  Capitol  Hill. 

In  short,  for  a  lot  of  unobvious  reasons,  this  Texan  in 
the  Treasury  at  a  time  of  economic  stress  is  good. 

Very  good. 


PRESENTS 


With  the  holidays  past  and  such  thanks  as  are  due  hav- 
ing been  duly  delivered,  it's  once  again  time  to  ruminate  on 
the  business  practices  of  gift-giving. 

Nearly  everybody  seems  to  be  against  it— except  the  ven- 
dors, the  recipients,  and  me  (Fact  &  Comment,  Jan. 
15, 1968). 

A  counter  philosophy  was  well  expressed  in  a  wee  leaflet 
from  Brow  n  &  Gage,  a  Cleveland  printing  company— 


"In  line  with  other  large  corporations  we  wish 
to  state  our  policy  regarding  Xmas  gifts. 

"We  will  accept  all  gifts  regardless  of  size  and 
price.  As  a  matter  of  fact,  the  more  expensive  the 
gift,  the  better.  Do  not  be  afraid  of  sending  some- 
thing too  lavish.  It's  better  to  have  poor  taste  than 
to  appear  cheap." 

(It's  a  joke,  you  literate  readers.) 
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RESCUE  THE 

National  honor  and  outrage  over  the  colossally  stupid 
decision  made  by  a  Coast  Guard  admiral  and  abetted  by 
a  State  Department  paper-shuffling  minion,  permitting  the 
beating  and  removal  of  a  Soviet  defector  from  one  of  our  , 
Coast  Guard  vessels,  was  a  good  thing.  It's  heartening  to 
know  that  our  sense  of  indignation  at  a  total  wrong  to  an 
individual  has  not  been  another  casualty  of  Vietnam. 

But  in  pouring  out  indignation,  let's  not  forget  for  one 
moment  the  fabulously  effective  and  continually  marvelous 


RESCUERS 

job  this  Service  does,  for  Americans  particularly,  and  for 
those  in  trouble  at  sea  from  anywhere  when  the  Coast 
Guard  can  reach  out  to  help. 

In  the  Services,  as  in  business,  occasionally  a  dummy' 
gets  to  the  top.  Usually  he's  over  and  out  before  a  colossal 
error  of  judgment  occurs^  The  Coasties  need  and  deserve  a 
veiy  firm  pat  on  the  back  from  us  all  right  now.  They 
should  understand  the  public  shares  their  humiliation  and  is 
proud  of  the  great  humanitarian  Coast  Guard  traditions. 


Airlines:  THEIR   FUTURE  UP  IN  THE  AIR 


Tlie  earnings  bloodbath  taken  by  U.S.  airlines  in  the 
year  just  past  and  the  dismal  prospects  for  immediate 
improvement  have  raised  questions  in  the  minds  of  many 
about  their  economic  survival.  Last  year,  the  price  tag 
placed  on  the  top  12  lines  by  the  stock  market  went  from 
$3.9  billion  to  $3  billion.  Altogether,  the  major  U.S.  air- 
lines could  be  bought  for  the  price  of  Avon  stock  with 
some  $1.5  billion  left  over. 

Is  this  dismalness  justified? 

I  think  not. 

A  recitation  of  airlines'  woes  indeed  makes  a  diresome 
dirge— soaring  labor  costs;  costly  hijackings;  vast  costs  for 
breaking  in  new  747-like  equipment  and  huge  financing 
costs  of  new  craft;  stalled  traffic  growth;  lagging  rate  in- 
creases; additional  ticket  taxes;  continuing  proliferation 
of  competition  on  lucrative  routes;  Justice  Department  fin- 
ger-wagging at  cooperative  attempts  to  lessen  money-los- 
ing duplicated  flights.  Just  to  begin  listing  their  woes  is 
enough  to  ground  one's  spirits. 

It  is  estimated  the  21  scheduled  U.S.  airlines  will  show 
a  ce)llective  loss  for  1970  exceeding  $130  million,  with  an 
added  $20-million  loss  by  ten  supplemental  lines. 

So,  what  case  can  be  made  for  optimism? 

Let's  begin  with  a  basic:  Airlines  are  essential.  Passenger 
trains  are  gone,   and  automobiling,  for  people,  becomes 


more  and  more  a  problem  and  more  and  more  expensive. 

There  are  some  able  airline  heads— the  just-bounced 
George  Keck  was  one.  But  hand  wringers  at  airlines'  helms 
will  go  the  way  of  their  companies'  profits.  Their  suc- 
cessors will  do  better.  Sufficient  rate  increases  will  be  per- 
mitted, and  there  is  enough  prevailing  intelligence  in  the 
Civil  Aeronautics  Board  to  direct  and  permit  fewer  flight 
duplications.  Savings  from  vast,  new,  single-plane  capacity 
will  be  felt  effectively  before  the  year  is  out.  Sensible  ma- 
jor airline  consolidations  will  take  place.  Instead  of  encour- 
aging a  multiplicity  of  U.S.  overseas  carriers  who  all  lose 
money,  by  year's  end  there  will  be  fewer  and,  once  again 
perhaps,  profitability  for  the  survivors.  (You  don't  notice 
France,  the  Dutch,  the  Scandinavians,  Italy,  Germany,  Ja- 
pan, Britain,  Belgium  or  Switzerland  each  running  two  or 
three  or  four  or  five  national  overseas  airlines,  do  you?) 

Simply  awesome,  awful  economic  arithmetic,  i.e.,  un- 
supportably  huge  losses,  is  resulting  in  a  re-emergence  of 
good  sense  on  the  corporate  level,  and,  most  importantly, 
on  the  federal  regulatory  level. 

The  airlines  have  a  future. 

This  is  a  good  time  to  invest  in  a  piece  of  them— when 
nobody  seems  to  want  'em,  and  at  a  time  when  the  indus- 
try will  by  197rs  end  have  no  place  to  go  but  back  up. 

Reapers  will  succeed  the  weepers. 


BUDGETS  ARE  FOR  CHANGING 


No  company  can  long  run  well  and  profitably  without  a 
budget.  Living  within  it,  sticking  to  it,  is  a  virtue  and  most- 
ly a  necessity.  Exceeding  income  estimates  and  performing 
with  less  expenditures  than  estimated  is  the  stuff  of  which 
executive  promotions  are  made. 

But  inflexibility  on  the  CEO  level  toward  budgets  is  the 
stuff  of  which  ex-CEO's  are  made. 

No  one  (except  of  course  "economists"  and  we  who  fore- 


cast) can  predict  with  decimal  accuracy  12  months  ahead, 
never  mind  two  years  and  five  years  ahead.  A  sound  budg- 
et is  simply  an  intelligent  estimate  liberally  laced  with 
guesstimates  and  flavored  by  the  pessimism  or  optimism 
that  may  have  prevailed  at  the  time  of  finalizing. 

The  top  man  is  top  man  because  lie  has  the  confidence 
to  make  a  budget  flexible,  a  guide  for  growth  rather  than 
a  stunting  straitjacket. 


EXERCISERS   BEWARE 


why  is  it  when  one  begins  fatt(Miing  with  age  that  the 
young  and  the  doctors  and  the  wives  and  the  golf-crazed 
contemporaries  inianimously,  vehemently,  \irulent]\'  urge 
us-who-do-not  to  exercise? 

Chauncey  Depew,  the  after-dinner  raconteur,  said  many 
things  that  people  have  kept  on  saying  since.  One  I  find 
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most  apropos  as  response  to  e.xercisers  so  exercised  with 
those  of  us  who  have  more  sense— "I  get  my  exercise  being 
pallbearer  at  the  funerals  of  my  friends  who  e.xercise." 

Amen. 

And  may  the  rest  of  \  on  let  those  of  us  who  are  fat  and 
lazy  and  alive  rest  in  peace. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


were  coming,we'd  h^ 
filled  out  your  iamC  ^^ 


And  youcJ  sei  a 
Suaranleed  car. 

When  we  know  you're 
coming,  we  guarantee 
you  a  car  and  get  you  to 
that  car  the  fastest  way 
possible.  That  means 
most  of  the  time-con- 
suming paper  work  that 
used  to  be  done  at  the 
counter  is  filled  out  in 
advance. 

Your  time  is  valuable 
to  you  and  to  your  com- 
pany. So  National  tries 
not  to  waste  any  of  it. 
Just  call  800-328-4567 
toll-free,  24  hours  a  day 


from  any  place  fora  guar- 
anteed car  anywhere. 

We  call  this  new  ad- 
vancement in  our  guar- 
anteed reservations  pro- 
gram, Travelmax. 

Max,  National's  com- 
puter, knows  where 
every  one  of  our  cars  is 
every  minute.  When  we 
tell  you  you've  got  a 
car,  we  know  it's  going 
to  be  .there.  (National 
is  the  only  car  rental 
company  that  can  make 
that  statement.) 


Parts  of  our  Travelmax 
program  you  see.  What 
you  don't  see  are  the 
constant  improvements 
Travelmax  makes  in  our 
airport  procedures  that 
get  you  to  your  car  faster 
than  ever  before. 

Add  all  this  up,  and 
it    gives    you    the    most 


advanced  reservation 
system  in  the  car  rental 
industry.  When  your 
business  is  making  the 
customer  No.  1,  that's 
the  way  you  do  things. 

Ride  with  US  and 
be  number  1 


NATIONAL 

CAR  RENTAL 


•  Guaranteed,  computerized 
reservations. 

•  2400  U.S.  and  international 
locations.  (Tjiden-Rent-A-Car 
in  Canada) 

•  S&H  Green  Stamps 

•  We  feature  GM  cars:  Chevrolet, 
Pontiac,  Oldsmobile,  Buick 
and  Cadillac 

•  800-328-4567  toll  free 


Are  you  investing 

for  the  70's  with  stocks  that 

were  hot  in  the  60's? 


Name 

Address- 
City 


A  lot  of  investors  think 
their  stocks  will  come  back 
as  soon  as  the  market  does. 

Maybe. 

But  only  if  they've  got 
the  right  stocks  for  today's 
market. 

Which  is  something 
you  can't  take  for  granted. 
The  market  now  isn't  just    ■  ^  ■■■■■■  ^  ■ 
lower  than  it  was  in  1968.  It's  different. 

For  example,  during  the  late  sixties,  the 
only  thing  many  investors  seemed  to  care 
about  was  growth  in  earnings.  Now  we  see  a 
trend  back  to  companies  with  strong  balance 
sheets  and  relatively  low  price/earnings  ratios. 

So  we  think  it's  a  good  time  for  investors 
to  take  a  fresh  look  at  their  portfolios.  If  you'd 
like  us  to  help  you  do  it,  just  mail  the  coupon 
with  a  list  of  your  holdings. 

One  thing  we'll  watch  for  is  stocks  bought 
at  inflated  prices.  In  the  past,  speculative 


Free:  "^'^-^'^ 

A  fresh  look  at  your  securities. 

Mail  to:  Merrill  Lynch,  P.O.  Box  333, 
Wall  St.  Station,  New  York,  N.  Y.  10005. 

1.  Your  investment  objective: 
n  Relative  safety  of  capital,  plus  income 

of  about "". 

□  Good  quality  stocks  with  prospects  for 

appreciation  and  long-term  growth. 
n  Attractive  speculations,  with  prospects 

for  appreciation  over  the  next  12 

months. 

2.  Present  income  tax  bracket %. 

3.  Please  attach  a  list  of  your  holdings. 
Include  number  of  shares  or  bonds  (with 
coupon  rate  and  maturity  date),  approx- 
imate time  and  price  of  purchase,  plus 
cash  available  for  investment. 

4.  Please  explain  if  you  expect  a  major 
change  in  your  financial  status  soon. 


State. 


Zip 

Merrill  Lynch  customers:  Please  give  name 
and  office  address  of  account  executive. 


All  inquiries  held  in  strict  confidence. 


stocks  have  often  dragged 
their  feet  after  the  first 
sharp  rally  following  a  se- 
vere bear  market. 

So  don't  be  surprised 
if  we  tell  you  that  some  of 
those  dear  old  blue  chips 
you've  been  holding  for 
years  are  the  best  things 
■^^■■^^*    in  your  portfolio. 

Or,  we  might  suggest  money-related 
stocks.  Utilities,  housing,  and  banks.  We're 
bullish  on  these  stocks  partly  because  of  the 
trend  to  easier  money  and  lower  interest  rates. 
Of  course,  our  recommendations  will 
depend  on  what  you  tell  us  in  the  coupon. 

In  the  meantime,  we'll  keep  looking  for 
the  trends  that  make  the  market  go.  We  won't 
spot  them  all.  Nobody  does.  But  we  do  have 
twice  as  many  analysts  looking  for  them  as 
any  other  broker. 

We  figure  that  puts  the  odds  in  our  favor. 


Merrill  Lynch:  We  look  for  the  trends. 

Mirnll  Lynch,  Purrr,  Fennet  &  Smith  Inc   For  neareet  offici- call  loll  (rw  800  2<3  6000  In  Connecticut  call  800  942  0655 
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The  Plum  That  Couldn't  Be  Picked 

Rubbermaid  doesn't  think  little  companies  have  to  be  swal- 
lowed by  big  ones.  Its  figures  speak  louder  than  words. 


This  is  the  story  of  how  to  make  mon- 
ey by  turning  down  good  money. 

For  years  a  number  of  the  nation's 
merger-hungry  corporations  made  re- 
peated efforts  to  acquire  Rubbennaid 
Inc.,  a  small  housewares  manufactur- 
er based  in  Wooster,  Ohio.  Most  of 
the  offers  were  generous,  to  say  the 
least.  Yet,  Rubbermaid  said  "No"  to 
them  all— to  Textron  and  Corning 
Glass,  to  Celanese  and  Standard  Oil 
of  Ohio  and  a  dozen  more. 

.Men  on  Wall  Street  began  to  won- 
der whether  folks  from  Wooster  were 
a  little  crazy.  But  time  has  proved 
that  they  were  crazy  like  a  fox.  That's 
f)ecause  Rubbennaid  has  grown  faster 
than  most  of  the  giant  corporations 
that  wanted  to  buy  it.  So  its  share- 
holders have  been  better  off  owning 
Rubbermaid's  spiraling  stock— up  more 
than  400?  since  1964-than  any  of  the 
giants'  paper. 

Unlike  hundreds  of  other  small 
manufacturers  in  the  $12-billion 
housewares  industry,  Rubbermaid  has 
a  genuine  proprietary  name  and  a 
reputation  for  introducing  new  prod- 
ucts. Starting  with  a  rubber  dustpan 
in  the  Thirties,  it  has  branched  into 
largely  plastic  items  ranging  from 
food  containers  to  kitchen  drawers 
to  automobile  mats.  The  broad  prod- 
uct line  has  paid  off  with  impressive 
growth  in  recent  years.  Sales  and 
earnings  per  share  have  increased  an 
average  of  12%  a  year  since  1960.  In 
its  1970  calendar  year,  it  will  earn  an 
estimated  S5  million,  or  $1.45  per 
share,  on  sales  of  -STO  million.  That's 
up  from  S4.5  million,  or  $1.28  per 
share,  on  sales  of  $64  million  in  1969. 
In  October  it  split  its  stock  2-for-l 
and  boosted  its  cash  dividend  (for  the 
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12th  straight  year)  to  56  cents  per 
share. 

What's  more,  the  future  seems  just 
as  promising.  So  far,  Rubbermaid  has 
been  riding  along  solely  on  its  con- 
sumer products— plastic  and  rubber 
housewares  and  car  accessories  that 
account  for  about  80%  of  company 
revenues.  Meanwhile,  however,  it  has 
a  new  commercial  line  of  food  boxes 
and  waste  baskets  for  hospitals  and 
motels,  and  is  working  hard  to  convert 
its  smallish  industrial  division  from  a 
loser  to  a  profit-maker. 

"We  say  we  will  double  every  six 
years  through  internal  growth,"  says 
President  Donald  E.  Noble.  "And 
that's  without  a  new  division  we  may 
add  by  1973  to  sell  recreational  equip- 
ment, such  as  speedboats  and  sleds." 

With  prospects  bright,  Rubbermaid 
isn't  for  sale  today  at  any  price.  But 
a  few  years  ago  the  company  was  only 
half  as  big,  and  its  future  was  far 
from  certain.  Still,  its  board  of  direc- 
tors, who  control  more  than  20%  of 
the  3.5  million  outstanding  shares, 
turned  down  a  series  of  merger  offers 
valued  at  up  to  nearly  60%  more  than 
Rubbermaid's  stock  price.  How  could 
a  pip-squeak  company  reject  such 
generous  proposals  from  proven  cor- 
porations? Didn't  it  have  a  responsi- 
bility to  its  shareholders  to  accept  a 
gold-plated  deal? 

"That's  what  people  on  Wall  Street 
kept  asking  us,"  says  Noble.  "But  we 
had  more  faith  in  our  future  than  in 
the  future  of  the  XYZ  Corp." 

Had  Rubbermaid  accepted  any  of 
the  15  or  so  offers  it  considered,  its 
shareholders  would  now  own  shares 
worth  about  29%  to  86%  less  than  their 
Rubbermaid  stock.  Noble,  a  soft-spo- 
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ken  man  of  55  who  has  been  with  the 
company  29  years,  was  reluctant  to 
discuss  specifics  with  Forbes— "I  don't 
want  to  hurt  anybody's  feeHngs."  But, 
under  questioning,  he  described  some 
merger  offers  and  their  projected  con- 
sequences for  Rubbermaid  investors: 

•  The  Celanese  proposal  in  June 
1964  set  the  pattern.  The  diversified 
chemicals  company  oftered  stock 
worth  $25.64  for  Rubbermaid  shares 
trading  at  $16.38.  That  is  a  57%  pre- 
mium. But  since  then  Celanese's  share 
price  has  been  flat,  while  Rubber- 
maid's  stock  has  soared.  A  Rubber- 
maid stockholder  who  bought  1,000 
shares  early  in  1964  and  held  onto 
them  would  own  securities  worth 
about  $71,500  today.  Had  the  Cela- 
nese deal  been  made,  that  same  stock- 
Iiolder  would  now  own  Celanese  pa- 
per valued  at  only  $22,597  (as  of  the 
beginning  of  1971).  So  by  rejecting 
the  merger,  it  turns  out  that  Rubber- 
maid did  the  hvpothetical  investor  a 
$48,903  favor. 

•  Standard  Oil  of  Ohio  proposed 
a  17.7%  premium  per  share  over  Rub- 
bermaid's  market  price  of  $26.38  in 
March  1965.  "For  four  and  a  half 
years,"  says  Noble,  "our  shareholders 
would  have  been  better  off  with 
Sohio  paper."  But  not  any  more.  That 
company's  stock  fell  sharply  last  year. 
Today  a  Rubbermaid  stockholder  who 
owned  1,000  shares  in  1965  would 
have  $50,490  worth  of  Sohio  paper 
vs.  $71,500  worth  of  Rubbeimaid 
stock. 

•  Textron,  the  $1.6-billion  conglom- 
erate, offered  $38  per  share  in  June 
1967  when  Rubbermaid  was  trading 
at  $28.75.  But  today  the  hypotheti- 
cal 1,000-share  investor  would  own 
Textron  paper  worth  only  $27,869,  or 
60%  below  RubbeiTTiaid's  early  Janu- 
ary value  of  $71,500. 

Although  the  company's  directors 
were  more  or  less  committed  to  re- 
maining independent,  they  didn't  re- 
ject the  deals  out  of  hand.  In  fact, 
Corning  Glass  almost  picked  off  the 
company  in  1969  by  offering  $54.75 
per  share  for  Rubbermaid  stock  trad- 
ing at  $38.  All  the  elements  seemed 
right.  The  offer  was  generous.  Corn- 
ing was  a  great  company.  Rubber- 
maid management  was  struggling 
with  problems  in  its  industrial  and 
Canadian  operations,  and  the  execu- 
tives of  both  companies  were  old 
friends.  A  Wall  Street  analyst  says, 
"I  couldn't  believe  it  when  Rubber- 
maid turned  down  the  deal." 

Nor  could  some  of  Rubbemiaid's 
biggest  stockholdfrs  believe  it;  a 
few  wanted  to  accept  the  Corning  of- 
fer. But  in  the  end  the  directors  stuck 
together  and  opted  to  remain  inde- 
pendent. They  are  glad  they  did. 
Since  then.  Corning  has  been  hurt  by 
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the  color-TV  slowdown  and  by  the 
general  disillusionment  with  glamour 
stocks;  its  recent  price  is  about  41% 
below  its  1969  high.  Rubbermaid,  by 
contrast,  sells  about  41%  above  its 
1969  high. 

Interestingly,  there  .  was  a  time 
when  Rubbermaid  would  have  been 
extremely  vulnerable  to  an  attractive 
merger  offer.  In  the  early  Sixties,  it 
had  a  capitalization  of  only  a  little 
over  1  million  shares  and  at  times 
sold  for  ten  times  earnings  and  less. 
But  in  those  days,  Rubbermaid  had 
only  a  few  suitors.  Not  until  1964  did 
anyone  threaten  a  tender  offer.  That 
was  W.R.  Grace  &  Co.  Rubbermaid 
stalled  on  the  tender  proposal  long 
enough  for  its  common  stock  to  rise 
from  $17  to  nearly  $20.25— which  was 
the  value  of  Grace's  offer.  At  that 
point,  Rubbermaid's  directors  told 
Grace  they  would  fight  any  tender. 
The  deal  died  quietly,  without  Grace 
ever  filing  an  official  tender.  (Had  a 
tender  at  $20.25  succeeded,  the  hypo- 
thetical 1,000-share  investor  would 
own  only  $10,125  worth  of  Grace 
stock  as  of  the  beginning  of  1971 ) . 

"We  were  lucky,"  recalls  Noble. 
"But  luck  was  only  part  of  it."  As  he 
sees  it,  too  many  small  companies  are 
sold  out  by  chicken-hearted  directors 
and  top  executives.  "The  safest  thing 
a  director  can  do  is  sell,"  says  Noble. 
"He  can  never  be  criticized  for  ac- 
cepting a  generous  offer,  but  he  can 
be  criticized  forever  for  rejecting  one. 
But  our  directors  had  the  courage  to 
look  five  years  ahead  and  decide  that 
our  little  company  would  outperform 
the  giants  that  wanted  to  buy  us." 

In  other  cases,  says  Noble,  presi- 
dents surrender  their  companies  "to 
feather  their  own  nests."  He  says, 
"Some  guys  have  tried  that  approach 
on  me.  But  when  someone  says,  'Now 
let's  talk  about  what  we  will  do  for 
Don  Noble,'  I  stop  l>im  right  there." 

Of  course  he  does.  Big  corporations 
don't  have  anything  he  wants.  Ac- 
cording to  a  Wall  Street  source,  some 
years  ago  an  executive  of  American 
Home  Products,  another  onetime 
suitor,  put  his  finger  on  exactly  what 
Noble  does  want:  "Don  wants  to  be 
the  president  of  Rubbermaid,  Inc.  of 
Wooster,  Ohio— not  the  Rubbermaid 
division  of  my  company  or  any  other 
company."  After  that  realization, 
American  Home  forgot  about  buying 
Rubbermaid. 

Postscript 

One  final  word  for  corporate  hunt- 
ers who  may  be  reading  about  Rub- 
bennaid  for  the  first  time:  "Our  di- 
rectors and  executives,"  says  Noble, 
"are  more  determined  than  ever  to  re- 
main independent.  We  have  our  heels 
dug  in  deeper  than  ever  before."  ■ 


How's 

That 

Again? 

For  eight  years  Leasco 
has  reported  that  it 
was  maldng  money 
irt  computers.  Now, 
after  a  sudden  ! 
.  write-off,  Leasco 
has  wiped  out  those  i 
years  of  "profits."  I 

Just  20  months  ago,  when  Forbes 
asked  him  to  explain  his  almost  over- 
night success,  Saul  Steinberg,  the  then  ■ 
29-year-old  guiding. genius  of  Leasco 
Data  Processing  Equipment  Corp.,  an- 
nounced simply:  "Computer  leasing? 
It's  just  a  way  of  getting  free  com- 
puters." (He  meant  for  his  company, 
of  course. ) 

Commented  Forbes  about  Stein- 
berg: "Accomplishments?  No  argu- 
ment about  it.  But  maturity?" 

Last  month  it  seemed  clear  that  the 
computer  business  was  considerably 
more  complicated  than  Steinberg  liked 
to  think.  And  his  maturity,  his  ability 
to  handle  adversity,  are  going  to  be 
severely  tested. 

Steinberg's  attempt  to  take  over 
London  publisher  Pergamon  Press, 
Ltd.  developed  into  a  bitter  battle 
with  Robert  Maxwell,  who  was  Perga- 
mon's  founder,  and  in  the  end  the 
prize  was  hardly  worth  it.  Leasco's 
computer  software  and  consulting  op- 
erations have  run  into  several  major 
problems.  And  its  computer  time-shar- 
ing business  has  still  barely  gotten  off 
the  ground. 

The  Big  Comedown 

Late  last  month  Steinberg  an- 
nounced the  long-anticipated  bad 
news:  Leasco  had  lost  $30.8  million 
in  fiscal  1970  (ended  Sept.  30). 

The  most  dramatic  chunk  of  the 
loss  was  a  $24-million  write-oft  of 
Leasco's  $24-million  investment  in 
Pergamon  to  virtually  nothing  ($1). 
Regarding  that,  Steinberg  was  all  hu- 
mility. In  an  interview  in  the  London 
Observer,  Steinberg  called  himself 
naive,  admitting  that  the  venture  was 
"a  $24-mi!lion  mistake."  Leasco  may 
e\entually  be  able  to  sell  its  38%  of 
Pergamon 's  stock  and  show  a  subse- 
quent capital  gain.  But  the  net  loss  on 
the  adventure  to  Leasco's  shareholders 
w  ill  still  probably  be  horrendous. 

But  what  the  highly  publicized 
problems  of  Pergamon  overshadowed 
were  many  other  setbacks:  Leasco  dis- 
continued several  consulting  and  soft- 
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ware  operations;  S5.7  million  of  un- 
used computer  time-sharing  equip- 
ment was  written  down;  carrying 
value  of  land  was  reduced  by  SI. 9 
million;  S2.6  million  of  investment  in 
two  foreign  data  processing  companies 
was  written  off.  All  told.  Leasee's  non- 
insurance  businesses  (mostly  compu- 
ter) reported  extraordinary  losses  of 
$20.2  million  plus  operating  losses  of 
another  S4  million. 

In  other  words,  excluding  the  S24- 
million  Pergamon  write-off  and  S17..5 
million  in  profits  from  Reliance  Insur- 
ance, acquired  in  1968,  Leasco  lost 
S24  million  last  year  in  the  noninsur- 
ance  ventures,  mostly  the  computer 
business.  This  exceeds  the  $17.2  mil- 
lion Leasco  claimed  it  made  from  its 
noninsurance  operations  from  1962  to 
1969.  Conclusion:  In  its  nine-year 
history,  insurance  profits  aside,  Leasco 
has  lost  S7  million,  mainly  in  the  com- 
puter business. 

After  all  that  was  written  about 
"boy  genius"  Steinberg  ( richest-self- 
made-man-under-30  Steinberg),  it  is 
almost  comic  to  realize  that  Leasco 
has  never  made  a  nickel,  except  for  Re- 
liance Insurance,  a  company  that  was 
making  money  before  Steinberg  ever 
got  out  of  college.  It  all  seems  unreal: 

Less  than  two  years  ago,  Steinberg 
telling  Wall  Street  analysts  that  he 
had  set  a  five-year  growth  goal  of  35% 
annually. 

Arthur  Levitt  Jr.,  president  of  what 
is  now  CBWL-Hayden  Stone— Leas- 
ee's financial  adviser  in  its  takeover  of 
Reliance— telling  the  Senate  Subcom- 
mittee on  Antitrust  and  Monopoly 
that  "the  'two  and  two  makes  five' 
equation  is  one  that  appeared  to  be 
readily  available  in  this  kind  of  mar- 
riage." Leasee's  computer  knowhow 
may  well  produce  efficiencies  which 
could  lower  premiums  for  Reliance 
policyholders,  claimed  Levitt. 

Touche  Ross  &  Co.,  Leasee's  ac- 
countants, approving  the  deferrals  of 
major  computer  costs  while  Leasee's 
stock  was  riding  high  and  then  today, 
with  the  stock  down,  apparently  okay- 
ing $43.6  million  in  write-offs. 

WTiile  Leasee  waned,  however, 
many  associated  with  the  company 
have  waxed  wealthy: 

•  CBWL-Hayden  Stone  (then  Co- 
gan,  Berlind,  Weill  &  Levitt,  Inc.)  col- 
lected three-quarters  of  a  million  dol- 
lars acting  as  Leasee's  "adviser"  in  its 
acquisition  of  Reliance. 

•  Mutual  funds,  including  Enter- 
prise, Oppenheimer  and  Putnam 
Growth,  which  bought  Reliance  stock 
before  the  takeover,  made  a  gain  of 
as  much  as  55%  as  the  stock  rose  from 
64  to  99  (Forbes,  May  1). 

•  Richard  A.  Corroon  Jr.  and  Ed- 
ward S.  MacArthur,  former  Reliance 
directors,  collected  a  cool  $57  million 


Steinberg  of  Leasco 


in  cash  (the  rest  of  the  stockholders 
were  offered  paper)  for  their  14%  of 
Reliance  stock  (Forbes,  July  15). 

•  Leasco  director  Robert  B,  Hodes' 
Wall  Street  law  firm  of  Willkie,  Farr 
&  Gallagher  collected  over  $1  million 
in  legal  fees  in  2li  years. 

•  Leasco  director  Henry  W.  Meers' 
firnrj  of  White,  Weld  &  Co.  collected 
$877,000  in  fees  and  commissions 
from  Leasco  from  1966  through  1969. 

•  Touche  Ross  &  Co.,  which  has 
audited  Leasco  since  the  mid-Sixties, 
won't  say  how  much  it  has  been  paid 
for  its  services. 

•  Saul  Steinberg,  now  31,  is  a  mul- 
timillionaire and  is  paid  a  salary  of 
$175,000  a  year.  Julius  Steinberg,  his 
father,  gets  $41,000  a  year.  Robert 
M.  Steinberg,  his  brother,  is  a  Leasco 
vice  president. 

Not  Everyone 

It's  a  very  different  story,  though, 
for  those  who  bought  Leasco  stock 
when  the  company's  boy  genius  was 
riding  high.  From  a  1969  high  of  57, 
the  stock  has  been  as  low  as  7  this 
year.  Each  Reliance  shareholder  was 
offered  a  package  of  securities  worth 
$72.  Today  these  very  same  securities 
sell  for  about  $30. 

There  are  those  on  Wall  Street  who 
are  once  again  optimistic  about  Leas- 


co. They  reason  that,  with  all  those 
write-offs  behind  it,  the  company  will 
have  a  fairly  easy  time  showing  a 
"turnaround"  for  1971.  But  anyone 
who  thinks  that  a  long-range  recovery 
at  Leasee  is  guaranteed  because  of  all 
the  write-offs  had  better  take  a  very 
careful  look.  For  one  thing,  it  is 
doubtful  that  Leasco  can  pay  itself  an- 
other big  $39-millien  dividend  from 
the  Reliance  investment  portfolio  as  it 
did  in  1969,  less  than  a  year  after  it 
won  control.  And  for  another  thing. 
Leasee's  computer  time-sharing  busi- 
ness, which  Steinberg  once  publicK 
predicted  would  be  profitable  b\' 
1970,  is  still  losing  money. 

Overhanging  the  company,  more- 
over, are  two  major  burdens:  1)  some 
$193  million  of  the  $360  million  of 
computer  equipment  that  Leasee  has 
leased  out  has  still  not  been  depre- 
ciated, 2)  each  year  it  must  pay  seme 
$9  million  (after  taxes)  in  dividends 
to  Reliance  shareholders  who  ex- 
changed their  Reliance  shares  for 
Leasco  convertible  preferred  stock, 
before  any  earnings  are  available  for 
common  shareholders. 

Moral:  Beware  of  boy  geniuses  who 
seem  to  know  how  to  make  two  and 
two  equal  five.  This  particular  one  has 
yet  to  prove  that  he  can  make  two 
and  two  equal  four.  ■ 
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Making  Haste  Slowly 

Is  it  sinful  to  sit  on  cash  and  borrow  less  than  the  banks  are 
willing  to  lend  you?  Not  by  Campbell  Soup's  standards,  it  isn't 


If  any  company  in  the  slow-growth 
food-canning  business  has  had  a 
unique  opportunity,  it  has  been 
Campbell  Soup.  Campbell,  of  course, 
is  the  canned  soup  business  in  the 
U.S.,  taking  perhaps  80%  of  the  mar- 
ket. With  that  dominant  position,  it 
has  been  able  to  keep  its  profits  rolling 
in  at  very  steady  levels.  In  the  last 
ten  years,  Campbell's  profit  margin  on 
sales  has  sta\ed  right  between  5.8% 
and  7.3%,  its  return  on  stockholders' 
investment  between  11%  and  13%. 

These  stable  profits  at  a  fairly  high 
level  have  given  William  Beverly 
Murphy,  Campbell's  president  for  the 
past  17  years,  quite  a  corporate  bank 
account.  He  has  had  annual  earn- 
ings of  $50  million  to  $60  million,  a 
stock  that  sold  as  high  as  35  times 
earnings,  working  capital  of  $200  mil- 
lion and  the  ability  to  borrow  at  least 
$100  million  long-term. 

With  this  wherewithal.  Murphy 
could  have  dashed  out  and  acquired 
his  way  to  a  company  considerably 
larger  than  Campbell  is  today  (sales: 


$965  million).  But  Murphy  never  en- 
tered the  race.  "We  haven't  been  the 
kind  of  a  company  that  makes  big  ac- 
quisitions," he  says.  "When  you  buy 
something  big,  you  tend  to  buy  a  lot 
of  built-in  griefs."  Murphy  prefers  to 
buy  a  small  company  here  and  there 
(examples;  Swanson  TV  dinners  in 
1955.  Pepperidge  Farm  baked  goods 
in  1961)  and  then  nurse  it  along.  "It 
takes  us  about  seven  years  to  get  roll- 
ing," he  says  of  his  acquisitions. 

"Maybe  we're  too  limited  in  our 
thinking.  I  don't  know,"  Murphy  goes 
on,  not  really  meaning  what  he  says. 
"Why  don't  we  go  out  and  buy  Mc- 
Lean Industries  like  R.J.  Reynolds  did? 
Well,  this  food  business  is  awfully  big. 
Can't  we  have  adequate  growth 
here?"  Of  course,  by  limiting  himself 
to  the  food  business.  Murphy  is  put- 
ting another  kind  of  limit  on  himself. 
"There  are  things  we'd  love  to  buy 
but  can't.  Our  lawyers  stop  us  before 
we  get  into  trouble  with  the  Govern- 
ment. Mr.  Snow  called  us  up  one  day 
and  begged  us  to  buy  his  business— 


Not   Soup.    Campbell   does    well   in    froze 


Dream  Deferred 

Transitron  wanted  to  be  a  major  electronics  company.  Today, 
the  only  thing  big  about  it  is  all  the  red  ink— so  much,  in  fact, 
that  the  founders  are  providing  their  own  money  to  keep  it  alive. 


It's  a  rare  occasion  when  top  man- 
agement must  put  up  its  own  money 
to  help  bail  out  its  floundering  com- 
pany. But  if  the  managers  also  hap- 
pen to  be  the  major  stockholders  and 
no  one  else  is  willing  to  lend,  except 
on  backbreaking  terms,  often  there  is 
little  alternative. 

That  is  exactly  what  the  Bakalar 
brothers.  Chairman  Leo  and  Presi- 
dent David,  were  forced  to  do  at 
Transitron  Electronics  Corp.  In  a  re- 
cent proxy  statement,  it  was  disclosed 
that  the  brothers  Bakalar  personally 
advanced  $21  million  in  loans  to  the 
company  last  winter.  They  had  tem- 
porarily renK)ved  themselves  from  the 
payroll,  thus  saving  the  company  near- 
ly $200,000  in  annual  expenses.  Why 
should  they  be  so  willing  to  go  out 
on  a  limb?  A  reason:  They  and  their 
families  personally  still  own  52%  of 
the  stock. 

Considering  the  sequence  of  events 
that  brought  Transitron  to  its  present 
state,  it's  fair  to  ask  whether  the  re- 
sults ever  really  justified  those  fat  sala- 
ries to  begin  with.  And  it's  well  to 


David  Bakalar 


remember  that  the  $21  million  they 
have  lent  the  company  is  only  a  small 
part  of  the  more  than  $75  million  the 
brothers  received  from  the  public  in  a 
series  of  secondary  stock  offerings 
when  the  company  went  public  in 
1959  and  1960. 

Transitron  has  lost  a  staggering  $23 
million  over  the  last  three  years  and 
has  a  retained  earnings  deficit  of  over 
$6  million.  It  owes  $31  million,  two- 
thirds  of  this  to  the  Bakalars. 

A  History  of  Problems 

A  company  with  total  sales  of  $95 
million  in  semiconductors,  wire  and 
cable  products  and  miscellaneous 
other  products,  Transitron  had  its  last 
really  big  >ear  in  I960,  just  about 
when  it  went  public;  since  then  it  has 
had  six  losing  years  out  of  ten. 

In  the  early  Sixties,  Transitron  and 
its  underwriter,  Merrill  L)nch,  were 
hit  by  a  lawsuit  involving  claims  it  had 
made  in  a  prospectus  for  a  public 
stock  offering.  The  suit  was  finally  set- 
tled out  of  court  for  $5.3  million. 

Transitron  was  started  by  the  Bak- 
alars during  the  early  Fifties,  just  as 
the  transistor  market  was  opening  up. 
Leo  was  a  high  school  dropout  and 
a  successful  liejuidator  of  merchan- 
dise. David  held  a  doctorate  in  physi- 
cal metallurgy  from  MIT.  By  the  early 
Sixties  electronics  and  transistors  were 
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eris,  bui  lags  far  behind  leader  Sara  Lee. 


this  was  Snow  Canning  Co.  [clam 
products];  Borden  subsequently 
bought   it.    But   we   couldn't   buy   it." 

One  Thing  at  a  Time 

Murphy  has  been  cautious,  how- 
ever, even  within  his  own  limitations. 
Until  a  couple  of  recent  small  acqui- 
sitions that  took  him  into  the  restau- 
rant and  candy  businesses,  he  had 
been  on  the  acquisition  sidelines  for 
nearly  ten  years.  "We  were  getting 
started  in  Mexico  and  Australia,"  Mur- 
phy says. 

His  most  recent  ventures  are  typi- 
cal. He  studied  the  restaurant  busi- 
ness for  five  years  before  taking  the 
plunge,  buying  two  Pacific  Northwest 
companies— Herfy's,  a  fast-food  oper- 
ation, and  Clark,  a  conventional  res- 
taurant operation.  Murphy  won't  ex- 
pand Herfy's  quickly  by  franchising. 
"You  lose  control  over  your  opera- 
tions under  franchising,"  says  Murphy. 

Campbell  entered  the  candy  busi- 
ness at  the  high-priced  chocolate  end, 
buying  western  hemisphere  rights  to 
Godiva  candies,  and  hopes  to  work 
its  way  down  into  other  areas.  "But 
there's  no  hurry,"  cautions  Murphy. 
"We  want  to  do  it  right,  so  25  years 
from  now  we  end  up  with  an  excel- 
lent business."  Campbell  also  has  dog 


food  in  test  markets,  but  Murphy 
says,  "The  timetable  on  going  further 
hasn't  been  set  yet." 

Murphy  can't  help  feeling  content 
about  his  way  of  doing  things  when 
he  sees  the  high  prices  International 
Telephone  &  Telegraph  and  RCA  paid 
to  acquire  large,  firmly  established 
companies  in  the  frozen  foods  business. 
"We  paid  about  $24  million  for  Swan- 
son,  RCA  paid  much  more  [about 
$120  million]  for  Banquet.  What's  Mr. 
[Harold]  Geneen  [of  ITT]  doing 
when  he  looks  at  the  figures?  Morton's 
product  prices  are  about  60%  of  ours— 
they've  gone  the  low-priced  route." 

But  Murphy  isn't  smug;  just  a  mid- 
dle-of-the-roader. He  says:  "We've 
never  been  satisfied  with  our  growth, 
but  that  isn't  going  to  make  us  go  out 
and  dive  in  the  ocean  when  we  can't 
swim.  I  think  we're  a  7%  growth  com- 
pany, in  both  sales  and  earnings.  This 
is  about  the  way  we're  geared."  In 
practice,  over  the  last  ten  years, 
Campbell's  earnings  have  gone  up  an 
average  of  6%  a  year. 

Considering  that  money  doubles  in 
12  years  at  a  6%  rate,  what's  wrong 
with  that  as  a  goal  for  a  big  company? 
Murphy's  goals  may  be  modest,  but 
he  never  embarrasses  himself  by  miss- 
ing them  by  a  wide  margin.   ■ 


magic  words  in  the  stock  market.  At 
its  height,  Transitron  had  a  total  mar- 
ket value  of  some  $400  million.  But 
by  1963  Transitron  common  uas  down 
to  4  from  a  new-iss»ie  price  of  36  and 
.in  all-time  high  of  60. 

Semiconductors  have  always  been 
a  tricky  market.  There  was  terrific 
Nolunie,  but  the  market  was  vulner- 
able to  price-cutting.  Technology  in 
the  early  Sixties  was  already  shifting 
to  highly  miniaturized  integrated  cir- 
cuits, and  Transitron  was  slow  to  make 
the  change.  Part  of  the  problem  was 
its  research,  in  which  the  company 
could  hardly  compete  with  giants  like 
•  Texas  Instniments  and  Motorola. 
Transitron  was  also  weak  in  marketing; 
it  had  trouble  selling  semiconductors 
in  sufficient  volume  to  keep  up  with 
falling  prices.  On  top  of  this,  its  ac- 
quisitions turned  out  poorly. 

The  Bakalars  first  began  aggressive- 
ly acquiring  other  companies  in  1966, 
even  though  their  stock  was  selling 
60?  below  its  1960  high.  They  wound 
up  with  a  hodgepodge  collection: 
Phalo  Coip.,  which  makes  insulated 
wire  and  cable  and  has  lost  money 
for  three  years;  an  office  equipment 
company  that  has  seen  little  but  red 
ink;  and  several  makers  of  tents  and 
other  canvas  products  for  the  military, 
whose  business  has  declined  signifi- 
cantly in  profitabiUty. 
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More  recently  the  Bakalars  tried 
to  shore  up  Transitron  by  bringing  in 
experienced  semiconductor  marketing 
and  manufacturing  men  from  compa- 
nies like  ITT,  Honeywell  and  Farring- 
ton  Electronics.  They  have  also  been 
trying  to  sell  some  of  their  poorer  but 
still  salable  acquired  businesses. 

A  few  years  ago,  before  the  huge 
los,ses,  but  when  Transitron  was  al- 
ready on  the  downward  trail,  David 
Bakalar  told  Forbes :  "It's  a  matter  of 
pride  now;  we  want  to  build  the  com- 
pany into  a  big  one.  We  will  never 
sell  out  or  merge  as  long  as  either  of 
us  is  alive." 

Today  it  is  a  question  of  saving 
the  company:  Never  mind,  for  now, 
dreams  of  becoming  a  corporate  giant. 
In  a  way,  the  Bakalars  deserve  credit: 
They  have  stayed  on  and  fought  for 
survival  of  the  company  when  they 
could  have  cut  and  run,  living  hand- 
somely off  the  proceeds  of  their  big 
public  offerings.  In  another  way,  how- 
ever, both  they  and  their  underwriters 
perhaps  too  easily  assumed  that  two 
men  without  significant  managerial  ex- 
perience could  run  a  big  company 
successfully  in  a  highly  competitive 
business.  Maybe  the  investing  public 
deserves  criticism  too:  Nobody  made 
them  put  hard  cash  into  a  company 
that  lacked  a  meaningful  track  record 
and  experienced  management.  ■ 
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Can  the  Transistor  Save  the  Arts? 

Soaring  costs  are  Idlling  the  performing  arts— everyone  knows 
that.  But  perhaps  the  memory  will  linger  on— on  videotape? 


The  performing  arts— music,  dance, 
theater,  opera— are  big  business  in  the 
U.S.,  but  they  are  big  business  Hke 
Lockheed  or  Penn  Central,  not  big 
business  like  General  Electric  or  IBM 
or  Texaco. 

In  the  first  place,  Americans  spend 
only  $600  million  a  year  to  see  the 
traditional  arts— ballet,  opera,  sym- 
phony and  live  theater— performed. 
This  works  out  to  a  pitiful  $3  per  cap- 
ita, considerably  less  than  Americans 
spend  on  cigarettes  or  rock  'n'  roll 
records— much  less  than  one-tenth  of 
1%  of  the  gross  national  product. 
Moreover,  the  $600  million  comes 
from  only  A%  of  the  adult  U.S.  popu- 
lation. Americans  buy  more  than  $1 
billion  worth  of  new  musical  instru- 
ments a  year,  but  many  professional 
symphonies  are  facing  "mergers  and 
imminent  collapse"  according  to  a 
Chase  Manhattan  Bank  study. 

Big  Enough 

The  top  three  U.S.  performing  arts 
centers— Lincoln  Center,  N.Y.,  Los  An- 
geles' Music  Center,  Calif,  and  JFK 
Center,  Washington,  D.C.— represent 
better  than  a  quarter-billion  dollars  in 
real  estate  and  fittings.  But  real  es- 
tate cannot  perform:  The  $l-million 
annual  maintenance  cost  of  the  N.Y. 
State  Theater  at  Lincoln  Center  alone 
is  equivalent  to  the  yearly  budget  for 
many  of  the  top  24  symphonies. 


Performing  arts  have  never  earned 
their  keep,  but  at  few  periods  in  his- 
tory have  the  chasms  between  operat- 
ing costs  and  the  aficionados'  ability 
to  support  them  yawned  so  wide.  The 
Metropolitan  Opera  at  Lincoln  Center 
has  trimmed  back  operating  expenses 
from  over  $20  million  in  1967  to 
around  $16  million  for  1970.  But 
in  former  years  contributions  have 
often  eliminated  the  deficit.  Last  year 
there  was  a  $1.5-million  deficit  even 
with  contributions. 

In  1970  the  arts  succeeded  in  get- 
ting federal  funds  even  though  Penn 
Central  didn't.  To  prevent  a  total  col- 
lapse, the  federally  funded  grants 
from  the  National  Endowment  were 
almost  doubled,  from  $8  million  to 
$15  million.  (By  contrast,  Britain, 
with  only  a  fourth  of  the  U.S.  popula- 
tion, will  provide  $28  million  in  1971 
for  its  arts.)  There  is  talk  of  $40  mil- 
lion in  1972,  $60  million  in  1973  and 
$80  million  in  1974— but  it  remains  to 
be  seen  whether  the  money  will  be 
forthcoming  in  a  period  of  extreme 
budget  stringency.  Even  if  it  is  forth- 
coming, knowledgeable  presidents  of 
drama  and  dance  companies  talk  in 
terms  of  a  $200-million  minimum  re- 
quirement from  federal  sources,  and 
up  to  $600  million  (a  Lockheedian 
figure)  to  support  creative— rather 
than  hackneyed— arts  programs. 

"The  Met  would  like  to  be  crea- 


tive," insists  one  opera  buff,  "but  they 
don't  do  anything  but  Tosca  and  La 
Boheme.  They're  pandering  to  the 
monied,  if  you  will." 

"New  York  State  alone  gave  grants 
in  excess  of  $18  million  last  year— and 
is  openly  credited  with  saving  sever- 
al important  groups  (the  Buffalo  and 
Rochester  philharmonics  and  the  Syr- 
acuse Symphony)  from  either  cur- 
tailing their  programs  or  going  out  of 
business  entirely. 

Corporate  Patrons 

In  recent  years  there  has  been  enor- 
mous help  given  by  individual  corpo- 
rations: $500,000  from  Eastern  Air 
Lines  for  the  Met's  production  of 
Wagner's  Ring;  TWA  provided 
$250,000  worth  of  air  travel  for  the 
American  Ballet  Theater's  European 
tour.  At  the  local  level  the  corporate 
impact  is  often  greater— Coca-Cola's 
Robert  W.  Woodruff  is  the  "anony- 
mous" patron  of  the  $13-million  At- 
lanta Memorial  Arts  Center;  the  $12- 
million  Milwaukee  Performing  Arts 
Center  attracted  several  important  lo- 
cal corporations,  including  the  Jos. 
Schlitz  Brewing  Co.  The  "thank  you" 
list  of  the  Business  &  Arts  Council  of 
the  N.Y.  Board  of  Trade  this  year  in- 
cludes Abraham  &  Straus,  Alcoa, 
American  Motors,  Banco  de  Ponce, 
Lever  Bros.,  Olivetti,  Philip  Morris, 
Miller  Brewing  Co.  and  Xerox. 


*» ..  r» 


)   l--*-^  .  4pir-«i» 


The  Generation  Cap  spans  from  the  Diai 
mond  Horseshoe  of  the  traditional  arts  cen- 
ters Heft),  for  which  everyone  dresses,  fc 
such  offbeat  come-as-you-are  theaters  as  tht 
Performing  Garage  in  New  Yorfc's  South  o 
Houston  (Soho)  district.  In  the  Garage,  thi 
audience  eats  free  peanuts,  scrawls  mes 
sages  with  chalk  on  whatever  is  availabU 
and  sits  anywhere— including  next  to  the  oc 
tors.  On  stage,  the  gap  is  equally  marked 
Ballet  and  opera  buffs  know  in  advana 
what  to  expect,  or  hope  for;  in  the  Garagi 
it  could  be  anything— almost  literally,  be 
cause  the  audience  is  expected  to  pariici- 
pate.  At  the  box  office  the  difference  /.< 
equally  evident.  Tickets  for  the  opera:  $1  ~ 
for  a  good  seat;  at  the  Garage,  if  you 
haven't  any  money  and  there's  a  seat  avail- 
able, the  show  is  on  the  house.  Otherwise, 
the  top  price  is  $6.  Operating  budgets:  The 
Metropolitan  Opera,  for  example,  finds  H 
hard  to  scrape  by  on  $16  million  annually; 
the  Garage  gets  through  on  between 
$100,000  and  $200,000.  What  about  qual- 
ity?   That    depends    on     one's     generation. 
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But  none  of  this  is  enough.  Look 
at  the  problems  facing  the  most  com- 
mercially viable  of  the  performing 
arts:  Broadua\-  theater.  The  average 
Broad\va\  theater  ticket  cost  S6.26 
fi\e  years  ago.  Toda\ ,  the  average  tick- 
et price  has  worked  its  way  up  to  at 
least  S9.  One  stud\  reports  that  Tlic 
Children's  Hour  opened  on  Broad- 
way in  1934  at  a  cost  of  S6.000.  The 
revival  18  years  later  cost  S60,000. 
Toda\  ?  A  producer  must  risk 
$1.50,000  to  S200,000  in  the  opening 
of  a  play  on  Broadway,  and  he  can 
count  on  spending  $800,000  to  open 
a  musical. 

"On  toda\'s  Broadway,"  says  Rich- 
ard Schechner.  director  of  the  Perfor- 
mance Group  and  drama  professor  at 
New  York  Universit>'s  Scliool  of  the 
Arts,  "that's  not  investing,  that's  gam- 
bling." Even  Off  Broadway  is  slipping. 
It  had  97  productions  in  1970  vs.  134 
the  \ear  before.  "Even  though  there 
are  some  hits,  I  think  Broadway  and 
OH  Broadway  have  already  collapsed 
financially,"  says  Schechner. 

Old  Hat? 

\\'hat  has  happened  to  the  per- 
forming arts  can  be  described  in  busi- 
ness and  marketing  terms:  They  are 
victims  of  social  change,  of  changing 
tastes,  of  inflation  and  of  all  the  prob- 
lems facing  a  geographically  restrict- 
ed service  industr\'  serving  a  widely 
dispersed  audience.  Drama  critic 
Clive  Barnes  of  The  New  York  Times 
told  Forbes:  "I  don't  see  how  some 
companies  can  avoid  going  under  in 
the  Seventies.  Inflation  alone  has  hit 
the  performing  arts  from  two  direc- 
tions—their  own   increased   operating 


costs,  and  the  effect  of  inflation  on 
their  patrons." 

Interestingly,  the  very  trends  that 
are  causing  a  boom  in  the  graphic 
arts  are  the  very  ones  strangling  the 
performing  arts.  A  painting  or  piece 
of  sculpture  is  something  to  enjoy  in 
one's  home;  a  dispersed  audience  is 
no  problem.  The  demand  for  a  good 
painting  or  piece  of  sculpture  bene- 
fits from  inflation:  People  increasing- 
ly come  to  think  of  them  as  invest- 
ments, not  expenditures.  But  how  can 
the  memory  of  a  fine  play  or  a  moving 
concert  protect  the  audience  against 
inflation? 

Moreover,  it  is  "in"  to  collect  graph- 
ic art.  Not  so  any  more— apparently— 
with  the  performing  arts.  Time  was— 
as  recently  as  a  generation  ago— that 
when  a  college  fellow  won  a  girl,  the 
process  was  a  ritual  often  highlighted 
by  tickets  to  the  Metropolitan  Opera 
or  a  new  show  on  Broadwa)'.  There 
was  the  ritual  of  dressing  up,  of  din- 
ing out,  of  rubbing  shoulders  in  the 
lobbies  of  Carnegie  Hall  and  the  old 
Met  during  intermissions  with  giants 
of  commerce  and  industry— men  to 
whom  the  collegians  looked  up  and 
whom  they  wanted  to  emulate. 

In  those  days,  opera,  symphony  and 
drama  and  dance  were  where  it  was 
at,  at  least  for  the  college-educated. 
The  movies  and  dancing  were  enter- 
tainment, small  "e";  the  other  was 
Culture  with  a  capital  "C."  Tradition- 
al performing  arts  were  never  profit- 
able—but at  least  they  had  the  passion- 
ate support  of  a  fairly  well-heeled  and 
vocal  minority. 

Today  the  children  of  the  couple 
who   courted   at   the   Met   don't   go. 


What's  more,  they  can't  understand 
why  anyone  ever  did.  The  kids  don't 
dress;  their  courtship  reads  like  a  so- 
ciological novel.  Yes,  they  still  love 
the  performing  arts— but  tJieir  per- 
forming arts.  The  kids  opt  for  two 
tickets  to  Z  or  sit  around  in  Schech- 
ner's  Perfomiing  Garage  in  Soho, 
New  York's  latest  arty  district,  where 
you  can't  tell  the  players  from  the  au- 
dience even  with  a  scorecard.  If  it's 
music  they're  after,  the  overtones  are 
more  likely  to  be  Indian  or  African 
than  something  penned  in  Germany 
200  years  ago.  Concerts  consist  of  a 
$50,000-a-night  guitar  player  singing 
his  own  compositions. 

Nearing  the  End? 

Does  all  this  mean  that  when  scare 
headlines  talk  about  the  traditional 
arts  dying,  they  may  be  closer  to  an 
epitaph  than  they  know?  Will  irrele- 
vancy prove  far  more  deadly  than  the 
cash  bind?  Even  Joe  College  has  fi- 
nally been  compromised.  He  still  loves 
the  Met,  but  $30  for  two  tickets?  And 
that  long  haul  in  from  the  suburbs  to 
the  city  for  an  evening— only  to  get 
the  car  broken  into.  So,  for  the  first 
time  in  its  history,  the  Metropolitan 
Opera  Co.  plays  to  less  than  97%  ca- 
pacity audiences. 

The  marble-sheathed  culture  pal- 
aces are  becoming  millstones  around 
the  arts'  collective  neck.  "That  dona- 
tion of  $100,000  goes  to  paying  for  the 
air  conditioning,  the  foiuitain  and  the 
lights,  the  gla.ss  cleaning  and  the 
guards,  so  what's  left  for  perfor- 
mances?" was  one  fund-raiser's  bitter 
question. 

"Fine  performing  arts'  attendance 
may  end  up  as  a  kind  of  family  pil- 
grimage—like a  trip  to  Yosemite,"  says 
George  P.  Tuttlc,  Yale  Drama  School 
graduate  and  director  of  the  Cape 
Playhouse  School  of  Theater  on  Cape 
Cod,  Mass.  "My  wife  and  I  are  leav- 
ing this  month  for  three  weeks  of  Lon- 
don theater  on  just  that  sort  of  pil- 
grimage." Why?  "Because  theie's  no 
theater  in  New  York  to  speak  of." 
An  amateur  of  the  arts  comments  fa- 
cetiously: "Since  the  Government 
can't  come  up  with  enougli  money, 
maybe  we  fans  ought  to  be  grateful 
for  the  investment  in  the  SST.  At 
least  the  SST  will  get  us  to  London 
and  the  Continent  more  quickly." 
Quite  seriously,  the  possibility  is  very 
real  that  the  perfonning  arts,  like  oth- 
er foiTTis  of  craftsmanship,  simply  will 
die  out  in  the  U.S.  and  become  for- 
eign monopolies.  Why  does  London's 
theater  thrive  while  New  York's  lan- 
guishes? (See  box,  p.  22.) 

As  it  is,  "the  kids  don't  believe  that 
going  to  the  symphony  at  Chandler 
Pavilion  [of  the  Los  Angeles  County 
Music    Center]    has    anything   to    do 
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with  the  arts,"  explains  Robert  Corri- 
gan,  president  of  the  California  In- 
stitute of  the  Arts.  "Nor  do  I  think  any- 
one can  expect  industry  or  philan- 
thropies to  support  something  just  be- 
cause it's  there." 

It's  not  that  business  and  wealthy 
individuals  are  losing  interest.  Names 
like  Dorothy  Chandler  crop  up  in  Los 
Angeles,  Rockefeller  and  Whitney  in 


New  York,  where  heiresses  Lucia 
Chase  and  Rebekah  Harkness  have 
personally  put  their  money  where  their 
art  is.  Miss  Chase  is  a  co-founder  of 
the  American  Ballet  Theater  and  Mrs. 
Harkness  the  founder  of  the  Harkness 
Ballet.  Their  devotion  has  cost  them 
millions  of  dollars— but  obviously 
there  is  a  limit  to  even  the  largest  pri- 
vate fortunes. 


If  not  private  patrons,  then  corpora- 
tions? Though  individual  corporations 
might  make  stupendous  efforts,  indus- 
try is  being  increasingly  pressured  into 
more  urgent  social  problem-solving: 
slums,  education  and  minority-group 
hiring.  So,  too,  the  foundations. 

Government?  To  the  extent  men- 
tioned perhaps,  and  through  odd  mu- 
tations, like  the  tolls  from  the  New 


Arts:  A  View  from  the  Wings 


Keeping  the  arts  alive  keeps  a  lot  of 
people  busy  besides  the  artists.  In 
money-raising  and  other  chores, 
teachers,  scientists  and  businessmen 
find  themselves,  through  vocation  or 
avocation,  on  the  fringes  of  many  arts. 

Fiddle-playing  comedian  Jack  Ben- 
ny told  Forbes  why  he  has  spent  14 
years  giving  concerts  without  charge 
—and  raising  $5  million  to  boot— to  aid 
symphony  orchestras. 

"A  lot  of  people  come,  maybe  for 
the  first  time,  out  of  curiosity  to  see 
and  hear  me.  Perhaps  I  help  to  en- 
large the  potential  audience." 

Benny  (age  "39"),  relaxing  in  his 
agent's  Beverly  Hills  office,  smiled 
that  slow  grin  of  his:  "I'll  tell  you  why 
else  I  like  it.  It's  so  much  fun.  It's  the 
most  dignified  background  a  comedi- 
an can  have— a  great  applauding  au- 
dience—a concert  audience— you  see, 
I'm  doing  satire.  I  can  play  the  fiddle 
just  well  enough  to  do  the  satire. 
They  know  I  love  the  violin,  and  I 
actually  wish  I  could  play  it  better." 
He  looked  aside,  then  confided:  "Any- 
way, no  one  can  steal  the  material." 

Students  are  creating  their  own  ma- 
terial. In  fact,  the  two  most  rapidly 
changing  aspects  of  the  arts,  Robert 
Corrigan,  president  of  the  California 


Jack  Benny 


Robert  Corrigan 


Institute  of  the  Arts,  believes,  are  the 
students'  attitudes  and  the  role  of  the 
arts  in  society.  Of  his  students  he 
says:  "Our  kids  are  more  motivated 
toward  careers  than  most  students. 
We  had  12,000  applicants  for  2,500 
places.  We  had  two  to  one  men  over 
women  applying.  The  kids  really  feel 
they  can  understand  the  world  much 
more  through  arts  than  the  more  tra- 
ditional disciplines." 

But  Corrigan  doesn't  just  mean  the 
traditional  performing  arts.  He  ex- 
plained that  students  feel  that  the 
films  of  Jean  Luc  Godard  ( i.e.,  Week- 
end and  Stjyupathij  for  ihe  Devil)  are 
a  much  better  way  to  understand  the 
social  process  than  are  sociology 
courses.  "Or  they  feel  a  Woodstock, 
or  a  movie  like  Z,  has  a  lot  more  to 
do  with  political  processes  than  do 
political  science  courses." 

Corrigan  notices  a  marked  change 
in  the  attitude  of  industry  toward  the 
arts— not  as  patrons,  but  as  partici- 
pants. Industry  will  want  to  support 
the  arts  in  the  future,  Corrigan  main- 
tains, "not  because  it's  cultural  and 
good    for   people,    but   because   they 


really  see  the  artist  as  that  person 
opening  up  the  solutions  they  need  to 
have."  For  instance?  "Southern  Cali- 
fornia Edison  came  to  us  and  said, 
'We'd  like  to  work  out  a  problem  with 
your  design  school.  We've  got  to  send 
all  our  plants  underground.  We  don't 
know  how  people  will  work  there.'" 
What  SoCal  Edison  wanted  to  know 
was  how  people  should  dress,  what 
colors  the  plant  should  be,  how  the 
traffic  should  flow.  Corrigan  said,  "It's 
an  interesting  switch.  Where  industry 
looked  to  technology,  now  it's  looking 
to  the  artists." 

In  the  Bell  Laboratories  in  Murray 
Hill,  N.J.,  Dr.  Max  Mathews  arrived 
at   computer  music  because   he   was 


Max  Mafhews 


looking  into  ways  of  improving  the 
telephone.  Now  he  composes  for  his 
computers  (Decca  label's  Voice  of 
the  Computer)  either  on  a  key- 
board, or  with  his  violin.  "This  is  not 
putting  down  traditional  music,  we 
can  duplicate  all  the  conventional  in- 
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Jersey  Garden  State  Parkway  providing 
•8250,000  annually  to  the  parkway's 
Garden  State  Arts  Center— a  summer- 
time operation. 

Technology?  Surprisingly,  technol- 
ogy might  prove  better  at  breaching 
the  gap  than  government.  Though 
purists  may  blanch  at  the  prospect, 
pay  television,  cable  television  and 
video  cassettes  might  do  much  to  re- 


cruit support  from  a  widely  dispersed 
market  which  does  have  the  interest. 
Certainly  some  companies  are  looking 
in  that  direction.  The  Metropolitan 
Opera  has  already  allowed  a  Japa- 
nese company  to  tape  and  show— in 
Japan— its  Barber  of  Seville.  American 
Ballet  Theater  is  hoping  there  are  cas- 
settes in  its  future.  General  Electric 
Co.,  with  its  Tomorrow  Productions, 


is  looking  in  that  direction.  CBS'  Elec- 
tronic Video  Recording  President 
Robert  E.  Brockway  agrees,  "We  all 
look  to  these  millions-of-members  in- 
terest groups— including  the  perfomi- 
ing  arts— which  television  misses."  But 
he  feels  that  anyone  who  can  put  a 
date  on  when  these  things  will  hap- 
pen "is  a  dreamer." 

Said  one  network  executive:  "Sup- 


Ivan  Allen 


struments  and  sounds.  Now  we  are 
moving  into  new  instruments,  new 
computer  sounds." 

Mathews  predicts  that  in  the  Sev- 
enties the  computer  orchestra  will  be 
small  enough  and  cheap  enough  to 
give  concerts  on  a  stage.  The  visual 
enjoyment,  he  suggests,  would  cer- 
tainly be  as  attractive  and  varied  as 
watching  the  banks  of  violins  and  the 
other   instruments   at   a    regular   con- 


James  Skaggs 

of  The  American  Academy  of 

Dramatic  Arts 


cert.  "And  the  repertoire,"  says  Math- 
ews, "would  be  far  more  varied."  So 
meticulous  is  Mathews  about  his  com- 
puter sounds  that,  to  be  sure  he  had 
the  right  pitch  for  a  coinitry  music 
violin,  he  brought  in  "blue  grass"  fid- 
dler Ben  Logan,  a  fellow  liell  Labs  em- 
ployee, to  tune  the  computer. 

But  human  artists  are  not  on  the 
way  out— or  so  hopes  James  Skaggs, 
26,  and  the  many  like  him  at  New 
York's  American  Academ\'  of  Dramat- 
ic Arts.  Skaggs,  a  native  of  Santa  Bar- 
bara, Calif.,  is  a  drama  student  by 
day,  works  on  the  Academy  switch- 
board to  help  cover  tuition  fees. 
Around  New  York  City,  actors  double 
as  waiters— while  waiting  for  a  role— 
or  do  commercials  when  they  can. 

Richard  Schechner,  director  of 
New  York's  Performance  Group,  told 
Forbes:  "It's  not  me,  it's  the  Group 
that  matters,"  when  he  refused  to  be 
photographed.  But  he  was  very  will- 
ing to  talk  about  the  Group,  and  art. 
"There's  no  press  agent  or  producer 
or  stage  crew,  just  the  perfoimers  and 
a  general  manager,  administrative  di- 
rector, a  technical  director  and  a  stage 
manager.  I  feel  that  actors  should  put 
themselves  together  into  theaters  in- 
stead of  shows— and  they  should  use 
buildings  where  the  rents  aren't  so 
high.  They  should  start  cultivating 
young  audiences.  Nobody  is  turned 
away  from  here  for  lack  of  money." 

The  Performance  Group's  current 
production,  Commune,  opened  last 
month.  The  audience  and  the  actors 
intermingle  around  the  Garage.  "The 
emerging  society  is  more  participa- 
tory, so  its  art  forms  will  be  more  par- 
ticipatory too,"  said  Schechner. 

For  some,  the  participation  is  only 
financial.  Atlanta,  Ga.  joined  what's 
known  in  the  trade  as  the  "Lincoln 
Center  Syndrome"  when  it  launched 
its  culture  center  in  the  Sixties.  Ivan 
Allen,  who  was  mayor  at  the  time, 
said  that  when  Atlanta  began  chang- 
ing from  a  regional  city  to  a  national 
city  "it  had  to  begin  to  accept  the 
whole  gamut  of  responsibility  that  a 
national  city  must  provide.  Perform- 
ing arts  is  just  part  of  it." 

Mayor  Allen,  who  left  office  in 
1970,  is  brutally  frank  about  his  in- 


f  rri 


Richard  Schechner 


volvement.  "My  family  for  three  gen- 
erations has  been  intimately  involved 
with  all  the  major  efforts  in  this  city. 
My  father  was  chairman  of  the  board 
of  the  old  High  Museum  of  Art.  Not 
that  he  knew  a  damn  thing  about 
art,"  he  says,  "but  I'm  sure  some  of  it 
rubbed  off  on  him." 

Adds  Allen:  "I  don't  know  a  damn 
thing  about  music,  but  I'm  not  here 
for  that.  I'm  in  here  because  I  can 
raise  money." 

S.J.  Perelman,  who  has  himself 
since  bugged  out  for  England,  warned 
everyone  years  ago  what  was  in  store: 
"Stay  away  from  the  Muses,"  he  said, 
"it's  a  very  tough  dollar." 


S.J.  Perelman 
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Squeeze  o  horn  through  a  moog  and  the  result  is  a  "morn,"  one  of 
the  instruments  for  the  computer  concerts  of  the  future.  Not  only  are 
composers  drawing  on  traditional  instruments  programmed  into  the 
computer,  they  are  developing  beyond  that  a  whole  range  of  their  own. 


pose  there  are  5  million  ballet  en- 
thusiasts out  there.  We  couldn't  get  a 
sponsor  to  stage  Swan  Lake  for  them. 
Five  million's  not  enough.  We're  all 
looking  for  ways  to  fill  this  extra  half 
hour  of  prime  time,  but  you  won't 
see  the  performing  arts  being  slotted 
in.  Cassettes?  Pay  TV?  If  they  can 
market  it,  the  performing  arts  will  be 
a  godsend  to  them."  If  not  cassettes, 


maybe  some  fonn  of  pay  TV  or  CATV. 
There  it  all  is:  a  dwindling  audi- 
ence, soaring  costs  and  a  question- 
able relevance.  Will  the  theater  and 
symphony  and  opera  survive  in  the 
U.S.,  then,  merely  as  museums  and  liv- 
ing Williamsburgs  and  Sturbridge  Vil- 
lages? The  only  apparent  alternative 
is  electronic  delivery,  an  alternative 
that  may  see  corporations  underwrit- 


ing the  production  costs  of  perfor- 
mances to  be  taped. 

Michael  Straight,  deputy  chairman 
of  the  National  Endowment  for  the 
Arts,  explains  the  inevitable  switch  to 
electronic  perfoiTning  of  the  tradition- 
al arts  this  way:  "It's  difficult  for  the 
farmer  in  South  Dakota  to  feel  he  has 
a  stake  in  the  future  of  the  Met.  But 
American  technology  will  make  it  pos- 
sible for  him  to  sit  down  one  Satur- 
day afternoon  in  his  living  room  aiTn- 
chair  and  watch  the  Metropolitan  Op- 
era's lights  dim  for  the  Saturday  mati- 
nee. All  projected  on  his  living  room 
wall  in  full  color  and  stereo  hi-fi 
sound.  This  is  a  live  performance,  an 
event  as  opposed  to  reproduction,"  in- 
sists Straight. 

The  precedent  is  there.  For  30 
years  Texaco  has  sponsored  the  Met- 
ropolitan Opera's  matinee  radio  per- 
formance, and  for  30  years  opera  buffs 
have  spent  Saturday  afternoons  with 
their  ears  glued  to  their  radios. 

Agreed,  Nureyev  on  the  living  room 
wall  is  not  the  real  thing.  Nor  is  watch- 
ing Eugene  Ormandy  over  pay  tele- 
vision. An  EVR  tape  of  Swan  Lake 
or  Hamlet  which  Dad  gives  Mom  for 
her  birthday  for  the  family  videoplay- 
er  won't  be  the  real  thing  either.  Still, 
this  is  about  the  most  practical  way 
to  get  to  the  millions  of  Americans 
who  have  an  interest  in  the  arts  but 
who  don't— or  can't— attend. 

It's  a  strange  twist  of  fate:  If  the 
traditional  live  performing  arts  have 
a  real  future  in  the  U.S.,  it  may  well 
be  an  electronic  future.   ■ 


Making  her  Covent  Garden  debut 
in  Lucia  di  Lammermoor  during 
Christmas  week,  American  sopra- 
no Beverly  Sills  stood  on  the  Lon- 
don stage  and  faced— Americans. 
At  least  350  of  them  had  flown 
over  for  her  debut.  The  point  is 
that  Americans— thwarted  at  home 
—are  increasingly  flocking  to  Lon- 
don for  performing  arts. 

And  no  wonder.  For  the  price  of 
one  ticket  to  Company  on  Broad- 
way the  tourist  can  take  in  three 
or  four  British  theaters,  and  does. 
"Things  are  much  better  here  than 
on  Broadway,"  says  Mikyel  White, 
producer  of  Oh!  Calcutta  and 
Sleuth  in  London's  West  End.  "We 
had  a  great  year— becau.se  tourists 
will  see  five  or  six  shows  while 
they're  here."  A  survey  recently  at 
London's  Heathrow  Airport  showed 
visiting  Americans  rated  theater- 
going along  with  sightseeing  as 
their  prime  travel  interest. 

Because  London  is  so  much  more 
a  summer  tourist  town  than  New 


-London's  Bargain  Prices- 

York,  the  London  theaters  can 
count  on  a  profitable  summer  sea- 
son; New  York  theaters  can't. 

What  is  happening  is  that  the 
theater  has  become  a  kind  of  in- 
visible export  for  Britain.  Theater,  a 
handcraft  in  a  computerized  age, 
can  be  supported  more  easily  at 
Britain's  wage  rates  than  at  the 
U.S.'.  The  tourists  come  to  it.  The 
price  factor  is  simply  explained: 
The  26  shillings  for  the  best  seats 
at  Promises,  Promises  at  London's 
Prince  of  Wales  Theatre  is  only 
$3.12  to  a  visitor-but  $3.12  rep- 
resents a  couple  of  hours'  pay  (af- 
ter taxes)  to  a  middle-range  Brit- 
ish executive. 

Government  subsidy  for  the  per- 
forming arts  is  a  noncontroversial 
issue  in  Britain— it's  not  even  politi- 
cal; the  Tories  kept  a  Labour  min- 
ister as  head  of  the  government- 
funded  Arts  Council  of  Great  Brit- 
ain when  they  won  out  in  last 
year's  election. 

But    the    $28.4    million    which 


Britain  will  use  to  subsidize  arts 
this  year  does  nothing  for  the  com- 
mercial theaters  which  must— and 
do— pay  their  own  v/ay.  To  a  de- 
gree, the  British  theater  is  begin- 
ning to  fray  around  the  edges. 
There  were  40  principal  London 
theaters  before  \Vorld  War  II,  and 
there  are  40  toda\'.  But  some  of 
them  are  perilously  close  to  closing. 

Explains  producer  White:  "There 
are  distinct  indications  we  are  go- 
ing the  w  a\'  of  Broadway.  You  can 
see  the  signposts:  higher  costs  of 
production  forcing  a  rise  in  ticket 
prices.  It's  becoming  increasingly 
difficult  to  keep  a  show  going  that 
isn't  a  critical  success."  Already  the 
British  provinces  are  down  from 
around  130  theaters  two  decades 
ago  to  about  30  today. 

Even  so,  replacing  these  lost 
theaters  in  the  provinces  are  the 
subsidized  repertory  theaters,  and 
the— slightly— ailing  London  the- 
aters are  still  crowding  the  tour- 
ists in. 
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RCA  Digs  In 


Whatever  skeptics  may  say,  RCA  is  firmly  committed  to  staying  in 
computers.   The  ris/c  is  high,  but  its  strategy  is  an  interesting  one. 


CoNrPExmoN  in  the  computer  business 
is  getting  tougher  by  the  da\ .  and  the 
number  of  players  is  diminishing.  Gen- 
eral Electric  for  the  most  part  is  out. 
Even  mighty  International  Business 
Machines  Corp.  is  feehng  the  strain; 
its  operating  earnings  before  interest 
income  in  the  first  nine  months  of 
1970  slipped  1%.  Honeywell,  by  buy- 
ing GE's  computer  business,  has 
burned  its  bridges;  there  is  no  turning 
back.  Control  Data  is  in  the  red  on 
computer  operations.  Among  the 
smaller  players,  NCR  has  a  solid  base 
in  other  business  machines.  But  what 
of  RCA  Corp.? 

RCA  remains  ver\  much  in  the  pic- 
ture. It  has  poured  S4()()  million  to 
$500  million  into  the  business— the 
equivalent  of  three  years'  net  earn- 
ings. For  this  huge  ettort,  it  has 
gained  about  3^  of  the  worldwide 
computer  market,  4%  of  the  domestic 
market  and  annual  revenues  in  the 
area  of  $250  million. 

Is  the  game  worth  the  effort  and 
risk  for  RCA?  Chairman  and  President 
Robert  W.  Sarnoff  is  convinced  that  it 
IS.  He  thinks  that  his  company's  com- 
puter strategy  will  bring  it  10'^  of  the 
domestic  computer  market  by  1975, 
which  would  mean  revenues  of  per- 
haps SI  billion  and  substantial  profits. 
That's  why  he's  staying  in  the  game 
and  raising  his  bet. 

What  is  the  strategy?  And  what  are 
its  chances? 

First  of  all,  RCA  is  not  trying  to 
compete  in  the  computer  market  right 
across  the  board.  It  is,  however,  hitting 
1B.\I  head  on.  The  RCA  strategy  is  to 
compete  only  in  one  segment  of  the 
market,  but  the  fattest  one.  This  is  the 
segment  where  IBM  is  strongest  and 
uhich  most  of  the  smaller  competitors 
have  tended  to  stay  away  from.  RCA's 
machines  are  in  the  medium-price 
range  (renting  for  S6,000  to  $60,000 
a  month),  where  IBM  gets  about  80'X 
of  the  market. 

Samofi's  top  strategist  is  L.  Ed- 
ward Donegan,  42,  who  gave  up  a  job 
heading  IBM's  service  bureau  opera- 
tions to  head  RCA's  computer  opera- 
tions two  years  ago.  Ed  Donegan  puts 
it  this  way:  "We  have  a  once-in-ten- 
years  opportunity  to  get  at  IBM.  The 
traditional  customer  loyalty  to  IBM, 
which  has  been  quite  intense,  has 
begun  to  erode.  IBM  traditionally  has 
been  rigid  in  its  contract  terms,  and 
sheer  size  has  made  it  more  so. 

"We  have  two  options  if  we  want 
to  get  105f  of  the  market.  We  can  get 
a  little  out  of  the  hide  of  each  of  the 


Computer  Profits:  It's  no  easy  climb. 


other  Dwarfs,  or  we  can  get  it  out  of 
IBM's  hide.  It's  easier  for  us  to  go 
after  IBM." 

Copy  Cat 

Easier  to  go  after  IBM?  Yes,  says 
Donegan,  because  it's  easier  to  knock 
a  few  percentage  points  off  an  outfit 
that  has  80%  of  a  particular  market 
than  off  outfits  with  only  3%  or  4%. 
Thus  RCA  has  made  the  conscious  ef- 
fort of  making  its  equipment  and  soft- 
ware compatible  with  the  leader's. 
Donegan  is  telling  computer  users  that 
they  can  switch  from  IBM's  third- 
generation  360  computers  to  RCA's 
new  equipment,  with  no  undue  costs 
(for  some,  he  "guarantees"  a  low  con- 
version cost).  "If  we  weren't  com- 
patible, I  would  never  go  head-to- 
head  with  IBM,"  says  Donegan.  "We'd 
be  nuts  to  do  it." 

Donegan  then  makes  a  pitch  that 
emphasizes  the  information  storage 
capacity  of  his  machines— but  he  con- 
cedes that  he  can't  yet  match  the 
speed  of  IBM's  fastest  new  370  com- 
puters. Then  he  hits  IBM  on  price. 
"We're  trying  to  stay  about  10%  better 
in  price,"  he  says. 

"RCA  is  offering  more  memory  at 
only  a  small  increase  in  price  from  the 
360,"  Donegan  goes  on.  "You  pay  a 
big  price  increase  to  get  the  same 
memory  increase  from  IBM.  IBM  can 
do  the  same  thing  by  selling  a  370/ 
145,  but  there  would  be  no  increase 
in  IBM's  revenues.  So  they  try  to  push 
the  customer  up  to  a  faster  machine." 

Donegan  claims  a  good  deal  of  suc- 
cess so  far:  "In  a  very  sad  year  for 
the  computer  industry,  our  business 
has  been  extremely  good.  In  1970 
we  shipped  55%  more  than  we  did  in 
1969.  Our  new  orders  were  up  15% 
to  20%.  I  think  the  1970  industry  fig- 
ures will  show  that  we  had  at  least 
7%  of  the  domestic  shipments  as 
against  3.7%  in  1969." 

Impressive,  but  not  so  good  as 
RCA  predicted  earlier.  And  the  very 
fact  that  Sarnoff  and  Donegan  talk 
only  in  terms  of  domestic  shipments 
tips  off  a  weakness.  The  foreign  mar- 
ket is  growing  faster  than  the  U.S. 
market,  but  RCA's  overseas  computer 
business  is  largely  limited  to  licens- 
ing and  joint  ventures.  Donegan  con- 
cedes the  problem:  "Direct  overseas 
marketing  is  a  must.  It's  necessary  to 
write  off  development  costs  on  a 
worldwide  market  instead  of  just  a 
domestic  market.  IBM  got  about  43% 
of  its  profits  abroad  last  year."  Done- 
gan wants  more  overseas,  but  he  ob- 
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What's 
C/mmudlou  American 

doing 
TonuHTm? 

Whatever  it  is— WE'RE  doing  it  today! 

IN  MEDICINE 


Our  COMP-U-GRAM— (Computer  diagnosis 
of  electrocardiographs)  is  already  in  use 
or  ordered  for  installation  in  11  states  and 
Western  Europe  with  offices  in  Brussels 
and  Milan. 

IN  POLLUTION  CONTROL 

Our  Purogen  Ozone  System  is  busy  puri- 
fying water  with  activated  oxygen  and 
without  chemical  aid.  It's  made  and  sold  by 
our  affiliate,  Water  Treatment  Corporation, 
which  also  builds  huge  industrial  systems 
to  rid  water  of  such  pollutants  as  mercury, 
arsenic  and  many  others. 

IN  COMMUNICATIONS 
The  first  of  our  Laser  Link  Cableless  CATV 
Systems,  now  F.C.C.  authorized,  is  being 
built  for  commercial  applications. 

IN  CONSUMER  GOODS 
The  world's  first  total  modular  component 
furniture  line  is  being  completed— to  add 
to  our  already  strong  ($160  million  an- 
nually) consumer  goods  business. 

IN  AEROSPACE 

Five  new  high  temperature  and  anti- 
corrosion  coatings  for  tomorrow's  ever 
larger  jet  engines  are  on  stream.  Approved 
and  starting  in  use  by  engine  manufac- 
turers and  air  lines  the  world  over! 


'Service  Mark 


ChromaUoyAmericaiL, 

A  Corporate  Family  of  Creative  Companies 

DOING  TOMORROW'S  THING  TODAY! 


120  Broadway,  New  York  10005 
Listed  on  the  New  VoM  Stock  Exchange.  Ticker  symbol  CRO 


viously  will  have  to  hold  back  and 
watch  how  his  U.S.  risk  works  before 
moving  much  faster  abroad. 

Advantage  to  IBM 

Technologically,  most  experts  say, 
IBM's  370/145  is  superior  to  the 
RC^  6  and  7.  It  has,  among  other 
things,  a  faster  disc  drive  and  a  fast- 
er printer,  they  point  out.  But  the 
"viitual  memory"  technique  used  by 
RCA  to  expand  its  storage  capacity 
could  be  a  plus  for  a  while.  Balancing 
off  RCA's  advantages  and  disadvan- 
tages, Donegan  hopes  many  custom- 
ers will  decide  on  price. 

Donegan  has  built  an  organization 
around  three  ex-IBMers  he  hired— W. 
William  Acker,  a  financial  man,  and 
two  marketing  men,  Joseph  W.  Roo- 
ney  and  V.  Orville  Wright.  Explains 
Donegan:  "Nobody  trains  leaders  in 
this  business  better  than  IBM.  The 
IBM  people  managing  this  place 
were  not  drummed  out  of  IBM,  either. 
A  top  guy  in  the  computer  business 
has  more  leverage  than  in  any  other 
business  I've  seen.  We  put  a  new  guy 
down  in  Washington,  for  example 
[Wright],  and  he  took  our  share  of 
Federal  Government  business  from  4% 
to  20%  in  ten  months." 

Donegan  is  sure  that  RCA  won't 
fail  in  computers  for  lack  of  commit- 
ment. "Without  question,"  he  says, 
"Bob  Sarnoff  sees  the  computer  busi- 
ness as  the  future  business  for  the 
corporation.  I've  never  made  a  re- 
quest for  resources  that  I  have  not 
gotten  approved." 

Surprisingly,  Donegan  says  he'll 
know  very  shortly  if  he's  going  to 
make  Sarnotf's  1975  profit  and  mar- 
ket-share goals.  "I  would  be  disap- 
pointed if  it  didn't  become  obvious 
to  us  in  the  next  six  months,"  he  says. 
"The  lease  nature  of  the  business 
makes  revenues  a  rather  forecastable 
thing."  In  other  words,  he  thinks  he 
can  get  enough  orders  in  the  next 
half  year  to  produce  enough  lease  in- 
come a  few  years  hence  to  show  a  de- 
cent profit. 

Will  RCA  pull  a  General  Electric 
and  give  up  on  the  computer  busi- 
ness? "No  icaij"  answers  Donegan. 
"RCA  is  fundamentally  a  computer- 
oriented  company;  GE  did  not  have 
that  same  basic  orientation." 

Needed:  A  Wint^er 

So,  the  commitment  is  there;  of 
that  there  can  be  no  doubt.  Will  it 
pay  off?  Time  alone  will  tell:  RCA 
has  a  different  strategy,  but  faces  tre- 
mendous odds.  If  it  succeeds,  the 
company's  whole  technological  pos- 
tme  will  get  a  tremendous  push  for- 
ward. If  it  fails,  the  losses  could  be 
substantial,  both  in  money  and  in 
teims  of  lost  opportunity  elsewhere.  ■ 
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Moody *s  Stock  Selector  for  1971 

could  lead  you  to 

this  year's  money  makers* 

Moody's  Handbook  of  Common  Stocks 

could  help  you 
avoid  expensive  mistakes. 


This  is  Moody's  special  once-a-year  offer. 
Its  purpose  is  to  provide  you  with  specific 
recommendations,  facts  and  advice  de- 
signed to  help  you  make  more  intelligent 
investment  decisions,  to  help  you  select 
money-making  stocks,  to  help  you  avoid 
costly  errors  in  judgment.  And  to  provide 
this  help  at  a  cost  less  than  the  commis- 
sion on  your  ne.xt  market  transaction. 

85  Securities  to  buy 

.Moody's  Stock  Selector  and  Portfolio 
Cmde  for  1971  is  crammed  with  ideas  de- 
signed to  help  you  make  more  profitable 
investment  moves  now  and  in  the  months 
to  come.  In  this  report,  we  describe  85 
securities  that  merit  your  attention  right 
now.  Each  Moody's  recommendation  is 
accompanied  by  important  information  to 
help  in  your  decision-making.  And  each 
security  is  categorized  to  enable  you  to 
focus  on  those  that  apply  to  your  invest- 
ment objectives.  You'll  learn  about: 

11  better-quality  growth  stocks 
8  attractive  speculations 
8  energy  stocks 

10  depressed  stocks  with  turnaround 
potential 

1 1  stocks  to  benefit  from  consumer 
spending 

5  service  stocks  with  long-term 

potential 
10  issues  for  defensive  investment 
5  stocks  to  participate  in  building 

boom 
7  convertible  securities 
*10  bonds  for  high  income 

In  addition,  Moody's  Stock  Selector  & 
Portfolio  Guide  for  1971  contains  much 
more  information  to  assist  you  in  plan- 
ning a  more  productive  investment  pro- 
gram. There  are  three  Model  Portfolios 
containing  specific  recommended  securi- 
ties and  geared  to  different  investment 
goals:  (1)  An  Aggressive  Investment  Port- 
folio, (2)  A  Portfolio  for  Appreciation  and 
Income,  (3)  A  Portfolio  Aimed  at  High 
Current  Income.  You'll  also  find  perti- 
nent, helpful  discussions  on  the  place  of 
bonds  in  your  holdings,  the  investment 
risks  you  should  be  wary  of  and  the  op- 
portunities you  should  explore. 

By  itself,  Moody's  Stock  Selector  and 
Portfolio  Gidde  for  1971  could  make  a  vital 
difference  as  you  strive  to  increase  the 
effectiveness  of  your  investment  program. 
But  considering  the  complexity  of  the  cur- 
rent investment  scene,  the  profusion  of 
stocks  to  consider— today's  investor  also 
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Data  includes: 


Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price-Earnings 
Ratio 


Get  both  for 

the  price  of  the 

Handbook  alone 


t3»^. 


needs  the  kind  of  background  information 
and  guidance  available  in  The  Handbook 
of  Common  Slocks. 

The  Handbook  of  Common  Stocks 

Are  you  satisfied  with  the  performance  of 
the  stocks  you  now  own?  Are  there  some 
you  should  sell?  Which  should  you  keep? 
When  someone  suggests  a  "hot"  stock  to 
you,  how  can  you  determine  whether  it  is 
really  a  wise  investment  or  not?  If  you're 
an  active  investor,  you  should  have  facts 
readily  available  that  can  help  you  make 
intelligent,  informed  decisions  and  avoid 
costly  mistakes. 

Very  often,  just  a  few  minutes  with 
Moody's  Handbook  will  give  you  the  data 
you  need.  From  cover  to  cover,  the  new 
1056-page  Handbook  is  packed  with  infor- 
mation you  should  check  before  you  con- 
sider buying  or  selling  any  stock.  The  cur- 
rent edition  covers  every  common  stock 
listed  on  the  New  York  and  American 
Stock  Exchanges  at  time  of  publication, 
plus  important  unlisted  securities  as  well. 


Dividend  Payments 
Period 
Record  Date 
Payment  Date 
Last  Amount 
Average  Yield 
Price  Range 

(Recent) 

Price  Range 

(10  years) 

Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 
Over   1,000  active,  widely-held  issues  are 
covered  by  a  full   page  of  facts,  figures, 
charts   and    tables— data    which   spans    11 
years  of  corporate  history.  In  addition,  the 
vital  statistics  of  1335  stocks  are  listed  in 
tabular  form. 

Whether  it's  a  stock  you  now  own  or  one 
you  arc  considering,  once  you've  finished 
reading  about  it  in  the  Handbook,  we're 
certain  you'll  know  far  more  about  it  than 
when  you  started.  Whether  you  should  buy 
or  hold  or  switch.  And  even  if  the  Hand- 
book helps  you  make  only  one  profitable 
buy— or  steers  you  away  from  a  single 
costly  mistake-it  would  be  well  worth  its 
surprisingly  low  cost. 

Mail  tiie  coupon  today 

Get  both  Moody's  Stock  Selector  &  Port- 
folio Guide  and  Moody's  Handbook  of 
Common  Stocks  for  only  S15— the  cost  of 
the  Handbook  alone.  Mail  the  coupon  with 
your  check  right  away  and  take  advantage 
of  this  once-a-year  special  offer  from 
Moody's. 

r- 1 

MOODY'S  INVESTORS  SERVICE,  INC. 

99  Church  Street,  New  York,  N.V.  10007 

Please  send  me  Moody's  Stock  Selector 
&  Portfolio  Guide  and  iVIoody's  Handbook 
of  Common  Stocks. 

Bill  me  forSlS.OO  plus  a  nominal  amount 
lor  postage  and  handling.  If  not  com- 
pletely satisfied,  I  will  return  the  Selector 
and  the  Handbook  within  ten  days  with- 
out cost  or  obligation.  1.71 

Name 

Address 

City 


State 


Zip 


n  If  checked  here,  remittance  for  S15.00 
is  enclosed,  saving  me  postage  and 
handling  costs.  The  same  money-back 
guarantee  applies. 
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They  know  us 
in  Istanbul. 

And  you  never  even 
heard  of  us. 


There's  a  bank  in  Istanbul  called 
Uluslararasi  Endustri  VeTicaret  Bankasi  A.S. 
Marine  Midland  owns  almost  a  quarter  of  it. 
We're  one  of  two  American  banks  to  have 
aTurkish  affiliate. 

We  also  have  a  branch  office  in  London 
which  employs  70  people  and  has  deposits 
of  $500  million. 
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We  have  partner  banks  in  Paris  and 
Essen.  And  representative  offices  in  Paris, 
Frankfurt,  Madrid,  Hong  Kong, Tokyo, 
Mexico  City  and  Pananna  City. 

In  terms  of  you  and  your  business  that 
means  Eurocurrency  transactions,  and 
deposit  accounts  in  sterling  or  dollars  or 
other  currencies.  It  means  we  can  help  you 
do  business  all  over  the  world. 

And  you  never  heard  of  us.  @ 

Marine  Midland  Banlcs. 
WeVe  not  famous. 


Just  big. 
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Far  from  the  Madding  Crowd? 

That  big  corporate  fad,  quitting  metropolis  for  suburbia,  may  soon 
fade  as  more  firms  find  their  rural  Edens  are  really  for  the  birds. 


With  one  major  corporation  after  an- 
jther  abandoning  New  York  City  for 
:he  suburbs  and  the  hinterlands  (lat- 
est to  announce  impending  departure: 
[general  Telephone  &  Electronics),  is 
Manhattan  going  to  become  a  ghost 
:own  so  far  as  the  corporate  world  is 
concerned?  Far  from  it.  No  less  an 
luthority  than  David  Rockefeller, 
chairman  of  the  Chase  Manhattan 
Bank,  thinks  the  trend  may  already 
be  in  the  process  of  reversing  itself: 

"As  more  and  more  firms  move  out, 
:hey'll  discover  that  the  suburbs  are 
lot  as  ideal  as  they  first  thought.  The 
labor  market  will  grow  tighter.  The 
jpen  spaces  will  be  eliminated  by  vir- 
tue of  what  they're  building.  Compa- 
ly  presidents  will  find  that  they  are 
leading  a  much  more  insulated  and 
Isolated  life.  They  will  come  to  miss 
the  contact  with  their  peers  and  the 
excitement  of  the  cultural  and  intel- 
lectual life  of  the  city. 

"And  as  more  office  space  opens  up 
in  New  York  and  more  people  become 
ivailable  for  jobs  here,  I  think  you 
might  find  a  sudden  reversal  of  this 
trend  to  leave  the  city." 

Nor  has  it  been  all  sweetness  and 
light  for  those  corporations  who  chose 
the  green  grass  and  easy  commuting 
3ver  the  confusion  and  frustrations  of 
the  Big  City.  Consider  the  case  of 
American  Can  Co. 

Canco  spent  four  years  mo\ing 
From  Manhattan  to  suburban  Green- 
wich, Conn.,  30  miles  away.  There,  on 
180  isolated  acres  in  a  corner  of  this 
expensive  suburb,  it  has  built  a  mag- 
nificent corporate  palace.  "A  perfect 
move,"  says  Canco's  senior  vice  presi- 
dent, D.  Bruce  Wiesley,  citing  the 
plot's  proximity  to  major  highways 
ind  to  the  Westchester  County  Air- 
port. With  careful  coddling  and  lib- 
eral moving  allowances,  Canco  per- 
suaded 1,600  of  its  1,700  employees 
to  stay  with  it.  On  a  Greenwich  hill- 
side, shaded  by  trees,  sits  the  Skid- 
nore,  Owings  &  Merrill-designed  office 
building  and  executive  annex,  with  its 


private  dining  rooms  and  elevators  to 
carry  workers  to  their  cars  parked  in 
a  giant  underground  garage. 

Can  the  move,  then,  be  counted  a 
total  success?  Not  by  a  long  shot.  For 
one  thing,  suburban  costs  proved  to 
be  even  more  uncontrollable  than  ur- 
ban costs.  American  Can  had  planned 
on  spending  some  $10  million  for  its 
bucolic  setting.  The  final  cost— includ- 
ing an  elaborate  sewage  system— was 
at  least  $30  million.  This  at  a  time 
when  the  company  was  hardly  set- 
ting the  world  on  fire:  American  Can 
earned  less  than  10%  on  stockhold- 
ers' equity  last  year,  down  from  12% 
in  1967,  and  its  stock  has  been  selling 
at  its  lowest  level  since  1964. 

And  yet  the  movement  of  compa- 
nies out  of  Manhattan's  towers  has 
picked  up  in  recent  years,  as  has  been 
widely  chronicled.  Some  18  of  the  na- 
tion's 800  biggest  corporations  have 
moved  from  the  city  in  the  past  three 
years.  Relocation  experts— somewhat 
prejudiced  witnesses,  since  they  profit 
from  the  moves— say  that  50  or  so 
more  are  negotiating  to  move  or  have 
already  decided  to  leave  the  city. 
Other  big  cities  affected  include  Chi- 
cago, Detroit,  Boston  and  even  Wash- 
ington, where  there  is  now  as  much 
federal  office  space  leased  in  the  sub- 
urbs as  in  the  District  of  Colimnbia. 

Flight  from  Fear 

But  it  is  becoming  increasingly 
clear  that  in  the  flush  of  leaving  be- 
hind the  crime,  the  crowding,  the 
miserable  commuting  and  overpriced 
restaurants,  many  executives  may  not 
have  focused  thoroughly  on  the  em- 
ployee, community  and  national  prob- 
lems that  their  moves  may  produce. 

Even  on  the  surface,  the  public  re- 
lations effect  of  a  corporate  move  is 
suspect.  The  moving  company  usually 
counts  on  a  new  image  to  reflect  from 
its  sparkling,  campus-like  headquar- 
ters. Planner  J.  David  Heap,  the  man 
who  brought  Canco  to  Greenwich, 
says:  "I  wonder  how  a  fiim  can  really 


manage  well  when  it  moves  to  a  fancy 
place  so  cut  off  from  business  life." 
Adds  Charles  McCoy,  president  of  du 
Pont:  "They  ought  to  know  you  can't 
run  away  from  problems.  A  company 
can  run  into  problems  anywhere." 

"There's  a  breakdown  of  essential 
services  in  New  York,"  complains  Rob- 
ert M.  Schneider,  a  prime  aide  in 
planning  Xerox'  corporate  headquar- 
ters' move  from  Rochester,  N.Y.  to 
Stamford,  Conn.  "The  trains  don't  run 
on  time  anymore.  Secretaries  find  the 
streets  dangerous  if  they  work  late. 
And  then  there  have  been  the  bomb- 
ings in  office  buildings.  No  wonder 
they're  fleeing."  True,  but  this  raises  a 
question:  If  companies  are  moving  for 
these  reasons— and  the  evidence  is 
there  may  be  other  more  compelling 
reasons— they  are  hardly  going  to  at- 
tract the  kind  of  public  confidence 
that  John  D.  Rockefeller  did  when  he 
boldly  decided  to  build  Rockefeller 
Center  in  the  very  midst  of  the  Great 
Depression. 

Perhaps  it  is  unfair,  but  many  stock- 
holders suspect  that  companies  make 
these  expensive  moves  to  be  handier 
to  the  homes  (and  golf  courses)  of 
their  chief  executives.  "It  seems  like 
these  guys  get  together  and  say,  let's 
build  near  where  we're  used  to  living 
and  can  get  home  easily,"  says  Roger 
O'Meara,  personnel  specialist  for  the 
National  Industrial  Conference  Board. 
Donald  Kendall,  president  of  Pepsi- 
Co, has  only  to  motor  20  minutes 
from  his  home  in  Greenwich  to  the 
company's  new  headquarters  in  near- 
by Purchase,  N.Y.  Keith  Funston  and 
Gordon  Grand,  chainnan  and  presi- 
dent of  the  Olin  Corp.,  enjoy  a  sim- 
ilar commute  the  other  way  to  their 
new  campus-site  in  Stamford.  It  takes 
William  F.  May,  chairman  of  Ameri- 
can Can,  15  minutes  to  go  from  his 
home  in  Chappaqua,  N.Y.  \'ia  a  thru- 
way  to  the  new  office  in  Connecticut. 

"What's  happening,"  gripes  D.  Ken- 
neth Patton,  New  York  City's  econom- 
ic development  administrator,  "is  that 


Ah,   Suburbia!  The  rush  hour  wasn't  especially  forbidding   when  Stamford,  Conn's  High  Ridge  management  park  held  the 


semiretired  chief  executives  are  im- 
posing their  life  style  on  large  corpo- 
rations. I'm  not  sure  their  employees 
find  that  style  satisfactory.  I  think  it 
reeks  of  malfeasance."  Patton  is  un- 
derstandably bitter.  It's  his  job  to  keep 
jobs  in  New  York  City  and  every  new 
emigre  hurts.  Daily,  Patton  must  fight 
rumors,  such  as  that  Pan  .American 
will  desert  the  Pan  Am  Building,  or 
that  Te.xaco  is  about  to  follow  Shell 
Oil  Co.  to  Houston,  Te.x. 

Perhaps  Patton  is  worrying  need- 
lessly. With  the  white-collar  and  cleri- 
cal component  of  the  U.S.  work  force 
growing  much  faster  than  the  total 
work  force,  the  chances  are  excellent 
that  jobs  lost  through  the  companies 
emigrating  from  the  city  will  be  more 
than  offset  by  new  office  jobs  spon- 
taneously created  by  the  de\elopment 
of  the  economy.  As  an  indication, 
Xew  York's  Regional  Plan  Association 
figures  that  by  the  century's  end  the 
region  will  have  another  1.7  million 
office  workers  on  top  of  the  1.6  million 
now  in  the  area. 

"I  don't  think  the  city  really  needs 
to  worr> , "  says  David  L.  Birch,  a  Har- 
vard Business  School  professor  who 
has  studied  companv'  shifts.  "Actual- 
l>',  cities  are  becoming  more  popular 
as  elite  management  centers.  Despite 
the  well-publicized  moves  of  some  big 
companies,  more  and  more  medium- 
sized  and  small  managements  find 
they  must  rely  on  the  interaction  of 
the  city. "  Says  an  executive  of  a  me- 
dium-sized company  that  moved  its 
corporate  headquarters  to  Greenwich 
last  year:  "It's  pleasant  all  right,  but 
sometimes  we  wonder  if  it  isn't  too 
pleasant.  To  be  honest,  we  miss  the 
tension,  the  stimulation  of  the  city." 

Nor  are  the  suburbs  necessarily  a 
place  to  liide  from  social  problems. 
At  a  Manhattan  conference  called  re- 
cently by  a  new  nonprofit  group. 
Suburban  Action  Institute,  organiza- 
tions ranging  from  the  NAACP  to 
the  Administration's  HUD  projected  a 
new  role  for  the  mo%ing  corporation. 
It  is  to  act  as  a  spearhead  to  open  up 
suburban  housing  for  people  with 
medium  and  low  incomes. 

Their  premise  rests  on  the  fact  that 
a  company  has  an  implied  contract 
with  its  employees  on   the  terms  of 


f—  We  Shall  Overcome!— ^ 

Grandson  of  a  billionaire,  brother 
to  a  governor  and  an  ex-governor,  a 
powerful  banker  and  civic  leader 
in  his  own  right,  David  Rockefeller 
is  extremely  active  in  the  affairs  of 
New  York  City.  He  doesn't  think 
the  city  is  dying.  He  does  think 
more  must  be  done  to  make  it  liv- 
able, and  he  thinks  that  the  big 
banks,  such  as  Chase  Manhattan, 
of  which  he  is  chairman,  can  do 
more  to  make  it  so. 

How?  B\  helping  finance  more 
low-  and  middle-income  housing. 
But  first,  he  argues,  the  city's  rent 
control  laws  must  be  ended;  then, 
capital  would  flow  into  residential 
building  instead  of  almost  entirely 
into  office  buildings.  The  city 
would  be  more  livable  and  afford- 
able. Good  housing  combined  with 
the  city's  cultural  advantages 
would  make  it  irresistible. 

Maybe  it's  a  coincidence,  but 
three  companies  that  have  elected 
to  be  in  New  York  rather  than 
elsewhere  all  have  their  chief  ex- 
ecutives sitting  with  Rockefeller  on 
the  Chase  board;  Standard  Oil 
(N.J.),  Burlington  Industries,  At- 
lantic Richfield.  "There  was  no 
arm-twisting,"  Rockefeller  says. 
"We  just  like  to  feel  we  have  pro- 
gressive directors  on  our  board,  the 
kind  who  like  New  York  Citv." 


employment.  These,  the>  claim,  in- 
clude not  putting  the  company  in  a 
place  with  restrictive  zoin'ng  regula- 
tions so  harsh  that  emplovees  cannot 
live  there.  Civil-rights  backers  find 
added  support  in  the  1964  Civil  Rights 
Law.  and  federal  contract  regulations. 
Lawrence  G.  Sagei\  comisel  for  the 
American  Civil  Liberties  Union  in  New 
York,  believes  large  corporations  will 
be  willing  to  lend  their  muscle  to  open 
housing  efforts  because  they  will  want 
their  employees  nearby.  If  not,  he 
says,  "We  will  make  it  hot  for  those 
employers  who  go  to  the  submbs  and 
ignore  the  relocation  grief  they  bring 
to  their  employees."  Western  Electric 
has  already  faced  a  zoning  donny- 
brook  in  its  move  to  locate  a  manage- 


headquariers  of  only  one  major  corporaiion.  But  soon  High  Ridge  will  have  seven. 


ment  center  in  little  Bedminster,  N.J. 
RCA,  which  plans  a  corporate  center 
for  New  Canaan,  Conn.,  and  General 
Telephone  &  Electronics,  which  in- 
tends to  move  into  housing-short 
Stamford  by  1973,  may  face  both 
lawsuits  and  zoning  battles. 

The  suburban  open-housing  push 
is  growing  in  momentum.  And  it  adds 
to  the  troubles  companies-  already  face 
when  they  move  into  tlie  suburbs  be- 
cause their  cars  clog  the  highways, 
their  employees'  children  crowd  the 
schools  and  corporation  lights  shine  in 
the  eyes  of  homeowners.  "Every  com- 
munity agrees  that  having  some  in- 
dustry around  is  desirable  for  tax  and 
economic  reasons,"  notes  Robert  Stahl, 
whose  Area  Consultants  has  helped 
move  many  big  companies.  "Any 
place  that  has  aspirations  for  econom- 
ic growth  wants  business.  But  ever\- 
one  wants  that  business  someplace 
else  than  in  his  own  backyard." 

Greenwich,  where  75  companies 
have  moved  in  during  the  past  two 
years,  is  already  satiated  by  big  busi- 
ness. "The  idea  of  getting  rateables, 
companies  that  will  add  to  the  tax 
base  without  bringing  in  residents  to 
service,  is  passe  now,"  says  Green- 
wich's Heap. 

Not  that  the  exodus  is  yet  coming  to 
a  halt.  Around  New  York,  there  are 
already  signs  that  it  is  pushing  fur- 
ther out  to  places  like  Danbmy, 
Conn.,  60  miles  from  the  metropolis. 
IBM,  a  suburban  pioneer  when  it 
moved  its  headquarters  to  Westches- 
ter County  in  1964,  has  already  pur- 
chased some  700  acres  in  the  area; 
other  films  are  eyeing  sites. 

For  companies  that  obviously  need 
New  York,  the  city  may  seem  less 
overwhelming  as  it  solves  such  prob- 
lems as  commuter  transportation.  But 
other  managements  are  also  finding 
they  can  move  nearly  anywhere.  Bor- 
den, for  instance,  is  taking  all  but  its 
very  top  managers  back  to  Columbus, 
Ohio.  Boise  Cascade  likes  Boise,  Ida- 
ho, and  plans  to  stay.  And  the  city  of 
Houston  is  trying  to  diversify  away 
from  oil:  Foods,  construction  and  met- 
als firms  are  other  newcomers. 

In  the  end,  the  corporate  exodus 
from  New  York  and  other  cities  may 
have  some  very  unexpected  results. 
On  the  hopeful  side,  it  might  finally 
prod  Congress  into  doing  something 
about  the  mess  in  the  cities.  But  it 
might  merely  spread  the  problems  of 
the  cities  to  the  suburbs— which  al- 
ready are  experiencing  traffic  jams, 
soaring  taxes  and  housing  shortages. 

Or,  on  a  quite  different  scale,  as 
the  costs  and  the  controversies  mount, 
the  whole  affair  could  set  stockholders 
to  wondering  whether  all  those  cor- 
porate trappings  were  necessary  in  the 
first  place.  ■ 
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Betting  the  Odds 

Continental  Oil  seems  to  be  outgrowing  both  the  "Continental"  and  the  "Oil. 


If  it  chose  to.  New  York's  big  Con- 
tinental Oil  Corp.  could  probably 
claim  to  have  started  the  current  fash- 
ion for  eneig\'  companies— those  mas- 
sive agglomerations  of  oil,  gas,  coal 
and  uranium  properties  that  most  of 
the  U.S.'  major  oil  companies  have 
turned  into  in  recent  \ears.  But  Con- 
tinental's president,  John  G.  McLean, 
53,  doesn't  see  his  compan\'s  di\ersifi- 
cation  efforts  limited  at  all  b\  the  en- 
ergy concept. 

Says  he:  "I'd  say  our  overriding  ob- 
jective is  to  establish  a  strong  low-cost 
basic  position  in  selected  natural  re- 
sources. For  the  moment,  we  have 
those  defined  as  oil,  gas,  coal,  uranium 
and  copper.  Additionalh',  we  have  a 
position  in  phosphate  rock— the  fer- 
tilizer business— but  our  objectives 
with  regard  to  it  are  a  little  less  clear. 
That's  a  troubled  and  turbulent  indus- 
try at  the  moment.  We  may  add  to  the 
list  as  we  go  along.  But  if  we  can 
establish  ourselves  in  these  areas,  we 
will  have  assured  the  future  of  this 
corporation  to  the  end  of  the  century 
and  beyond." 

Copper,  as  McLean  readily  con- 
cedes, is  just  a  gleam  in  Continental's 
e\e.  It  has  turned  up  a  promising  cop- 
per prospect  in  Arizona,  but  whether 
the  find  will  prove  commercial  is  at 
this  point  anybody's  guess.  McLean 
clearh'  has  hopes. 

Meanwhile,  Continental  is  still 
chiefl\  an  energy  company;  oil,  gas 
and  coal  contribute  most  of  the  S145 
million  or  so  it  earns  on  $2.5  billion  in 
annual  sales.  As  the  U.S.'  ninth  largest 
oil  and  gas  producer.  Continental  has 
a  solid  base  in  the  U.S.,  which  is 
counterbalanced  by  a  somewhat  pre- 
carious one  in  Lib\a  (through  Oasis 
Oil)  and  a  fairly  comfortable  one  in 
Canada  (through  Hudson's  Bay  Oil 
&  Gas).  In  addition,  it  is  sole  proprie- 
tor of  Consolidation  Coal,  which  it  ac- 
quired in  1966  and  which  boasts 
what  ma\  be  the  world's  largest  pri- 
vateK-  held  coal  resene— equal  in  heat 
(BTU)  content  to  something  like  two- 
thirds  of  the  U.S.'  entire  liquid  petro- 
leum reserve. 

In  other  areas.  Continental  is  cur- 
rentK-  de\eloping  a  sizable  uranium 
propert\  in  Karnes  County,  Texas, 
with  a  mine  and  mill  scheduled  for 
operation  in  1972.  It  ma\-  not  have 
abandoned  its  ambitions— for  now- 
thwarted  by  the  Canadian  govern- 
ment—to acquire  Canada's  Denison 
Mines,  which  claims  the  world's  larg- 
est manium  resen'e.  In  December 
Continental  reduced  its  holdings  in 
Hudson's  Bay  Oil  &  Gas  (H-Bog.  Mc- 
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Lean  calls  it)  to  around  55%— a  move 
that  outsiders  have  suggested  (and 
McLean  has  denied)  is  preliminary  to 
a  renewed  bid  for  Denison  which 
H-Bog  unsuccessfully  attempted  to 
acquire  early  this  year.  With  Denison 
in  tow.  Continental  would  ha\e  a 
commanding  position  in  the  world's 
principal  energy  resources. 

A  Matter  of  Ar)titrust 

McLean  is  understandably  a  little 
touchy  these  da\'s.  The  Canadian  gov- 
ernment scuttled  the  Denison-H-Bog 
deal  on  the  grounds  that  Hudson's 
Bay  Oil  &  Gas  was  foreign  controlled. 
In  this  countr\%  critics  both  in  and  out 
of  Congress  have  tried  to  blame  the 
current  energ\'  shortage  on  the  fact 
that  the  oil  industi\-  controls  the  lion's 
share  of  the  U.S.'  energy  resources, 
claiming  the  oil  companies  restricted 
output  of  coal  and  manipulated  the 
market.  McLean  scoffs  at  that.  In  the 
three  years  after  Continental  acquired 
Consolidation  Coal,  for  instance,  he 
says,  it  spent  three  times  as  much  on 


Technology  has  changed  the 
rules  /n  the  exploration  game. 
Below,  a  Continental  copter 
with   a   Canadian   drilling  rig. 


expansion  as  Consolidation  itself  had 
in  the  tliree  years  previously. 

"All_  \ou  have  to  do  is  look  what 
happened  when  the  oil  companies  got 
into  the  fertilizer  business  and,  earlier, 
the  chemical  business.  The\'  created 
an  oversupply  in  an  awfully  big  hurr\' 
and  intensified  the  competitive  situa- 
tion. In  the  oil  business,  you've  got 
20  or  30  really  powerful  companies. 
They've  got  the  capital  resources,  the 
manpower,  and  they  tend  to  expand 
and  compete  in  a  powerful  way. 
When  they  go  into  any  other  field, 
they  continue  to  be  highly  competi- 
tive. They'll  do  the  same  thing  as  they 
move  into  uranium.  And  this  seems  to 
me  to  be  very  health\'  to  the  public 
interest."  Such  arguments  have  cut  no 
ice  with  either  the  Federal  Trade 
Commission  or  the  Justice  Depart- 
ment, which  belie%e  that  tliere  is  a 
problem,  and,  in  a  climate  overheated 
by  rising  fuel  prices  and  threatened 
fuel  shortages,  they  may  cut  no  ice 
with  the  politicians  either. 

Thus  McLean  intends  to  continue 
to  dixersify- both  geographically  and 
by  product— whate\er  the  problems. 
Natural  resources,  not  fuel  alone,  are 
a  logical  subject  for  Continental's  geo- 
logical and  exploration  talents.  Much 
the  same  skills  are  in\olved  in  finding 
uranium  as  in  finding  oil  and  gas,  and 
to  some  extent  copper.  So  there's  a 
sense  in  which  exploration  and  dis- 
covery are  really  Continental  Oil's 
basic  business. 

"This  is  where  a  natural  resomce 
company  really  makes  its  money— in 
the  instantaneous  creation  of  wealth, 
in  the  appreciation  of  value  that  takes 
place  when  >ou  put  dowii  an  explora- 
tor\'  well  and  disco\er  a  big  new  oil 
or  gas  field,  or  go  out  with  a  core  drill 
and  stumble  onto  a  new  uranium  or 
copper  prospect." 

Which  may  be  why  McLean  makes 
no  pretense  to  the  scientific  manage- 
ment style  so  man\  other  companies 
profess.  "We  really  don't  know  which 
of  the  areas  we're  moving  into  ofters 
the  highest  rates  of  return  in  the  long 
run.  We  can  do  the  numbers,  yes,  but 
too  many  things  come  into  play.  We 
moved  into  coal  and  uranium  more  on 
strategic  grounds.  They're  bound  to 
be  expanding  fields,  and  if  we  can  do 
our  job  effectively  and  skillfulK',  the 
odds  are  we  can  earn  a  respectable 
rate  of  return." 

Respectable?  \\"ell,  according  to 
Forbes'  Annual  Report  on  American 
industry.  Continental  over  the  past 
five  >ears  earned  o\'er  9%  on  capital 
and  11.2%  on  equity.  ■ 
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'From  Those  Wonderful  Folks  Who  Brought  You  Pearl  Harbor 

Can  Fuji  Photo  do  what  du  Pont,  Minnesota  Mining,  Agfa,  llford  and  others  have 
failed  to  do?  That  is,  undercut  Kodak's  dominance  of  the  U.S.  color  film  marliet? 

With  the  exception  of  Polaroid  and 
its  unique  system  (Forbes,  June  15, 
1969),  nobody  ever  has  been  able  to 
loosen  Eastman  Kodak's  powerful  grip 
on  the  S400-million  U.S.  amateur  col- 
or film  market.  This  market  is  so  prof- 
itable that  Kodak  enjo\  s  an  estimated 
TO*?  pretax  profit  margin  on  its  color 
still  film,  a  margin  that  probably  no 
other  major  product  line  in  an\  field 
can  match. 

Lord  knows,  everybody  has  tried  to 
muscle  in  on  Kodak.  Du  Pont.  Brit- 
ain's llford.  Agfa-Gevaert  of  Gennany 
and  Belgium.  GAF's  Ansco.  All  of 
whom  have  spent  untold  millions  to 
break  Kodak's  iron  hold. 

Minnesota  Mining  &  Manufactur- 
ing, a  master  marketer  (  Fokbes,  Sept. 
1,  1969),  has  been  at  it  for  eight  un- 
successful years,  ever  since  it  first 
bought  Rochester's  Dynacolor  Corp. 
in  1963  and  Italy's  Ferrania,  S.p.A. 
in  1964.  Three  M  is  doing  fairly  well 
in  the  amateur  photofinishing  market, 
but  its  3M  color  film  has  made  scarce- 
ly a  dent. 

Enter  the  Japanese.  Tokyo's  Fuji 
Photo  Film  Co.,  Ltd.  last  June  began 
selling  its  Fujicolor  amateur  color 
print  and  Fujichrome  color  reversal 
(or  slide)  film  jn  this  country.  What 
makes  Fuji  think  that  it  can  succeed 
where  so  many  others  have  failed— 
and  failed  so  miserably? 

David  &  Goliath 

"In  Japan,  we  have  a  parallel  to 
your  David  and  Goliath  story,"  says 
Yasuharu  Mishiro,  the  deceptively 
shy,  47-year-old  executive  vice  presi- 
dent of  Fuji's  American  subsidiary, 
Fuji  Photo  Film,  U.S.A.  "In  our  story, 
there  is  a  big,  big  fellow  named  Ben- 
kei.  He  has  a  big,  big  rice  bowl  for 
making  a  special  Japanese  holiday 
dish.  He  is  well  ahead  of  a  little,  little 
fellow,  called  Ushiwakanaru,  who  has 
a  much  smaller  bowl  and  is  making 
the  same  dish. 

"Ushi  wins  out  over  a  long  period 
of  time  by  making  a  bigger  and  bet- 
ter dish.  He  does  this  slowly  and  sure- 
ly, cooking  only  one  or  two  grains  of 
rice  over  his  fire  at  a  time.  We  cook 
slowly  like  Ushi.  We  may  have  come 
into  America  after  all  the  others.  But 
we  have  learned  from  their  mistakes." 

Patience  and  careful  planning  are 
inherent  in  Fuji's  strategy.  But  its 
"bowl"  is  not  as  small  as  Mishiro  sug- 
gests. First,  Fuji  is  a  S300-million-a- 
year  company.  Outside  the  U.S.  it 
already  stands  third  behind  first-place 
Kodak    and    second-place     Agfa     in 
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Mishiro  of  Fuji  Photo  Film 


worldwide  sales  of  photographic  film. 
Fuji  clearly  is  a  comer.  In  the  past 
four  years  it  has  had  an  annual  sales 
growth  of  24%  and  a  37%  annual 
growth  in  net  income  to  $21  million 
in  its  latest  fiscal  year  (ended  last 
Apr.  20),  whereas  Kodak,  which 
made  •'8401  million  last  year,  showed 
only  6.6%  and  4.1%  growth  in  sales 
and  earnings,  respectively. 

Before,  during  and  after  World 
War  II,  Fuji  was  and  is  still  the  larg- 
est producer  of  photographic  film  in 
its  native  Japan,  where  one  out  of  ev- 
ery four  people  owns  a  camera  and 
where  Fuji  accounts  for  three-fourths 
of  all  film  sales.  Fuji's  fully  automated 
film-making  complex  in  Ashigura  is 
considered  one  of  the  most  modern 
and  sophisticated  in  the  world. 

Photographic  film  is  only  half  of 
Fuji's  total  business.  It  also  makes 
sensitized  paper  for  photographic 
printing,  photo  chemicals,  optical 
equipment,  still  and  movie  cameras— 
you  name  it.  Even  carbonless  copying 
paper  and  magnetic  tape.  "We  are, 
as  you  say  say  in  this  country,  a  full- 
line  image-fomning  enterprise,"  says 
Mishiro  about  the  folks  back  home. 

Fuji  has  been  selling  overseas  since 
the  early  Sixties.  Its  line  of  amateur 
and  professional  photographic  equip- 
ment now  is  well  established  all  over 


Asia,  throughout  Western  Europe  and 
down  through  Central  and  South 
America.  For  the  past  decade  it  has 
been  successfully  selling  its  expanding 
Fujica  line  of  movie  and  still  cameras 
here.  Only  last  month  it  introduced  its 
latest  small,  $69.95  (suggested  list 
price)  projector,  which  looks  like  a 
small  Japanese  TV  .set  and  easily  plays 
a  regular  eight  mm  or  Super  8  mm 
film  spool  in  a  fully  lighted  room 
without  a  projection  screen.  The  new 
projector  will  also  play  Fuji's  own 
"Single  Eight"  version  of  Kodak's  Su- 
per 8  line. 

Fuji's  penetration  of  the  industrial 
photography  market  in  the  U.S.  dur- 
ing the  past  five  years  also  is  rather 
remarkable,  known  to  few  outside  the 
photo  trade.  Fuji  claims  to  have  all 
but  pushed  Agfa  out  of  third  place 
(behind  Kodak  and  du  Pont,  respec- 
tively) in  the  U.S.  X-ray  film  business 
here.  "We  are  looking  to  be  No.  Two," 
says  Mishiro,  who  points  to  Fuji's  suc- 
cess with  X-ray  film  in  other  countries. 

Fuji  is  running  hard  against  Agfa 
and  3M  but  well  behind  Kodak  in 
the  $400-million  to  $500-million  mi- 
crofilm market  in  the  U.S.  One  of  its 
biggest  and  best  customers  is  Xerox' 
University  Microfilm.  Perhaps  that  is 
not  surprising.  Fuji's  link  with  Xerox 
is  strong  in  the  Far  East.  With  Rank- 
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Xerox,  Fuji  is  a  50-50  partner  in  Fuji 
Xerox,  which  sells  Xerographic  prod- 
ucts all  over  Asia.  Fuji  Xerox'  sales 
($58.3  million  in  1969)  have  been  ris- 
ing 50%  to  70%  a  year  ever  since  the 
company  was  set  up  in  1962. 

Even  with  all  this  as  a  base  in  the 
U.S.,  Fuji  has  approached  the  Ameri- 
can amateur  color  film  market  with 
the  utmost  of  care.  "For  one  thing, 
we  did  not  just  want  to  jump  in  with 
either  a  print  color  film  or  a  slide  col- 
or film  the  way  others  did.  We  want- 
ed both,"  says  Tatsuo  Kanzaki,  an 
American-born  Japanese  who  gradu- 


"We  wanted  to  be  a  success  elsewhere 
before  coming  here,"  says  Kanzaki. 

For  three  years  Fuji  carefully  prod- 
uct-tested its  Fujichrome  color  film 
with  U.S.  technicians,  photofinishers 
and  other  influential  types  in  the  pho- 
to trade— all  this  before  entering  the 
market  here  last  year.  Its  marketing 
strategy  is  two-pronged.  First,  it  plans 
to  market  Fujichrome  color  film 
through  one  of  the  sharpest  distrib- 
utors in  the  country,  New  York-based 
Ehrenreich  Photo  Optical  Industries, 
Inc.,  a  highly  successful,  publicly  held 
firm  set  up  in  1953  to  market  premi- 


Japanese  can  laugh  now  ai  the  old  U.S.  prejudices,  such  as  that  Japa- 
nese pilofs,  because  of  Ihe  shape  of  iheir  eyes,  had  limited  peripheral  vi- 
sion. Reversing  ihe  old  v/ives'  tale,  Fuji  has  turned  it  into  an  effective  ad. 


These  eyes  can  see 
something  your  eyes  carft  see. 

These  eyes  are  Japanese  eyes. 

If  you  were  looking  at  the  world  through  Japanese  eyes  you  would 
see  colors  that  no  one  else  in  the  entire  world  could  see. 

Japanese  eyes  invented  the  world's  first  color  blindness  test. 

Japanese  eyes  are  used  on  North  Carolina  poultry  farms  to  check 
the  color  variations  of  eggshells. 

Japanese  eyes  have  perfectly  matched  the  subtle  whiteness  of 
pearls  for  centuries. 

And  now  Japanese  eyes  have  seen  and  developed  a  color  film  that 
is  as  beautiful  as  it  is  natural.  So  natural  your  pictures  will  resemble 
mirror  images  suspended  in  time. 

The  film  is  called  Fuji  film  and  in  Japan,  where  everybody  takes 
pictures  all  the  time.  Fuji  film  is  the  film  that  they  use  the  most.  Fuji  is  as 
respected  in  Japan  as  Kodak  is  resjiected  here  in  the  United  States. 

Fuji  film  is  coming  to  the  United  States.  Look  for  and  asi(  for  the 

green  Fuji  box  today   Japanese  coloriscoming  to  America. 
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ated  from  New  York  University  and  is 
Mishiro's  assistant.  "That  has  been  the 
weakness  of  others.  We  also  wanted 
our  film  to  be  completely  compatible 
with  Kodak's  photofinishing  chemis- 
try before  we  came  in.  Not  being  com- 
patible hurt  the  others.  You  might 
say  we  used  the  whole  world  as  a 
test  market  before  we  came  to  this, 
the  juiciest  market  of  all." 

Fuji's  first  steps  in  amateur  color 
film— or  first  grains  of  rice,  to  quote 
Mishiro— were  into  other  Asian  coun- 
tries, then  Western  Europe  and  finally 
Canada,  Central  and  South  America. 


um-quality  Japanese  photographic 
equipment.  (EPOI  is  the  sole  distrib- 
utor for  Nikon  cameras,  and  has  a 
pretty  good  idea  where  the  8  million 
American  owners  of  Japanese  cameras 
are.)  EPOI's  70-man  sales  force  has 
been  sweetening  the  pot  for  U.S.  deal- 
ers by  selling  them  Fujichrome  at  a 
lower  price  than  they  pay  for  Kodak 
color  film,  even  though  Fujichrome's 
list  prices  are  the  same  as  Kodak's. 
Since  last  June  Fuji  has  achieved  full 
national  distribution  among  key  cam- 
era dealers  everywhere. 

That  is  the  fjrst  grain  of  rice.  The 


second:  Camera  dealers  do  not,  by 
a  long  shot,  account  for  most  pho- 
tographic film  sold.  Mass  outlets  like 
discount  stores,  drugstores  and  super- 
markets do.  Fuji  is  after  them,  too. 
"We  are  entering  one  market  at  a 
time,"  says  Mishiro.  "We  do  not  have 
the  money  to  spend  on  advertising  the 
way  Kodak  does.  So  we  started  in  the 
Carolinas  and  Georgia  and  are  work- 
ing 6«r  way  north  into  New  England. 
Once  we  get  established  in  one  mar- 
ket, we  move  to  the  next  and  so  on." 
When  will  Fuji  be  on  the  shelves  ev- 
erywhere? "In  three  to  five  years, 
maybe  sooner,"  says  Mishiro. 

Fuji  has  hired  Madison  Avenue  ad- 
man Jerry  Delia  Femina  of  Jerry  Delia 
Femina  &  Partners  Inc.  agency.  Are 
the  Fuji  people  offended  by  Delia  Fe- 
mina's  popular  From  Those  Wonder- 
ful Folks  Who  Brought  You  Pearl 
Harbor?  Not  at  all;  they  think  it  is  a 
pretty  good  gag. 

Delia  Femina  has  come  up  with 
jazzy,  four-color  ads,  playing  up  the 
idea  that  the  Japanese  have  a  sensi- 
tivity to  color  that  no  Westerner  pos- 
sesses (see  ad).  Whether  Westerners 
will  go  for  Fuji's  color  tones  still  is  an 
open  question. 

Other  Fronts 

Meanwhile,  Fuji  plans  to  hit  Kodak 
virtually  across  the  board.  Next  year 
it  will  start  to  import  its  color  print- 
ing paper  and  sell  it  to  the  fast- 
growing  $800-million  photofinishing 
business.  "We  are  also  coming  into  the 
U.S.  with  our  magnetic  tape  next  year 
—for  stereo  and  so  forth,"  says  Mishi- 
ro. That  ought  to  interest  the  people 
at  3M  as  much  as  those  at  Kodak; 
3M  dominates  the  U.S.  tape  business. 

Similarly,  Fuji  has  a  few  plans  for 
its  heat-resistant  glass,  Heatron,  which 
it  first  began  producing  in  Japan  in 
1965.  "We  got  into  that  because  of 
our  work  in  optical  glass,"  says  Kan- 
zaki. "We  already  make  a  full  line  of 
heat-resistant  cookware."  That  should 
cheer  the  people  at  Corning  Glass, 
which  dominates  that  business  here. 
Fuji  already  is  talking  to  range  makers 
about  making  a  product  like  the  Corn- 
ing Countertop  Range. 

Kodak  and  Fuji's  other  competitors, 
actual  and  potential,  are  naturally 
concerned  because  they  have  seen 
what  the  Japanese  have  done  else- 
where. But  they  are  furious  because 
restrictive  Japanese  regulations  pre- 
vent them  from  competing  in  Japan 
as  effectively  as  Fuji  can  compete 
here.  "Competition  is  a  good  thing, 
yes?"  says  Fuji's  Mishiro.  His  U.S. 
competitors,  while  willing  enough  to 
accept  his  competition  in  their  home 
market,  wish  that  he  would  convince 
his  own  government  about  competi- 
tion being  a  good  thing.   ■ 
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The  Money  Men 


Man  on  the  Ground  Floor 


There  are  Americans,  no  doubt 
millions  of  them,  who  make  invest- 
ments on  the  basis  of  a  hunch  or 
because  they  had  a  tip  from  a 
friend  who.  .  .  .  Most  Americans 
don't  have  to  operate  this  way. 
There  is  plenty  of  sound  informa- 
tion available.  But  Europeans  often 
have  no  choice  except  to  invest  on 
hunches  and  tips. 

E\en  banks,  insurance  companies 
and  pension  funds  frequently  must 
operate  with  only  a  smattering  of 
misinfonnation  to  guide  them.  And 
this  is  ecjually  true  of  U.S.  com- 
panies plaiuiing  to  enter  the  Euro- 
pean market. 

Most  European  countries  do  not 
require  consolidated  annual  reports. 
(The  United  Kingdom  is  a  notable 
exception,  but  it  has  been  a  notable 
exception  only  since  the  passage  of 
the  Company  Act  of  1967.)  This 
enables  a  corporation  with  two  or 
three  dozen  wholly-owned  subsid- 
iaries to  keep  true  sales  figures  a 
secret  and  to  show  any  kind  of 
earnings  it  wishes  to.  The  earnings 
are  what  it  chooses  to  siphon  of! 
from  the  subsidiaries.  It  can  under- 
estimate its  true  earnings  by  15? 
or  50?  or  even  85%.  Or  else  it  can 
report  earnings  when  it's  actually 
drowning  in  red  ink  by  draining 
the  reserves  of  subsidiaries. 

Americans  who  complain  about 
the  flexibility  of  U.S.  accounting 
methods  just  don't  know  what  flexi- 
bility is.  Most  European  countries 
do  not  re(juire  corporations  to  sig- 
nify what  system  of  depreciation 
they  use,  how  they  value  inven- 
tories and  other  assets  or  whether 
they  capitalize  or  expense  research. 
In  most  of  Europe,  management's 
attitude  is:  I'm  all  right,  Jack;  the 
investor  can  go  to  hell. 

"Belgian,  Italian,  Spanish  and 
Swiss  companies  present  the  great- 
est difficulties,"  says  Marc  Alexan- 
dre. "You  really  have  to  work  to 
find  out  the  most  elementary  facts 
about  them." 

That's  Alexandre's  business,  fer- 
reting out  what  European  corpora- 
tions try  so  hard  to  conceal.  He's  a 
kind  of  Sherlock  Holmes  of  the  Eu- 
ropean business  world. 

Several  years  ago,  he  uncovered 
the  fact  that  Rhone-Poulenc,  the 
big  Frencli  rival  of  du  Pont,  was 
taking  into  parent-company  books 


only  between  25%  and  30%  of  the 
profits  of  its  subsidiaries.  In  other 
words,  its  big  subsidiaries  were 
rough!)'  four  times  as  profitable  as 
its  aiuiual  reports  showed.  He  al- 
so discovered  that  Boussois,  the 
French  glass  manufacturer,  was  tak- 
ing into  earnings  only  a  fraction  of 
the  profits  of  its  German  subsidiary. 
At  the  same  time,  he  was  able  to 
prove  that  Montecatini  Edison 
(now  called  Montedison)  was  los- 
ing, 4  billion  to  5  billion  lire  a  year 
while  reporting  earnings  of  approxi- 
mately that  much.  It  was  paying 
itself  dividends  from  subsidiary 
company  reserves. 

Alexandre  is  the  managing  direc- 
tor of  the  Union  Internationale  d'- 
Analyse  Economique  et  Financiere, 
better  know  n  as  Eurofinance,  an  or- 
ganization he  started  in  1961  when 
he  was  32  and  an  investment  ana- 
lyst for  Lazard  Freres.  A  graduate 
of  the  Institut  d'Etudes  Politiques, 
with  degrees  in  law  and  economics 
from  the  University  of  Paris  and 
further  studies  at  the  Harvard 
School  of  Public  Administration,  he 
became  disturbed  by  the  difficulties 
that  Europe's  traditional  corpora- 
tive secretiveness  put  in  his  way. 

"Despite  the  Lazard  connection," 
says  Alexandre,  "I  was  impressed 
by  how  little  we  actuallv  knew 
about  French  companies,  particu- 
larly on  a  comparative  basis  with 
other  European  concerns." 

With  help  from  the  Swiss  Credit 
Bank  of  Zurich,  Alexandre  started 
Eurofinance  in  his  apartment.  The 
bathroom  was  his  secretary's  office. 
The  mimeograph  whirred  in  the 
kitchen. 

Two  years  later  Alexandre  was 
able  to  move  into  his  present  head- 
quarters at  9  Avenue  Hoche.  By 
then,  Eurofinance  had  the  backing 
of  12  banks,  including  Mellon  Na- 
tional in  Pittsbingh,  Northern  Trust 
in  Chicago  and  Wells  Fargo  in  San 
Francisco.  The  group  has  since  ex- 
panded to  15.  All  are  shareholders 
in  Eurofinance  and  they  get  a  cut 
of  the  profits,  but  they  also  have  to 
pay  for  the  services.  All  the  Euro- 
pean banks,  except  Creditanstalt 
Bankverein  of  Vienna,  pay  $62,500 
a  year.  The  Austrian  bank  and  the 
U.S.  and  Canadian  banks  pay  only 
half  as  much,  since  they  can- 
not get  as  much  value  from   the 


Alexandre  of  Eurofinance 


services  because  of  such  exchange 
restrictions  as  the  U.S.  interest 
equalization  tax. 

Eurofinance  also  has  two  or 
three  dozen  subscribers.  They  do 
not,  like  the  banks,  own  a  share  of 
Eurofinance,  but  they  receive  its 
services.  They  are  insurance  com- 
panies, pension  funds,  family  trusts 
and  the  like.  They  pay  $37,500  a 
year.  Among  U.S.  corporations  that 
have  used  Eurofinance 's  services  on 
an  occasional  basis  are  Alcoa, 
Ford,  General  Electric,  Westing- 
house  and  Borg- Warner. 

Shareholders  and  subscribers  re- 
ceive about  250  reports  a  year  on 
leading  European  corporations. 
They  also  receive  reports  on  par- 
ticular industries,  including  esti- 
mates of  what  is  likely  to  happen 
in  those  industries  during  the  next 
three,  four  or  five  years.  And  they 
receive  general  economic  reports. 

Eurofinance  spends  $1.25  mil- 
lion a  year  on  research,  a  lot  of 
money  by  European  standards, 
where  salaries  tend  to  be  lower.  At 
9  Avenue  Hoche  there  are  15  li- 
brarians, who  keep  files  on  about 
20,000  corporations.  Eurofinance 
also  has  about  a  dozen  economists 
on  its  staff  and  25  investment  ana- 
lysts. Backing  them  up  are  about 
45  research  assistants.  Everyone  in 
the  company  is  at  least  trilingual. 
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Rockwell  Report 

by  Clark  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


Ask  most  old-line  salesmen  what  they  think  of  "value  analysis,"  and 
you'll  get  a  conditioned  reflex  that  it's  a  device  of  the  Devil  —  and  pur- 
chasing agents —  to  make  the  salesman's  life  difficult. 

So  It's  quite  a  sv^/itch  to  have  our  Municipal  and  Utility  Division's 
water  meter  sales  force  out  recommending  detailed,  in-depth  value 
analysis  to  customers  not  using  the  technique.  We  think  it's  the  kind  of 
innovative  marketing  tactic  that's  earned  Rockwell  leadership  in  this 
product  line. 

It's  far  from  being  just  a  sales  gimmick:  the  economics,  true  function 
and  operation  of  water  meters  were  studied  by  professional  engineering 
and  purchasing  groups  for  more  than  a  year  to  develop  the  value  analysis 
criteria.  In  the  most  basic  terms,  we're  helping  our  potential  customers 
see  that  they  get  their  money's  worth  in  meters.  Whether  these  utilities 
are  private,  for-profit  firms  or  tax-funded  municipal  systems,  reduced 
metering  costs  mean  money  available  for  improved  water  supply  and 
quality.  And  that's  in  the  interest  of  every  American. 


Water  mark.  Rockwell  and  its  prede- 
cessor companies  have  been  making 
water  meters  for  100  years.  As  part  of 
observing  our  own  anniversary,  we've 
helped  the  Smithsonian  Institution  as- 
semble a  historical  exhibit  of  progress 
in  the  water  industry.  The  Smithson- 
ian's collection  of  water  meters  is  be- 
lieved to  be  the  largest  ever  assembled 
and  includes  a  model  of  the  first 
usable  meter  from  1790.  And  they've 
got  one  of  the  latest,  too:  a  gold- 
plated  Rockwell  Sealed  Register  meter 
—  our  21,000,000th. 

Metals  by  pipeline.  Pipelining  is  one 
of  the  most  dependable,  low-cost 
modes  of  transportation.  So  inventive 
engineers  have  been  applying  pipeline 
thinking,  heretofore  restricted  to  liq- 
uids and  gasses,  to  solids:  first,  coal; 
more  recently,  copper.  The  technique 
used  is  to  form  a  "slurry":  finely  di- 
vided particles  of  the  solid  suspended 
in  water  or  other  liquid.  Pumped 
through  a  pipeline,  the  solid  is  ex- 
tracted at  its  destination,  in  one  slurry 
pipeline,  coal  is  being  shipped  for 
hundreds  of  miles  from  mine  source  to 
power  plant  user.  The  slurry  is  tough 
on  valves,  but  our  Valve  Division  de- 
veloped special  designs  to  withstand 
abrasion:  the  same  type  of  valves  will 
be  used  for  two  copper  slurry  pipe- 
lines. It  looks  like  slurry  pipelining  has 


a  promising  future,  and  in  it  we  see 
an  exciting  new  market  for  our  valve 
products. 


Specially  designed  Rockwell  valves  handle 
coal  slurry  in  pipeline  station. 


Curiosity  piqued?  We'll  be  delighted 
to  send  along  more  information  on 
our  approach  to  water  meter  value 
analysis:  just  write  Rockwell  Manu- 
facturing Company,  Dept. 41  7A, 
Pittsburgh,  Pa.  15208. 


Rockwell 

MANUFACTURING  COMPANY 


The  Money  Men 


"The  analysts,"  says  Alexandre, 
"are  engineers  with  economic  train- 
ing." The  electronics  analyst  for- 
merly Avorked  in  the  electronics  di- 
vision of  Siemens;  the  chemical  ana- 
lyst, in  the  chemical  division  of 
RUyal  Dutch/ Shell.  The  oil  ana- 
lyst also  worked  for  Shell. 

Investment  research  in  Europe  is 
like  investment  research  in  the  U.S., 
only  harder.  "The  process  is  like 
putting  together  a  jigsaw  puzzle 
with  a  great  many  of  the  pieces 
missing,"  says  Alexandre.  After  do- 


ing his  homework  in  the  library, 
that  analyst  will  talk  with  friends 
in  the  industry,  traveling  all  over 
Western  Europe  in  his  efforts  to 
find  the  missing  pieces,  checking 
and  cross-checking.  He'll  attempt 
to  figure  out  such  basic  things  as 
sales,  earnings,  operating  income, 
assets,  return  on  capital,  sources  of 
funds,  uses  of  funds.  He  won't  get 
the  figures  exactly  right,  of  course, 
but  "usually,"  says  Alexandre,  "he'll 
come  within  15%  or  20%." 
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Now,  the  analyst  will  call  on 
the  corporation's  executives.  "He 
won't  ask  general  questions  like 
'What  is  your  market  share?'  "  says 
Alexandre.  "He'll  say,  'Yom-  market 
share  is  such-and-such.  At  first, 
they  may  deny  it.  At  first,  the\  may 
say,  'You're  speaking  nonsense.' 
He'll  persist,  and  they'll  begin  to 
realize  he  does  know  a  great  deal 
about  them.  They  don't  want  to 
look  like  fools  or  liars.  After  maybe 
half  an  hour,  the\'ll  sa\-.  Well,  if 
>ou  knou  that  much.  .  .  .'  Then, 
The\'ll  start  talking.  It  probablv' 
will  be  a  two-way  conversation. 
The\  "11  ask  him  questions,  too." 

Eurofinance  has  branched  out  be- 
yond research.  It  offers  a  multitude 
of  services:  advice  on  long-term  in- 
vestment strategy,  for  example, 
management  of  the  investment 
portfolio  of  a  pension  fund  or 
insurance  company,  recommenda- 
tions on  particular  securities.  One 
of  its  major  activities  is  arranging 
for  mergers  and  acquisitions.  If  a 
company  is  looking  for  another  to 
ac(iuire,  Eurofinance  is  likely  to 
know  where  to  find  it.  Eurofinance 
also  can  analyze  both  companies 
and  suggest  ecjuitable  terms. 

CD.  Searle,  the  Chicago  drug 
fiiTTi,  is  one  company  that  arranged 
an  acquisition  through  Eurofi- 
nance. It  wanted  a  medium-sized 
Italian  drug  company,  with  sales 
of  $10  million  or  more,  good  man- 
agement and  good  research.  Euro- 
finance  investigated  30  to  35  pri- 
vately owned  Italian  drug  compa- 
nies, reconunended  four.  Searle 
bought  Prodotti  Antibiotica. 

Eurofinance  also  helped  Hertels- 
man,  an  integrated  German  print- 
ing and  publishing  company,  to  buy 
an  Italian  printing  company. 

With  its  European  shareholders, 
Eurofinance  has  set  up  a  Luxem- 
boiug  company,  Eurocapital,  to 
help  finance  mergers,  accjuisitions 
and  di\crsification. 

The  European  tradition  of  cor- 
porate secretiveness  is  breaking 
down.  One  reason  is  that,  as  they 
grow  larger  and  larger,  European 
corporations  are  finding  it  more  and 
more  difficult  to  finance  themselves; 
they  are  finding  it  more  and  more 
necessary  to  seek  capital  from  the 
public,  which  means  they  have  to 
let  the  public  know  more  and  more 
about  themselves.  Another  reason 
is  Eurofinance.  Marc  Alexandre  is 
on  the  ground  floor  of  what  looks 
like  a  real  growth  industry.  ■ 


What  you  want  in  a  plant  site, 
including  lower  production  costs  . . . 

Columbus,  Georgia. 

See  what  the  internationally  known 
Fantus  Company,  site  location  consul- 
tants, say  about  saving  money  by 
locating  in  Georgia. 


O.K.  tell  me  about  Columbus'  port  facili- 
ties, 4-year  college,  technical  school  with 
960  students  and  the  new  consolidated 
city-county  government.  But,  keep  my 
request  in  strict  confidence. 


ADDRESS 
CITY 

STATE  ; 

Charlea  F.  Healh  •  Economic  Development  Dept, 
Chamber  of  Commerce  •  Box  1200 
Columbus,  Georgia  31902 


Every  executive  should  have  one! 


Here's  the  camera  that's  ideal  for  the  executive  because  you  can  take  perfect  pic- 
tures anywhere,  anytime  regardless  of  the  amount  of  light  available.  Any  meeting 
where  people  can  see  each  other  has  enough  light  for  this  amazing  camera.  The 
compact  Olympus  35EC  does  it  all  automatically  and  electronically.  And  it  uses 
standard  35mm  film  so  you  can  get  enlargements  as  big  as  you  want.The  electronic 
system  is  so  sensitive  you  can  automatically  get  a  picture  from  candlelight  (without 
any  flash  attachment).  Under  $100.  See  a  demonstration  at  your  camera  dealer. 

The  OLYMPUS  35EC 

world's  smallest  electronic  35mm  camera 

Marketed  exclusively  in  the  U  S.A.by  Ponder8cBest,Inc.,t1201  West  Pico  BWd,.  Los  Angeles.  Calif.  90064 
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Onb^one  company  in  a  million 
could  find  one  car  in  two  million. 


The  railroads  had  a  problem.  In  fact, 
they  had  two  million  of  them. 

Two  million  cars  with  freight  to  be  de- 
livered all  across  North  America.  The 
problem  was  to  know  where  every  one  of 
those  cars  was  at  all  times,  so  that  they 
all  got  where  they  were  going  on  time. 

The  people  of  GTE  Information  Sys- 
tems figured  out  a  way  to  help  the  rail- 
roads keep  track  of  what's  on  the  tracks, 
making  the  best  possible  use  of  the  rail- 
roads'rolling  stock  and  freight  yards. 

It's  called  the  KarTrak "'  Automatic 
Car  Identification  System.  An  electronic 
eye  that  stands  by  the  tracks  reads  spe- 
cial labels  on  railroad  cars  as  they  roll 
by.  Labels  that  tell  cartype,  number  and 
owner.  Then  the  information  ("s  fed  in  a 
computer  so  railroads  can  keep  track  of 
which  car  is  where.  And  get  it  where  it's 
going  a  lot  faster. 

Soon  every  railroad  car  will  have  an 
identifying  label.  It  won't  be  long  before 


railroad  users  everywhere  start  feeling 
the  benefits  of  better  service  that  come 
from  better  car  control.  But  that's  only 
the  beginning.  In  other  versions  auto- 
matic identification  systems  are  already 
being  used  in  subways,  are  being  tested 
by  several  trucking  companies  and  are 
being  developed  for  use  as  total  trans- 
portation, production  line,  materials 
handlingand  other  information  and  con- 
trol systems. 

The  KarTrak  system  is  one  more 
proof  GTE  Information  Systems  is  on 
the  right  track.  It  took  a  whole  new  type 
of  system  to  help  railroads  solve  the 
problem. 

But  we  have  a  unique  balance  of 
products,  support,  and  services  that  can 
offer  everything  from  a  single  remote 
terminal  to  a  complete  facilities  man- 
agement operation. 

That's  what  makes  us  one  company  in 
amillion. 


Introducing  f?i7^  inFORmATion  sysTEms 

GTE  Information  Systems  Inc  .  Four  Corporate  Drive,  White  Plains,  NY.  10604,  a  part  of  General  Telephone  &  Electronics. 


ON 
CAPITOL  HILL 
k       IT'S ' 
FORBES  2  T0 1 
»        OVER     »> 
BUSINESSWEEK 

SAYS 
U.S.  NEWS 


When  a  1970  survey  of  a  cross 

section  of  congressmen  for 

U.  S.  News  &  World  Report  asked: 

Which  one  of  these  publications 

do  you  regard  most  highly?— 

Twice  as  many  mentioned  FORBES 

as  mentioned  Business  Week. 


5*  ^r.^V  J 


Faces  Behind  the  Figures 


Jargef,  Yes.  S//fing  Duck,  No. 

Whatever  else  it  may  be,  Ameri- 
can Telephone  &  Telegraph  Co.  is 
not  going  to  be  a  sleepy  place  the 
ne.\t  few  %ears.  This  biggest  of  all 
U.S.  companies  faces  some  mighty 
challenges  and  mighty  opportuni- 
ties. Ver%'  much  on  the  firing  line 
in  all  this  will  be  \'ice  Chairman 
John  D.  deButts,  No.  Two  man  in 
the  company  after  Chairman  Haa- 
kon I.  Romnes.  .\mong  deButts' 
direct  responsibilities  are  finance, 
rate  activity  and  relations  with 
other  carriers,  crucial  items  all  for 
AT&T's  future. 


DeButts,  55,  is  a  North  Carolin- 
ian who  like  most  top  AT&Ters  has 
spent  his  entire  working  life  with 
the  company,  starting  as  a  trafiBc 
inspector  trainee  in  1936,  directly 
out  of  the  \'irginia  Military  Insti- 
tute; he  won  the  No.  Two  spot  three 
years  ago  when  Romnes  moved  in- 
to the  top  spot.  DeButts  is  a  mild- 
mannered,  courtly  man,  but  his 
mild  manners  are  deceptive.  It  was 
deButts  who  blasted  Federal  Com- 
munications Commissioner  Nicho- 
las Johnson  and  demanded  that 
Johnson  discjualify  himself  from 
AT&T  hearings.  Nothing  personal, 
deButts  says,  calling  the  FCC  cru- 


DeBuffs  of  American  Telephone  &  Telegraph 


sader  "a  likable  man  but  biased 
against  us." 

DeButts  simply  will  not  sit  still 
for  charges  that  AT&T  has  been 
dragging  its  feet  meeting  data  net- 
work demands.  He  says:  "We  have 
over  50  different  types  of  data  sets 
to  fit  customers'  terminal  gear.  We'll 
have  a  major  nationwide  digital 
network  set  up  by  the  middle  of 
the  decade."  As  to  Picturephone, 
deButts  says  it's  sure  to  grow  rapid- 
ly; maybe  as  many  as  100,000  sets 
will  be  in  use  by  1975. 

Much  has  been  made  of  the  fact 
that  customers  now  can  connect 
non-AT&T  equipment  to  Bell  lines. 
This  is  the  result  of  the  FCC's 
Carterphone  and  related  decisions 
in  1968,  which  gave  outsiders  the 
right  to  hook  up  to  and  even 
compete  over  Bell's  long-distance 
routes.  Of  this,  deButts  says:  "An 
outside  device  comiected  to  ours 
still  makes  business  for  us.  And  if 
the  Datrans  and  MCTs  [competing 
carriers]  want  to  compete  for  busi- 
ness on  our  heavy  routes,  we  might 
go  from  average  pricing  to  route 
pricing.  Just  so  long  as  everybody 
has  the  same  ground  rules." 

DeButts'  other  big  problem  is 
the  raising  of  the  $7.7  billion  Bell 
needs  this  year  alone  for  new  con- 
struction; only  the  U.S.  Govern- 
ment has  bigger  borrowing  needs. 
It  seems  clear  that  deButts  will 
have  to  rely  mostly  on  debt,  not 
equity  financing.  AT&T  stock  still 
sells  close  to  its  lowest  price  in  a 
decade  and  not  very  far  above 
book  value  (about  $45  vs.  a  recent 
market  price  of  $49).  So  equity 
financing  would  be  too  painful  for 
stockholders.  Thus  deButts  makes 
it  clear  that  AT&T  will  use  all  the 
financial  ingenuity  it  can  muster  to 
compete  in  a  tough  marketplace 
for  long-term  funds.  His  proposed 
"baby  bonds"— in  possible  denomi- 
nations of  $100  and  up  vs.  the  nor- 
mal $1,000  for  bonds— upset  the 
savings-and-loan  outfits  becau.se 
they  are  afraid  of  Bell's  hefty  repu- 
tation among  small  savers.  Says  de- 
Butts,  budging  not  an  inch,  "The 
banks  had  better  recognize  that  this 
is  a  competitive  market." 

Sitting  there,  big  and  essential, 
AT&T  is  a  handy  target  for  anyone 
who  wants  to  criticize  big  bu.si- 
ness.  With  his  frank  rejoinders  to 
the  S&L's  and  to  Nicholas  Johnson, 
deButts  wants  to  let  his  critics 
know  that  his  company  isn't  going 
to  be  a  sitting  duck.   ■ 
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Ready  To  Go 

Samuel  A.  Casey,  new  president  of 
New  York's  Great  Northern  Ne- 
koosa  Corp.,  says  he  stumbled  into 
the  paper  industry  under  false  pre- 
tenses. "I  practiced  law  in  Chicago 
before  I  was  captured  by  the 
armed  forces  in  1942,"  he  says.  "By 
the  time  I  escaped,  I  had  forgotten 
all  the  law  I  ever  knew.  Only  the 
paper  industry  didn't  know  that,  so 
I  did  all  right."  But  there  was 
nothing  stumbling  about  Casey's  ac- 
cession to  CNN's  presidency  two 
weeks  ago.  That  was  agreed  on 
when  Casey's  Nekoosa-Edwards 
company  merged  with  Creat  North- 
ern last  spring.  The  chances  are 
that  Casey,  now  56,  will  eventually 
succeed  Peter  S.  Paine  as  chief  ex- 
ecutive as  well.  'Tt  depends,"  Casey 
says,  "on  how  the  company  and  I 
perfoiTn  in  the  interim." 

At  this  point,  Sam  Casey  looks 
like  a  shoo-in.  In  his  eight  years  as 
president,  Nekoosa-Edwards'  sales 
nearly  tripled  as  Casey  led  the 
company  into  the  merchant  paper 
business,  expanded  its  position  in 
business  and  communications  pa- 
pers (letterheads,  mimeo  and  du- 
plicating papers)  and  established 
Nekoosa  as  the  U.S.'  leading  pro- 
ducer of  computer  papers.  In  so 
doing,   Casey   stretched   Nekoosa's 


resources  to  its  limit  and  built  a 
$46-million  mill  at  Ashdown,  Ark. 
"We  had  no  alternative,"  he  says. 
"You  can't  add  200  tons  a  day  of 
paper  capacity  piecemeal."  But 
start-up  costs  were  largely  respon- 
sible for  a  25%  decline  in  earnings 
over  a  three-year  period,  and  it 
was  obvious  to  Casey  that  merger 
with  a  company  like  Great  North- 
ern (newsprint,  linerboard)  would 
provide  the  resources  necessary  in 
a  business  where,  increasingly,  ev- 
erything is  king-size. 

Casey  expects  GN's  knowhow  as 
a  volume  producer  to  help  Nekoo- 
sa expand  the  markets  for  its  more 
specialized  products,  while  Nekoo- 
sa should  be  able  to  help  GN  ex- 
pand its  production  into  higher 
grade  papers.  Last  year,  despite  a 
sluggish  second  half,  Great  North- 
ern Nekoosa— already  one  of  the 
most  successful  outfits  in  the  busi- 
ness—was continuing  to  expand.  In 
December  it  sold  some  $20  million 
in  common  stock,  both  to  finance 
a  new  $45-million  mill  in  Maine 
and  to  improve  its  debt  ratio  and 
credit  rating.  With  some  of  GNN's 
papers  expanding  at  12%  to  18% 
a  year,  Sam  Casey  and  Peter  Paine 
now  have  the  flexibility  and  finan- 
cial strength  to  take  advantage  of 
growth  in  some  of  Great  Northern 
Nekoosa's  lines.   ■ 


Casey  of 
Great  Northern  Nekoosa 


Welcome! 

While  the  U.S.  photographic 
products  industry  braces  for  a  Jap- 
anese invasion  (see  p.  35),  Wall 
Street  is  hanging  up  the  welcome 
sign  for  the  Nipponese.  Its  coffers 
awash  with  more  than  $4  billion  in 
gold,  dollars  and  other  hard  cur- 
rencies, the  Japanese  Ministry  of 
Finance  last  April  agreed  to  let 
Japanese  mutual  funds  invest  in 
U.S.  stocks.  Of  the  $100  million  au- 
thorized, only  about  $20  million  to 
$30  million  has  come  in  so  far,  but 
with  Wall  Street  perking  up,  the 
Japanese  may  start  getting  bolder. 
Masateru  Takehisa,  president  of 
the  U.S.  subsidiary  of  Daiwa  Secu- 
rities, one  of  Japan's  Big  Four  bro- 
kerage houses,  says:  "The  Japanese 
government  has  licensed  life  insur- 
ance companies  to  purchase  foreign 
securities  as  well."  How  much?  An- 
other $100  million.  "Beyond  that,  a 
few  >cars  away,  I  can  see  the  gov- 
ernment letting  individual  Japanese 
buy  U.S.  foreign  securities."  That's 


one  way  the  U.S.  can  get  back  some 
of  the  gold  it  has  lost  to  the  Japa- 
nese over  the  years  through  an  un- 
favorable balance  of  trade. 

In  their  rather  timid  buying  to 
date,  what  stocks  have  the  Japanese 
picked  up?  Mostly  blue  chips.  They 
plan  to  take  a  conservative  stand. 
Daiwa  has  taken  smallish  positions 
in  Xerox,  IBM,  Mobil  Oil,  Gulf, 
Texaco,  Sears,  Kresge.  These  stocks 
were  not  just  picked  at  random.  As 
usual,  the  Japanese  know  what 
they  are  doing:  investing  in  indus- 
tries which  Japan  lacks  or  which 
are  privately  held  there. 

"We  don't  have  strong  computer 
or  copying  companies  nor  do  we 
have  oil  companies  like  you  do," 
Takehisa  says.  "We  don't  have  re- 
tail store  cliains  or  hotel  chains  or 
toy  companies  that  are  traded." 
Daiwa  says  it  is  shunning  those  in- 
dustries where  there  are  strong 
Japanese  companies  to  buy,  not  so 
much  out  of  patriotism  as  out  of  a 
desire  to  get  belter  diversification 
in  their  overall  portfolios.   ■ 


Takehisa  of 
Daiwa  Securities 


44 


FORBES,   JANUARY    15,    1971 


Life  wifh  Father 

Roderick  MAcApTHtm  is  the  only 
son  of  self-made  multimillionaire 
John  D.  MacArthur,  and  that's  a 
tough  act  to  follow.  MacArthur  St., 
now  73,  climbed  from  poverty  to 
build  a  personal  fortune  worth  at 
least  S500  million  (Bankers  Life  & 
Casualt>  group.  Royal  National 
Bank,  Florida  real  estate— Forbes, 
Nov.  15,  1969).  Son  Rod,  at  age 
50,  is  president  of  Marquette  Life, 
a  tiny  (assets:  SL5  million)  acci- 
dent and  health  outfit  in  his  fa- 
ther's insurance  empire. 

But  don't  write  off  Rod.  Soft- 
spoken  and  subdued,  the  opposite 
of  his  salty,  colorful  father.  Rod 
knocked  around  for  years  as  a  fic- 
tion writer,  photographer  and  for- 
eign correspondent  before  going 
back  to  work  for  father— bored  and 
38  years  old.  "I  just  got  tired  of 
the  other  things,"  says  Rod.  "So  he 
gave  me  a  one-year  trial." 

The  trial  went  well.  MacArthur 
Sr.  put  Rod  in  a  tiny  bank  he 
owned.  Citizens  Bank  &  Trust  of 
Park  Ridge,  III.  Rod  proceeded  to 


MacArthur  of  Marquette  Life 


memorize  the  banking  regulations 
and  dreamed  up  a  scheme  that  is 
still  unique  in  this  country:  an  in- 
terest-bearing savings  accoimt  with 
checking  privileges  (the  trick  is 
that  the  "check"  is  really  a  loan). 
"Everybody   said   it   was   crazy  at 


first,"  Rod  recalls,  "but  my  father 
backed  me.  It  took  years  before 
the  Federal  Reserve  would  go 
along.  But  when  they  did,  we 
started  a  commotion.  Deposits  just 
poured  in.  The  bank  has  $200  mil- 
lion in  deposits  now,  of  which  $50 
million  are  those  savings  accounts. 
When  I  started,  the  whole  bank 
didn't  have  $50  million." 

MacArthur  Sr.,  who  calls  Rod 
"a  latecomer— more  an  idea  man 
than  an  operator,"  moved  him  next 
into  insurance  promotion,  then  into 
design  of  new  policies.  "I  originat- 
ed several  that  were  successful," 
says  Rod,  "including  one  to  supple- 
ment Medicare  that  we're  taking 
nationwide  right  now." 

MacArthur  Sr.  has  said  repeat- 
edly he  doesn't  like  "rich  kids."  So 
the  chances  are  that  a  foundation, 
not  Rod,  will  inherit  the  bulk  of 
the  MacArthur  empire.  If  Rod  is 
unhappy  over  that,  he  doesn't 
show  it.  "The  main  thing  I've 
learned  is  that  a  life  in  business  can 
be  very  satisfying.  I've  got  a  22- 
year-old  boy  of  my  own,  and  I 
hope  he  finds  out  what  I  did."  ■ 


Engines  of  Change 

Times  ch.\.nce,  and  so  do  articles 
of  faith.  For  at  least  two  decades 
the  accepted  wisdom  in  industry 
has  been  that  vertical  integration 
—that  is,  manufacturing  as  much  as 
possible  of  \our  parts— was  smart 
practice.  But  the  young  managers 
of  Cummins  Engine  Co.  of  Colum- 
bus, Ind.,  led  by  36-year-old  Presi- 
dent Henry  B.  Schacht,  are  cur- 
rently going  around  talking  against 
the  conventional  wisdom  and  back- 
ing their  words  with  action. 

"The  whole  concept  of  vertical 
integration  is  over,"  says  Schacht. 
"It  was  good  for  a  former  time. 
But  you  had  to  have  a  static  time 
when  the  product  did  not  change, 
so  that  \  ou  could  justify  the  invest- 
ment in  making  the  product.  You 
don't  have  the  time  anymore." 

Cummins,  the  leading  maker 
of  diesel  engines  for  heavy-duty 
trucks,  is  reducing  its  own  com- 
ponent-making operations.  It  has 
closed  an  iron  foundry  ("We  can 
buy  castings  from  Japan  cheaper 
than  we  can  make  them,"  says 
Schacht)  and  is  putting  no  new 
money  into  manufacturing  crank- 
shafts, cams  and  the  like.  "We 
don't  know  if  crankshafts  are  go- 


ing to  be  needed  ten  years  from 
now.  How  can  we  lock  ourselves 
into  a  technology  like  that?"  asks 
Schacht  rhetorically. 

Cummins  will  purchase  crank- 
shafts and  devote  its  capital  spend- 
ing to  proprietary  products,  tech- 
nology and  marketing.  Translated, 
that  means  expanding  production 
because  its  Columbus  plant  has 
been  running  seven  days  a  week  for 
over  two  years  now  and  until  last 
June  customers  were  on  allocation. 
It  means  making  sure  that  Cum- 
mins engines,  at  least,  meet  1975 
air  polhition  requirements  and  it 
means  beefing  up  Cummins'  sales 
relationships  with  trucking  com- 
panies, who  are  the  engine-maker's 
ultimate  customers. 

With  the  aid  of  data  processing 
knowledge  gained  last  year  from 
the  acquisition  of  Management  In- 
fomiation  Systems  Inc.,  Cummins 
hopes  to  offer  truckers  a  package  of 
engine  power,  maintenance  and 
costs  analysis  on  a  cents-per-mile 
basis.  That  makes  more  sense  to 
Schacht  than  tying  up  capital  in 
the  kinds  of  metal-bending  that 
anyone  can  do.  Especially  when 
capital  is  in  short  supply  and  ex- 
pensive for  everyone. 

There  were  fears  for  the  future 


of  Cummins'  business  only  six  years 
ago,  after  the  Justice  Department 
stopped  the  proposed  merger  of  it 
and  White  Motor— a  dream  of  verti- 
cal integration.  Since  then,  despite 
more  truckmakers  getting  into  en- 
gine manufacture,  Cummins  has 
held  on  to  a  commanding  45%  share 
of  the  $350-million,  heavy-duty 
diesel  engine  market.  Now  it  is  in 
the  midst  of  a  $72-mi!lion,  two- 
year  spending  program— largest  in 
its  history— with  not  a  cent  for  verti- 
cal integration.  Times  change.  ■ 


Schacht  of  Cummiris  Engirte 


FORBES,   JANUARY    15,    1971 


Faces  Behind  the  Figures 


Coa/s  fo  Newcastle 

It's  a  can  of  worms  running  a  gov- 
ernment-owned company  in  a  so- 
cialist-leaning country  like  India, 
where  red  tape  is  a  major  industiy. 
How  can  you  produce  a  fine  prod- 
uct when  every  legislator  and  bu- 
reaucrat is  looking  over  your  shoul- 
der? Generally  you  can't,  but  Dr. 
M.  Patil  has  managed  to  turn  his 
Hindustan  Machine  Tools  Ltd.,  of 
which  he  is  chairman  and  manag- 
ing director,  into  an  enterprise 
whose  products  he  feels  can  now 
compete  in  the  sophisticated  and 
toughly  competitive  U.S.  market. 
By  midyear  HMT  will  begin  ship- 
ping machine  tools,  such  as  lathes 
and  radial  drills,  to  American  Tool 
Works  of  Cincinnati,  which  will 
sell  them  in  the  U.S.  and  elsewhere 
in  the  western  hemisphere. 

How  has  Patil  managed?  Large- 
ly because  he  has  built  an  efficient 
organization  in  a  country  where  in- 
efficiency is  a  way  of  life.  HMT 
accounts  for  half  of  India's  ma- 
chine tool  production.  Thus  Patil 
swings  a  lot  of  weight  among  In- 
dia's politicians,  who,  need  him  as 
much  as  he  needs  them. 

HMT's  invasion  of  the  U.S.  mar- 
ket came  about  because  the  com- 
pany is  moving  faster  than  India's 
economy.  India's  engineering  in- 
dustries have  been  in  a  recession 
since  1966;  as  a  result,  HMT's  cur- 
rent output  of  $17  million  is  barely 
half  of  its  capacity,  and  HMT  has 
lost   money   for   three   years.   Two 


Women's  Lib, 
Corporate  Style 

You  wouldn't  call  Abigail  Mc- 
Carthy a  women's  lib  extremist,  but 
she  certainly  is  an  activist.  The  es- 
tranged wife  of  Senator  Eugene 
McCarthy,  she  belongs  to  the 
League  of  Women  Voters,  is  a 
leader  in  Church  Women  United 
and  is  one  of  three  Washington 
women  who  publish  the  Spanish 
language  weekly  El  Pcrkklico.  A 
former  public  school  and  college 
teacher  and  currently  a  college 
trustee,  she's  aware  of  the  \('ung 
and  their  aspirations. 

Last  month,  Abigail  McCarthy 
got  a  new  role:  one  of  eight  outside 
directors  of  Manhattan's  mutual 
fund-managing  Dre\fns  Corp.  (.sec 
p.  61).  Says  Nlrs.  McCarthy:  "The 
Dreyfus    people    f(>el    that    wom- 


Patil  of  Hindustan  Machine  Tools 

new  plants— paid  for  from  the  prof- 
its of  HMT's  first  factory— went  on 
stream  as  the  recession  started. 
"That  was  when  I  opened  my  eyes 
to  export,"  says  Patil. 

So  HMT  began  selling  a  few 
machines  in  Europe  and,  through 
a  Canadian  distributor,  in  the  U.S. 
But  those  machines  were  not  en- 
gineered specifically  for  the  U.S. 
market.  "We  made  the  mistake  of 
trying  to  sell  what  we  make,  not 
what  the  customer  wants,"  says  Pa- 
til. "But  U.S.  customers  are  highly 
sophisticated.  They  won't  buy  any- 


thing merely  because  it's   cheap." 

Under  the  new  arrangement 
with  American  Tool  Works  (a  $12- 
million  to  $15-million-a-year  sub- 
sidiary of  Los  Angeles-based  Wyle 
Laboratories),  HMT  is  building  a 
fine  of  basic  machine  tools  to  ATW 
standards.  The  machines  will  carry 
the  American  Tool  name,  have 
U.S. -built  electrical  equipment 
and  be  sold  by  ATW  distributors, 
among  the  best  in  the  industry. 

The  average  U.S.  machine  tool 
worker  gets  $4  an  hour  vs.  $2  for 
a  German,  $1.80  for  a  Japanese 
and  only  40  cents  for  an  HMT 
worker.  Even  though  the  HMT 
worker's  productivity  is  one-third 
that  of  his  U.S.  counterpart,  the 
price  advantage  is  still  impressive. 

Patil  doesn't  believe  low-labor- 
rate  countries  like  India  will  force 
the  U.S.  out  of  the  machine  tool 
business.  "There  should  be  a  divi- 
sion of  labor,"  he  says.  "Anything 
that  is  labor  intensive,  you  people 
in  the  U.S.  cannot  compete  with 
us.  So  the  U.S.  will  have  to  go  more 
toward  specialized  machinery." 

Over  the  next  five  years,  Patil 
hopes  to  double  HMT's  total  sales 
to  about  $33  million  and  increase 
its  sales  to  American  Tool  Works 
to  $5  million.  Reaching  the  first 
goal  shouldn't  be  too  hard,  for  In- 
dia still  imports  fully  half  of  its  ma- 
chine tools.  But  the  second  goal 
could  be  tough.  The  very  fact  that 
HMT  is  attempting  it  is  a  hopeful 
sign  in  a  countiy  where  economic 
hopefulness  is  all  too  scarce.  ■ 


en,  the  young  and  other  minorities 
are  important  segments  of  the  pop- 
ulation to  be  in  touch  with  in  or- 
der to  understand  where  things  are 
going.  The  stock  market  is  no  long- 
er a  gambling  fringe  of  business. 
It  represents  30  million  people." 

She  sees  herself  as  especially  rep- 
resenting women  on  the  Dreyfus 
board.  "The  largest  number  of 
stockholders  in  the  nation  are  wom- 
en in  die  middle-income,  middle- 
age  bracket.  Corporations  should  be 
aw  are  of  women's  interests." 

liefore  joining  the  Dreyfus 
boaicl,  Mrs.  McCarthy  wanted  to 
be  assured  that  she  would  be  more 
than  just  a  mere  figmehead.  "Cor- 
porations are  just  beginning  to  rec- 
ognize that  they  should  have  wom- 
en on  their  boards.  It  is  ridiculous 
that  there  hasn't  been  greater  rep- 
lesentation  before."  ■ 


McCarthy  of  Dreyfus  Corp. 
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Closed-End  Funds:  Lagging  behind  tfie  Trend 


\\"iTH  Stock  market  prices  back  up 
from  last  spring's  lows,  many  small 
investors  may  be  kicking  themselves 
for  not  getting  back  in  quickly  enough. 
\\'ell,  there  may  still  be  a  chance  to 
catch  the  boat.  As  the  table  below 
shows,  many  closed-end  funds  (so- 
called  because  the\  don't  issue  and 
redeem  shares  continuously  like  open- 
end  mutual  funds)  today  sell  at  wider 
discounts— or  narrower  premiums— 
from  their  underK  ing  net  asset  values 
than  they  did  last  spring. 

Standard  &  Poor's  500-stock  aver- 
age has  risen  by  25x  since  May. 
Closed-end  funds  haven't  performed 
as  well.  The  average  gain  in  net  asset 
value  is  about  20%  vs.  a  gain  in  market 
price  of  less  than  15%.  Some  funds 
show  even  greater  disparities.  Both 
Niagara  Share  and  Madison  Fund 
have  had  21%  to  22%  gains  in  net  asset 
value  since  May,  but  only  about  a  4% 
increase  in  market  price. 


Why  haven't  the  prices  of  closed- 
end  shares  come  back  as  fast  as  the 
market?  One  reason  is  that  many  of 
them  sold  at  hefty  premiums— Niagara 
24.6%  and  Madison  35.5%,  for  exam- 
ple—just before  the  market  bottomed 
last  May.  Says  Malcolm  B.  Smith, 
president  of  General  American  Inves- 
tors, "When  you  pay  a  substantial 
premium  for  a  closed-end.  you  have  to 
be  pretty  confident  that  the  underly- 
ing assets  are  going  to  keep  on  rising." 
Since  last  May  the  subsequent  re- 
evaluation  by  investors  brought  Ni- 
agara's and  Madison's  premiums  down 
to  6.7%  and  16%,  respectively. 

But  why,  then,  were  so  many 
closed-ends  still  selling  at  big  premi- 
ums when  the  market  hit  bottom? 
Says  Smith:  "The  closest  thing  to  a 
pattern  is  that  discounts  widen  or 
premiums  widen  in  a  lag  effect  be- 
hind the  direction  of  net  asset  val- 
ues."   In    short,    because    closed-ends 


are  little  publicized  and  their  price 
quotes  are  published  only  once  week- 
ly, their  prices  tend  to  change  direc- 
tion well  after  the  market. 

The  dual-purpose  funds,  a  spicier 
type  of  closed-end  that  offers  both  in- 
come and  capital  shares,  have  fol- 
lowed a  similar  course,  only  more  so. 
The  capital  shareholders  benefit  from 
the  capital  gains  of  both  capital  and 
income  shares,  while  income  share- 
holders get  the  income  from  both.  For 
capital  shareholders  this  means  more 
up  and  down  leverage.  Since  May, 
the  net  asset  value  of  the  average  dual 
fund's  capital  shares  has  risen  68.1%, 
its  market  price  only  16.6%. 

Are  the  closed-ends  ready  for  an 
upswing?  Perhaps,  if  Smith  is  right 
about  the  price  lag.  But  if  you're 
skeptical  about  history  repeating,  you 
might  conclude  that  closed-end  pre- 
miums and  discounts  have  merely 
been  made  more  realistic.  ■ 


Closed-End  Funds:  Statistical  Profile 
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Increase' 

Over 
5/22/70 


Recent 

Net 

Asset 

Value 


Increase' 

Over 
5/22/70 


Recent 
Premium 


Discount 


Premium 

or 
Discount 
5/22/70 


REGULAR  CLOSED-END  FUNDS 


$173 

i6y4-ii'/8 

$0.72 

$1.24 

Adams  Express 

141/4 

20.0% 

$14.51 

24.30/0 

-1.8% 

1.8% 

76 

49i/2-273/« 

0.00 

0.70 

American  South  African 

421/8 

1.8 

31.46 

2.0 

33.1 

37.0 

21 

32'/«-25'/8 

1.50 

2.50 

Carriers  &  General  Corp. 

30 

11.1 

37.13 

29.7 

-19.2 

-5.7 

40 

221/2-13 

1.23" 

1.45 

Central  Securities 

141/4 

6.1 

11.02 

9.1 

36.1 

58.4 

57 

133/8-    7 

0.76 

0.97 

Dominick  Fund 

8'/8 

9.2 

10.75 

24.7 

-17.4 

-5.8 

33 

21'/4-13y8 

0.70 

1.10 

Eurofund  International 

173/4 

24.6 

19.67 

11.3 

-9.8 

-19.4 

102 

283/8-16 

1.26 

1.73 

General  American  Investors 

21  y4 

24.3 

23.26 

29.6 

-6.5 

-2.5 

86 

19'/«-ll'/« 

0.96 

1.43 

International  Holdings 

13'/8 

15.6 

16.49 

15.4 

-15.9 

-16.0 

55 

12'/2-    7'/2 

1.387 

1.487 

Japan  Fund 

83/4 

4.5 

8.00 

-7.4 

9.4 

-3.1 

414 

21'/«-13y8 

1.02 

1.325 

The  Lehman  Corp. 

163/8 

16.9 

14.83 

22.7 

10.4 

15.1 

284 

263/4-14y8 

1.54 

1.99 

Madison  Fund 

163/4 

3.9 

14.44 

21.3 

16.0 

35.5 

96 

26'/8-16 

0.36 

1.64 

National  Aviation 

20 

17.6 

22.84 

6.6 

-12.4 

-20.7 

92 

203/8-13'/4 

0.725 

1.10 

Niagara  Share  Corp. 

i5y8 

4.2 

14.65 

21.7 

6.7 

24.6 

75 

223/4-14y8 

0.68 

1.53 

Petroleum  Corp  of  America 

20 

25.0 

21.27 

35.4 

-6.0 

1.8 

75 

28y8- 181/2 

0.19 

0.67t 

Standard  Shares 

211/4 

9.0 

27.48 

14.4 

-22.7 

-18.9 

125 

7     -  43/4 

0.06 

0.255 

Surveyor  Fund 

51/8 

3.7 

5.62 

22.9 

-8.7 

8.2 

554 

33'/8-21'/4 

1.82 

2.71 

Tri-Continental 

281/4 

25.6 

30.11 

25.6 

-6.2 

-6.2 

134 

121/8-  8 

0.25 

1.175 

United  Corp. 

S'/s 

-3.9 

11.14 

4.0 

-18.0 

-11.3 

140 

35     -22 

2.98 

3.84 

U.S.  &  Foreign  Securities 

33 

36.1 

34.34 

33.6 

-3.9 

-5.6 

DUAL-PURPOSE  FUNDS  (CAPITAL  SHARES) 


12 

30 

3 

17 


101/4-  61/8 

171/8-111/8 
6I/2-   23/4 

16    -  8 


American  DualVest  Fund              73/4  26.5  7.56  49.1  2.5  20.8 

Gemini  Fund  I61/4  32.7  17.99  63.8  -9.7  11.6 

Hemisphere  Fund                       3%  -7.1  2.22  158.1  46.4  307.0 

Income  &  Capital  Shares  10  8.1  11.53  33.9  -13.3  7.4 


27 
8 

40 
20 


llVz-  71/2 

6y8-  33/8 

71/2-  43/4 
301/2-191/2 


Leverage  Fund  of  Boston  lOys  30.8  13.27  69.9  —19.9  3.9 

Putnam  Duo  Fund                       4y8  12.1  5.08  57.3  -9.0  27.7 

Scudder  Duo-Vest  Fund               6  14.3  7.40  46.8  -18.9  4.2 

Scudder  Duo-Vest  Exchange  26  15.6  33.60  66.1  —22.6  11.2 


Average  for  Closed-End  Funds  13.5 

Average  for  Dual-Purpose  Funds  16.6 

Standard  &  Poor's  500  25.4 


18.3 
68.1 

25.4 


'Includes  capital  gains  distributed  during  the  period.  **Company  estimate.  fP'us  stock. 
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To  a  man  who  hopes  to  increase 

his  after- tax  resuhs  from  investments 

significantly-  in  the  next  five  years 


—  and  who  would  like  to  take  the 
first  step  now ! 

In  essence,  the  idea  presented 
here  is  that  modern  business  man- 
agement principles  might  also  be 
used  to  help  make  your  financial 
future  significantly  more  comfort- 
able, if  those  principles  are  applied 
consistently  in  managing  your 
investments. 

Actually,  this  idea  may  very  well 
be  your  idea.  That  is.  it  may  be  a 
principle  you  ha\e  had  simmering 
on  the  back  burner  for  some  time. 

Possibly  a  good  way  to  sum- 
marize this  principle  is  to  relate  a 
personal  experience  — 

Confessions  of  an  Investment  Counsel 

The  money  I  personally  have  lost 
investing  in  stocks  in  my  lifetime 
might  seem  a  small  fortune  to  some. 

However,  losing  m\  own  money 
taught  me  two  valuable  principles. 

As  a  result.  I  have  made  materi- 
ally more  in  stocks  than  I  have  lost. 
In  total.  1  am  substantially  ahead. 
I  intend  to  stay  that  way! 

My  largest  single  loss  in  a  stock 
was.  in  a  way.  responsible  for  my 
most  valuable  benefit. 

Some  years  ago  1  owned  a  stock 
whose  \alue  had  increased  to 
$48,050  from  the  SI 7.200  I  had 
paid  for  it.  At  that  time  I  then  in- 
vested $20,000  in  a  second  stock. 
Both  stocks  were  rated  "A"  quality. 

Three  years  later  I  still  owned 
both  stocks.  However,  stock  num- 
ber one  had  declined  drasticallv. 
My  $48,050  had  shrunk  to  $5,600. 
During  the  same  three-year  period, 
my  $20,000  in  stock  number  two 
had  increased  to  554.100. 

Why  This  Large  Difference? 

I  began  to  dig  for  facts.  When  they 
were  stripped  to  basics,  I  found 
they  could  be  summarized  in  these 
principles: 

(1)  Most  large  corporations  ex- 
perience superior  individual 
Growth  Phases  but  at  various 
times.  Growth  Phases  are  the 
result  of  important  change. 

(2)  Growth  Phases  may  be  iden- 
tified in  eight  specific  classifi- 
cations. 


(3)  General  market  trends  may 
accelerate  or  retard  the  stock 
of  a  corporation  in  a  Growth 
Phase,  but  corporations  in 
Growth  Phases,  do  not  depend 
on  market  trends,  they  make 
their  own. 

(,4)  All  Growth  Phases  are  tempo- 
rary! Although  some  Growth 
Phases  last  for  years,  in  the 
stocks  the  period  of  superior 
progress  often  is  preceded  and 
followed  by  long  periods  of  qui- 
escent or  negative  performance. 

Ponder  Those  Principles! 

There  is  nothing  exceptionally  pro- 
found in  those  principles.  You 
might  summarize  them  in  that  mod- 
ern business  management  observa- 
tion :  Results  are  accomplished  by 
allocating  resources  to  exploiting 
opportunities,  not  permitting  them 
to  be  tied  up  in  problems. 


In  applying  those  principles 
for  stock  investments,  we  have 
codified  some  check  points 
which  are  helpful  in  identify- 
ing, then  estimating  possible 
Growth  Phase  life  spans... 
through  stages  of  germination, 
development,  progress,  accom- 
plishment and  expiration. 

In  a  broad  way.  we  find 
Growth  Phases  of  many  stocks 
can  be  plotted  approximately 
as  shown  in  The  .Mills  "Growth 
Phase"  Curve. 


Please  Do  Not  Misunderstand 

1  do  not  imply  that  the  semi-psy- 
chological problem  of  stock  selec- 
tion and  stock  elimination  can  be 
reduced  to  a  system.  Any  seasoned 
investor  who  has  ever  tried  to 
make  money  in  stocks  by  a  system 
would  recognize  such  an  attempt 


as  nonsense.  We  are  not  talking 
about  a  system.  We  are  talking 
about  applying  business  principles 
in  trying  to  reduce  risk  and  in- 
crease net.  after-tax  results  from 
investments  in  stocks. 

If  You  Invest  S10,000  to  S500,000 

If  you  have  S 20.000  or  so  in  stocks, 
mutual  funds  or  savings,  perhaps 
you  would  like  to  have  us  manage 
half  of  your  investments  for  one 
year. .  .then  you  decide  if  you  w^ant 
us  to  do  the  whole  job. 

Or.  if  you  have  a  large  portfolio, 
test  these  principles  with  a  fifty  or 
one  hundred  thousand  dollar  por- 
tion first. 

What  does  it  cost?  Our  Personal 
Investment  Counsel  fee  ranges 
from  2^c  annually,  for  the  smallest 
account,  to  Vi  of  1  %  annually  for 
large  accounts.  (Fees  are  normally 
tax  deductible.) 

For  you  to  benefit,  all  these  prin- 
ciples have  to  do  for  you  is  2%  a 
year  better  than  you  have  been 
doing  with  your  present  plan.  Pos- 
sibly they  might  do  a  lot  better. 

To  get  comprehensive  facts  and 
determine  by  your  own  judgment 
if  this  plan  is  for  you  . . .  request  a 
complimentary  copy  of  our  48- 
page  booklet. 


iMansfield  Mills  Inc. 

Personal  Imeslmenl  Counsel 

Investment  Adviser  Since  193S 

"91SI\anhoe  Avenue, (P.O.  Box  351) 

Dert  --IF,  UJolla, California  92037 


Please  send  me  a 
comp!imentar>'  copy 
of  your  4S-page  book, 
which  describes  your 
t*o  basic  principles 
of  personal 
investment  counsel. 


Q  1  depend  upon  investments  for  some 

income. 
Q  Capital  gains  are  my  main  objective. 

Njmc. 


Address_ 

C.t) 

Slate 
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The  Forbes  Index 


80 
75 


preliminary 


femannTEtsifsmrcneiWisiairaramimr 
m  National  Bu'fau  o>  Scoffomc  Research 


Composed  ol  (he  following 
Production 

•  Ho*  much  are  we  pfoducing'  {Federal  Re- 
serve Board  Index  ol  industrial  Produclioni 

•  What  volume  ot  hard  goods  are  we  ordering'' 
iDepI  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories ) 

•  How  intensively  are  we  building'  lOept   ol 


Commerce  privately  owned  housing  starts) 
Cortsumption 

•  How  much  are  people  spending?  (Depl.  oi 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services''  (Dept.  ol  Commerce 


OCT 137.2 

NOV 136.3 

DEC 134.5 

JAN 132.4 

FEB 130.9 

MAR 129.0 

APR 127.8 

MAY    126.1 

JUNE  125.8 

JULY  127.2 

AUG 126.4 

SEPT 125.4 

OCT 121.8 

NOV.  (prel.)     123.1 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personci  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  of(?  (U.  S. 
Depl   ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


An  Improving  Economy— &  Market 


About  the  biggest  thing  right  now  i.s 
that  the  economy  has  begun  to  im- 
prove after  more  than  a  mild  down- 
trend in  1970.  Borrowed  money  is 
cheaper  and  more  available.  Corpo- 
rate earnings  touched  bottom  in  the 
December  quarter  and  now  are  rising. 
The  Federal  Reserve  Board  index  of 
production  at  last  is  going  up  rather 
than  down.  Labor  productivity  has 
improved,  and,  strangely  enough,  that 
e.\plains  why  the  unemployment  sta- 
tistics still  are  going  in  the  wrong 
direction;  employers  are  using  labor 
more  efficiently  and  have  eliminated 
marginal  people.  One  estimate  is  that 
16,500  financial  district  employees 
have  lost  their  jobs— and  that's  not 
due  to  mechanization. 

The  Street  feels  better.  It  is  not  so 
worried  about  the  solvency  of  a  few 
large  houses.  Many  firms  which  have 
been  losing  money  are  back  in  the 
black.  The  longest  bear  market  in 
bonds  in  history  apparently  is  over. 
Stocks  have  moved  decisively  away 
from  their  May  lows,  but  late  in  1970 
probably  went  up  too  fast  too  soon. 

This  column,  of  course,  is  interested 
in  the  stock  market.  The  fundamental 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


here  is  supply  and  demand.  Oversim- 
plified, there's  no  longer  a  .shortage 
of  shares,  and  the  supply  of  shares  is 
increasing.  Furthermore,  in  both  in- 
stitutional and  personal  accoimts, 
bonds  are  offering  more  competition 
to 'Stocks  than  for  generations.  This 
is  not  a  stock  market  which  is  likely 
to  run  away.  We  are  not  going  back 
into  what  we  came  out  of  in  1969. 
Nor  are  we  going  back  to  the  experi- 
ences of  the  first  five  months  of  1970. 

rfie  Powerful  Pension  Funds 

David  L.  Babson,  of  the  Boston  in- 
vestment counsel  firm  which  bears  his 
name,  recently  published  a  brief  study 
of  the  problems  of  big  uninsured  pen- 
sion fund  investing.  After  pointing 
out  that  private  pension  funds  are  by 
far  the  biggest  buyers  and  holders  of 
stocks  and  bonds  and  have  a  greater 
impact  on  financial  markets  today  than 
all  other  types  of  institutional  investors 
combined  (much  bigger  and  more  im- 
portant than  mutual  funds),  Babson 
calls  attention  to  some  important 
trends  in  the  private  pension  area. 

First,  pensions  are  costing  corpora- 
tions a  higher  percentage  of  net  earn- 
ings all  the  time;  second,  tough  union 
attitudes  are  forcing  costlier  and  cost- 


lier benefits;  third,  a  less  favorable 
capital  gains  experience  may  force 
pension  funds  to  budget  a  lower  rate 
of  return  on  investments  and  therefore 
make  large  corporate  contributions  un- 
avoidable; and  finally,  new  legislation 
may  eliminate  the  hard  times  "escape 
clauses"  regarding  benefits. 

According  to  Securities  &  Exchange 
Commission  statistics,  cash  purcha,ses 
of  secinities  by  private  pension  funds 
in  1969  amounted  to  $5.4  billion 
against  $1.9  billion  as  lecently  as 
1960;  and  1969  investment  purchases 
of  mutual  funds  were  $2.4  billion,  or 
only  about  46%  as  large  as  buying  by 
private  pension  funds. 

Many  pension  funds  have  been 
"performance  .seekers,"  dividing  up  the 
management  of  their  assets  among 
three  or  more  banks  with  the  implied 
assurance  that"  the  bank  which  does 
best  would  get  more  money  and  the 
bank  which  does  poorest  would  get 
less.  This  has  not  worked  out  as  well 
as  expected,  and  there  now  seems  to 
be  a  change  in  philosophy.  Funds  as 
big  as  most  of  these  pension  funds 
can  hardly  expect  to  do  much  better 
than  the  market,  except  by  accident. 
Funds  as  large  as  this  must  be  in- 
vested in  stocks  and  bonds  which  rep- 
resent the  whole  economy,  and  which 
will  do  just  about  as  well  or  as  badly 
as  the  economy  as  a  whole. 

In  my  opinion,  the  flow  of  new  pen- 
sion fund  money  henceforth  is  likely 
to  be  into  somewhat  more  conserva- 
tive securities,  although  there  will  con- 
tinue to  be  some  fringe  investing  in 
speculative  hoped-for  performance 
items.  I  think  it  is  a  good  guess  that 
there  will  be  more  emphasis  on  bonds, 
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isi?z!narof 
he  Bull? 


the 


Many  investors  doubt  a  bull  market  (or  slock  prices 
in  1971.  In  our  view,  the  real  question  is  not  IF  — 
but  how  big!  Our  special  Neiv  Year  Report  reviews 
not  what  to  do  for  alt  of  1971  —  that  would  be  im- 
possible. What  is  presented  is  a  review  of  key  mar- 
ket indicators  we  believe  should  be  watched  as  the 
year  unfolds  —  not  only  to  gauge  the  potential  dura- 
tion of  a  bull  revival,  but  also  to  gear  decisions  to 
the  greatest  of  all  investment  forces,  —  the  market 
trend. 

Special  Bonus  New  Year  Report 

We  are  now  offering  this  once-a-year  report, 
along  with  a  five-week  trial  subscription  to  the  IR 
REPORTS.  The  special  report  analyzes  big  industry 
trends  that  have  recently  emerged  and  points  out 
individual  stocks  within  industries  which  appear 
ready  for  prime  participation  in  the  market  of  1971. 
Act  now,  this  n/fer  is  limitedt 

Send  for  our  Special  Bonus  New  Year  Report 
and  also  receive  our  Market  Analysis  Report  with 
buy  recommendations  as  well  as  weekly  ratings  on 
over  600  stocks  in  50  key  groups.  Send  just  $1  for 
your  trial  5-week  subscription  plus  bonus. 

,         Investors  Research  Reports 

W\  _  nppt    F-l,  924  Laguna  St. 

Santa  Barbara,  Calif.  93102 
Please  mail  my  bonus  guide  and  trial  subscrip- 
tion. I  enclose  $1.00. 


(Tins  Oiler  gooJ  ro  fir 


Learn  how  you  can 


rNVEST 
RfTIRE 
MEXICO 


New  18  chapter  Guide  shows  how  you  can 
share  in  Mexico's  booming  economy . . . 
where  stocks  pay  dividends  averaging  7% 
with  growth. . .  and  where  you  can  earn  12% 
income  on  bank  deposits.  Ibis  eye-opening 
Guide  pinpoints  many  opportunities  for  profit 
and  good  low-cost  living  in  a  land  of  perma- 


Price:  U.S.  $  3.50  postpaid.  Check  to: 

Carl  D.  Ross,  dept.  fb-4 

Reforma  336    Mexico  6,  D.  F. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Members  New  York  Stock  Eictiange 

and  oilier  teadinc  Exctianges 

120  Broadway,  New  York,  N.  Y.  lOOOS 


mucli  more  emptiasis  on  blue-chip 
stocks  and  much  less  emphasis  on 
high-risk  venture  issues.  With  the  pen- 
sion funds  about  twice  as  important 
as  the  mutual  funds,  and  growing 
faster  than  the  mutuals,  what  they  do 
is  bound  to  be  a  major  financial  mar- 
ket influence. 

The  mutual  funds  must  report  what 
they  are  doing,  but  the  uninsured 
pension  funds  are  under  no  such  obli- 
gation. There's  no  question,  however, 
that  mutuals  turn  over  their  owner- 
ship more  rapidly  than  the  pensions. 

Those  who  want  to  invest  logically 
in  an  inflationary  period  should  have 
a  prejudice  in  favor  of  physical  assets 
in  the  ground  (mines  and  oils),  con- 
sumer industry  and  service  industry 
companies,  retailers  and  life  insurance 
companies.  Whether  stocks  of  this 
type  actually  will  behave  any  better 
than  others  over  short  periods  is  a 
moot  question,  but  in  the  long  run  the 
logic  should  count.  Surely,  if  Wash- 
ington intends  to  stimulate  business 
by  fresh  infusions  of  credit,  inflation  is 
likely  to  continue— even  if  at  a  slightly 
lower  rate. 

This  hedge-against-inflation  argu- 
ment makes  stocks  like  the  following 
worth  considering  for  the  pull:  Stan- 
dard Oil  of  NJ.  (72),  Standard  Oil 
of  California  (53),  Gulf  Oil  (31), 
Texaco  (34),  Superior  Oil  (175), 
Kerr-McGee  (105),  American  Smelt- 
ing (27),  Anaconda  (21),  Kennecott 
(38),  Phelps  Dodge  (38),  Copper 
Range  (29),  Newmont  (26),  Texas 
Gulf  Stdphur  (16),  Freeport  Sulphur 
(17),  McCulloch  Oil  (37),  General 
Development  (27),  Sears,  Roebuck 
(75),  Great  Atlantic  &  Pacific  (27), 
Procter  &  Gamble  (57),  Lincoln  Na- 
tional (67).  In  naming  these  stocks, 
we  are  thinking  in  terms  of  examples 
rather  than  trying  to  "tip"  the  pur- 
chase of  any  one  of  them. 

Take  a  Look  at  the  Coppers 

This  might  be  a  good  time  to  pick 
up  some  copper  shares  for  the  long 
pull,  recognizing  that  it  may  take 
time  to  accrue  big  profits  in  them.  One 
of  the  more  speculative  would  be 
Copper  Range,  which  has  dropped 
from  81  this  year  to  around  29.  Faults 
in  the  mine  in  Michigan  have  in- 
creased costs  for  this  company,  but  it 
has  large  ore  reserves.  Earnings  in  the 
last  half  of  1970  were  disappointing, 
but  profits  should  recover  when  metal 
prices  rise  again.  The  investment  stock 
in  this  copper  area  would  be  Phelps 
Dodge.  NIany  analysts  are  intrigued 
with  Anaconda  in  spite  of  the  loss 
of  earnings  from  Chile.  Ex-Chile,  An- 
aconda probably  can  earn  more  than 
enough  to  justify  the  deflated  stock 
price.  Mine  development  costs  in  this 
country,   however,  may   take   enough 


cash  to  prejudice  dividend  payments 
for  a  while. 

Perhaps  you  have  noticed  that  TV 
is  not  carrying  cigarette  advertising 
anymore.  I  suspect  that,  for  the  time 
being  at  least,  just  as  many  cigarettes 
will  be  sold  at  lower  advertising  costs 
—and  that  this  will  lift  cigarette  earn- 
ings. Tlie  cigarette  stock  I  like  best  is 
Philip  Morris  (48).  This  company 
probably  has  the  best  export  business 
of  uny  American  tobacco  company, 
sei-ving  150  countries.  Its  diversifica- 
tion is  unique,  including  Miller  High 
Life  beer,  Personna  and  Gem  razor 
blades,  Clark  gum,  Nicolet  glassine 
paper,  an  adhesive  business  and  a  land 
development  project  in  California. 
Earnings  last  year  were  about  $3.35 
a  share  against  $2.58  in  1969.  Per- 
share  earnings  have  increased  in  every 
one  of  the  past  ten  years.  A  stock 
like  this  deserves  a  higher-than-aver- 
age  price  multiple. 

Because  of  the  financing  (the  stock 
has  been  under  prospectus),  I  have 
been  unable  to  comment  at  any  length 
about  Federal  National  Mortgage 
(60)  which  was  one  of  my  favorite 
stocks  last  year,  and  an  issue  which 
behaved  well  for  me.  Fundamentally, 
I  still  like  the  stock  for  the  same  rea- 
sons: high  leverage  and  lower  interest 
costs.  I  do  think  that  some  of  the  re- 
cent estimates  of  1970  earnings  have 
been  overoptimistic,  and  I  would  not 
be  surprised  if  the  stock  sold  off  when 
the  1970  figures,  probably  showing 
less  than  $1  a  share  earned,  are  pub- 
lished. At  somewhere  in  the  50-55 
range,  however,  I  would  be  enthusias- 
tic about  buying  this  stock. 

About  February,  the  company 
should  begin  to  profit  from  a  positive 
spread  between  the  cost  of  money 
and  mortgage  realizations;  and  as 
time  goes  on  a  new  source  of  profits 
should  develop  when  the  FNM  sells 
high  interest  rate  mortgages  to  others 
at  a  profit.  Fannie  Mae  also  ought  to 
profit  and  grow  in  many  ways  from 
any  housing  boom. 

It  is  silly  to  make  an  estimate  of 
1971  earnings  at  this  point,  but  net 
could  be  all  the  way  from  $4.90  to  $8 
a  share,  depending  on  interest  rates. 
In  some  single  quarters  the  annual 
rate  of  earnings  might  be  higher  than 
$9  a  share.  The  leverage  in  this  stock 
with  a  debt  of  $15  billion  or  so  and 
only  a  little  over  10  million  shares 
issued  is  nothing  short  of  spectacular. 
In  theory,  a  decline  of  one  half  of  1% 
in  interest  costs  (not  published  rates), 
assuming  stable  rates  on  $15  billion 
of  mortgages,  would  increase  profits 
before  taxes  by  about  $75  million  a 
year.  And  remember  that  1970  earn- 
ings came  from  sources  other  than 
the  spread,  which  was  negative  rather 
than  positive  almost  all  year.  ■ 
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Send  the  Airmail  Card  today  and  get 
the  results  of  51  years  of  experience  in  United's 

PLANNING  KIT  71 

Facts,  figures,  analysis,  and  United's  advice  on  each  stock  in 

6  Special  Reports 


ELECTRONICS 

Things  have  been  rough  in  Electronics,  but  we  believe 
the  picture  is  changing,  and  there  will  be  plenty  of 
work  for  companies  with  vision.  With  price-earnings 
ratios  a  fraction  of  what  they  used  to  be,  we  are 
recommending  selected  buys. 

Ampex  Foxboro  Raytheon 

AMP  Inc  Hewlett-Pack  Sanders  Assoc 

Beckman  Instr  General  Sig  Tektronics 

Cutler-Ham  Itek  Corp  Teledyne 

EC&C,  Inc  Litton  Inds  Texas  Instr 

Fairchild  Cam  Perkins-Elmer  Varian  Assoc 


UTILITIES 

With  the  lowering  of  the  prime  rate,  Utility  stocks 
have  become  popular  again.  We  note  price-earnings 
ratios  of  11  and  12  are  common,  and  yields,  in  many 
cases,  are  still  liberal.  So  we  see  some  good 
possibilities  for  both  high  yields  and  capital  gains 
with  reasonable  risk  over  the  long  pull,  and  we've 
picked  some  buys  out  of  19  leading  issues. 

RETIREMENT  NOW 

If  you're  thinking  about  easing  off,  or  you've  already 
started  to,  you  might  be  particularly  interested  in 
this  Report.  United  has  picked  an  8  issue  portfolio 
designed  to  yield  a  $300  per  month  income  now.  We 
think  these  issues  give  you  an  opportunity  for  higher 
income  and  capital  gain,  too,  with  reasonable  safety. 


DRUG  STOCKS 

Drug  shares  have  generally  acted  quite  well  for  the 
past  3  months,  which  may,  or  may  not,  be  a  trend. 
Good  earnings  gains  were  reported  in  1970  and  after 
weighing  profit  potential  against  risk,  we're  giving 
specific  advice  to  buy  several  of  these  21 


Abbott  Labs 
Am  Home  Prods 
Bristol-Myers 
Int'l  Chem  &  Nuc 
Lilly  (Eli) 
Marion  Labs 
Merck 


Miles  Labs 

Morton-Norwich 

Pfizer 

Richson-Merrill 

Robins  (A.H.) 

Rorer-Amchem 

Schering 


Searle 

Smith  Kl  &  Frch 

Squibb  Beech-Nut 

Sterling  Drug 

Upjohn  Co 

Warner-Lambert 

Syntex 


WARRANTS 

In  1970  warrants  finally  made  it  to  the  Big  Board 
when  AT&T  and  United  Utilities  were  listed.  So 
warrants  are  getting  an  aura  of  respectability  even 
though  they  still  pack  a  big  risk.  With  big  profits  a 
possibility  on  a  small  investment,  United  picks  a  half- 
dozen  warrants  for  your  special  consideration,  and 
gives  you  facts  and  figures  on  51. 

RETIREMENT  LATER 

United  has  selected  an  8  issue  portfolio  we  believe 
has  a  better  than  average  growth  potential.  Realizing 
there  is  some  risk  in  every  investment,  United's 
analysts  have  used  their  half-century  of  experience 
to  blend  the  conservative  with  the  speculative  for 
the  long-term  growth  we  believe  you  should  be 
looking  for  in  a  Retirement  Portfolio. 


PLUS  A  FULL  4  WEEK  GUEST  SUBSCRIPTION  TO  UNITED  REPORTS 

Here's  just  part  of  what  you  get  with  your  Guest  Subscription 

•  Stock  Market  Analysis  •   United's  Supervised  List 


•  Buying  Recommendations 

•  General  Business  Forecast 


Buying  Advices  of  Other  Stocks 
Bonds  and  Preferred  Stocks 
Stocks  to  Sell  or  Avoid 


New  Product  Studies 
Views  of  Leading  Authorities 
. . .  and  much  more 


4-week  subscription  to  United  Reports  alone  is  $7 — this  entire  package  only 

MAIL  POSTPAID  AIRMAIL   CARD   TODAY!  SEND  NO   MONEY  .   .   .    WE   WILL   BILL   YOU 
If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept.  FM-1 

UNITED  Business  &  Investment  SERVICE 

210     NEWBURY     STREET,     BOSTON,     MASSACHUSETTS     02116 
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%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 


460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
j  Phone;  (212)  679-2700 

!   NAME 


ADDRESS. 


192nd 

CONSECUTIVE 

QUARTERLY  DIVIDEND 


The  Board  of  Directors  on  December 
1,  1970  declared  a  quarterly  divi- 
dend of  37 '/j  cents  per  share  pay- 
oble  January  2,  1971  to  stockholders 
of  record  December  16,  1970. 
HIRAM  S.  LIGGETT.  Jr. 
Trpnsiirpr 


CANADIAN  PACIFIC 

RAILWAY  COMPANY 

DIVIDEND  NOTICE 

At  a  Meeting  of  the  Board  of  Direc- 
tors held  today  a  final  dividend  of 
one  dollar  and  sixty-five  cents  per 
share  on  the  Ordinary  Capital  Stock 
was  declared  in  respect  of  the  year 
1970,  of  which  a  total  of  ninety-five 
cents  per  share  is  the  proceeds  of 
dividends  comprising  eighty-five  cents 
per  share  from  Canadian  Pacific  In- 
vestments Limited,  and  ten  cents  per 
share  from  Canadian  Pacific  Air  Lines, 
Limited,  payable  in  Canadian  funds  on 
January  29,  1971,  to  Shareholders  of 
record  as  at  the  close  of  business  on 
December  29,  1970. 

By  order  of  the  Board. 

T.  F.  TURNER, 
Secretary. 

Montreal,  December  14,  1970. 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


All's  Well  That  Ends  Well 


During  the  dark  days  of  la,st  May,  not 
many  among  u.s  had  either  the  opti- 
mism or  the  necessary  courage  to  pre- 
dict that  we  miglit  liave  a  recovery  of 
some  200  points  in  tlie  DJI  by  the 
yearend.  In  fact,  even  today  there  are 
a  lot  of  people  wlio  look  with  disbelief 
at  the  stock  market.  How  come,  they 
ask,  that  stocks  can  do  so  well  in  the 
market  while  general  business  is  poor, 
unemployment  is  still  rising,  inflation 
is  iincliecked  and  corporate  profits 
are  miserable? 

There  are  any  number  of  answers 
to  this  question,  not  all  of  them  neces- 
sarily convincing,  but  taken  together 
they  do  make  sense.  First  of  all,  the 
stock  market  and  economic  statistics 
do  not  necessarily  move  in  the  same 
direction  all  the  time.  Remember  1969 
when  the  stock  market  was  beginning 
to  fall  apart  while  business  in  general 
continued  to  boom  and  profits  were 
rising  to  new  peaks? 

The  second  reason  is  that  people 
see,  or  at  least  they  think  they  see,  a 
little  light  at  the  end  of  the  tunnel. 
This  cannot  be  proved,  to  be  sure,  but 
if  President  Ni.xon  wants  to  have  a 
chance  to  be  elected  for  another  term, 
he'd  better  do  something,  and  soon. 

It  took  considerable  time  for  tlie 
change  in  the  Federal  Reserve's  cred- 
it policy  to  show  visible  effects— about 
from  February  to  June  of  last  year. 
Since  then,  .short-term  money  rates 
have  come  down  from  over  8%  to  less 
than  5%;  long-term  corporate  bonds 
are  now  being  offered  at  a  7.6%  yield 
as  compared  with  as  much  as  9.4%  six 
months  ago;  and  while  corporate  li- 
quidity still  leaves  something  to  be  de- 
sired, any  credit-worthy  borrower  can 
now  get  all  the  money  he  wants. 

Painful  but  Successful 

Finally,  the  stock  market  has 
cleansed  itself.  All  the  nonsense  and 
\\  ild  excesses  were  washed  down  the 
drain  wliere  they  belong.  The  process 
was  costly  and  painful,  but  the  cure 
was  successful.  Also  to  be  kept  in 
mind  is  the  fact  that  the  DJI  last  May 
was  back  at  a  level  first  reached  as 
long  ago  as  1959.  This  was  absurd, 
considering  the  extent  of  the  econom- 
ic and  corporate  growth  during  the 
intervening    decade,    not    to    tncntion 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Excliange  firm  of  Hauenfield  Corp. 


the   very   substantial   decline   of   the 
purchasing  power  of  the  dollar. 

Although  I  believe  that  last  year's 
bear  market  had  gone  much  too  far 
(as  it  usually  does)  and  that  a  major 
recovery  was  fully  justified,  one  may 
wonder  whether  the  rise  was  too 
much  too  soon.  I  am  not  bearish  on 
the  market,  but  I  do  have  some  mis- 
givings. Much,  if  not  most,  of  the  De- 
cember buying  seems  to  have  come 
from  institutions  which  had  to  reduce 
their  cash  reserves  to  more  appropri- 
ate levels,  if  they  didn't  want  to  look 
foolish  in  their  Dec.  31  reports.  The 
desire  and  perhaps  the  need  to  do  a 
bit  of  window  dressing  may  also  have 
been  a  motive. 

Be  Discriminating 

These  factors  no  longer  apply  right 
now.  In  the  weeks  ahead  the  market 
will  have  to  contend  with  a  great 
many  perfectly  awful  earnings  reports. 
Much  of  the  bad  news  has  been  dis- 
counted, of  course,  but  that  is  no 
cause  for  cheering  either.  In  addition 
we  have  to  face  the  usual  midwinter 
letdown,  and  since  the  market  in  late 
December  was  showing  technical  signs 
of  being  overbought,  a  correction  of 
some  sort  would  not  be  at  all  surpris- 
ing. Nor  should  it  be  a  reason  for  con- 
cern. Despite  all  the  negative  aspects 
of  current  business  news,  I  feel  con- 
fident that  we  are  emerging  from  the 
slump  and  are  en  route  to  recovery. 

The  very  good  stocks,  i.e.,  primari- 
ly the  noncyclical  growth  stocks,  are 
no  longer  cheap.  They  have  had  a  big 
advance  in  the  past  half  year  and 
some  of  them  are  already  selling  at 
all-time  highs.  While  no  one  will  dis- 
pute their  long-range  investment  mer- 
its, further  appreciation  potential  over 
the  intermediate  term  seems  limited. 
The  capital-gains-minded  investor— and 
is  there  any  other  reason  for  buying 
stocks?— may  have  to  lower  his  qual- 
ity standard  by  a  notch  or  two,  if  he 
wants  to  attain  his  objective.  But  he 
still  should  buy  good  stocks.  The  fact 
that  a  stock  now  sells  at  a  mere  frac- 
tion of  its  price  of  a  year  or  two  ago 
does  not  necessarily  make  it  desirable. 
Discrimination  remains  a  vitally  im- 
portant factor. 

Harri.s-Intcrfype  is  an  example  of  a 
"good"  stock.  It  is  a  leading  maker  of 
printing  equipment  and  has  branched 
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out  into  other  promising  areas.  It  has 
a  competent  management  whose  rec- 
ord of  annual  gains  in  per-share  earn- 
ings speaks  for  itself.  At  its  current 
price  of  around  54,  the  stock  is  selling 
at  a  reasonable  multiple  of  about  16 
on  earnings  in  the  current  fiscal  year 
(ending  June  30),  which  are  estimat- 
ed at  S3. 40  a  share,  again  a  new- 
high.  The  dividend  rate  is  a  nominal 
SI  a  share. 

Steady  Gains 

Chesebroiigh-Pond's  (44),  a  mak- 
er of  numerous  toiletries  and  cosmet- 
ics, has  a  respectable,  albeit  not  a 
spectacular,  record  of  steady  gains  in 
sales  and  per-share  earnings.  For  last 
year  it  probably  can  show  around 
SI. 80  a  share,  or  a  little  more  than 
Avon  Products  whose  stock  is  selling 
at  nearly  twice  the  price  of  CBM. 
This,  I  think,  is  too  much  of  a  dispari- 
ty, and  Chesebrough  strikes  me  as  rel- 
atively the  better  buy  at  present. 

By  the  same  token.  Smith,  Kline  ir 
French  has  considerable  attraction  at 
around  51,  or  about  17  times  esti- 
mated 1970  earnings.  Because  of  a 
somcwliat  complacent  management, 
earnings  have  been  stagnant  in  recent 
years.  This  has  changed,  however.  Al- 
though promotion  costs  of  a  newly  in- 
troduced line  of  cosmetics  and  the 
price  reduction  of  Thoracin  (because 
of  patent  expiration)  have  been  ad- 
verse factors,  results  for  last  year  will 
nonetheless  show  a  modest  gain  over 
1969.  A  more  substantial  increase  can 
be  e.xpected  this  year.  Being  free  of 
any  senior  securities,  SKL  can  afford 
to  pay  a  comparatively  liberal  S2  cli\- 
idend  for  close  to  a  A%  return,  which 
is  exceptional  in  the  pharmaceutical 
industry. 

Most  of  Trans-Union's  income  is  de- 
rived from  tank  car  leasing,  a  steady, 
profitable  but  rather  unglamorous 
business.  The  company's  activities  in 
the  field  of  water  and  waste  treat- 
ment, howe\er,  hold  considerable 
promise.  Earnings  are  expected  to 
have  reached  a  new  high  of  over  S2 
a  share  last  year  and  a  further  in- 
crease of  at  least  10%  is  projected  for 
1971.  The  stock,  now  around  37,  has 
enjoyed  a  remarkable  recovery  but  re- 
mains attractive. 

The  Government  has  been  kind  to 
the  cigarette  industry  by  forbidding 
it  to  advertise  on  T\'  and  radio.  This 
will  save  a  lot  of  money  and  it  won't 
hurt  sales,  as  the  experience  of  the 
liquor  industry  has  shown.  I  favor 
Philip  Morris  (48),  whose  growth,  es- 
pecially abroad,  has  been  astounding. 
Europe  has  become  Marlboro  country. 
Profits  could  approach  the  •$3.75-to- 
S4  range  this  year,  nearly  twice  as 
much  as  in  1967.  How  many  compa- 
nies are  doing  that  well?  ■ 
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Receive  3  months 
of  Value  Line  for  $25 


If  you  have 
not  had  a 
3  month  trial 
subscription 
to  Value  Line 
for  at  least 
one  year, 
you  can 

get  this  1800-page  Investors 
Reference  Service  at  no  extra  cost. 

You  then  will  have  a  complete  set  of  the  latest  full-page  Value  Line  reports  on 
more  than  1300  stocks,  as  a  bonus,  if  you  take  advantage  of  this  special 
limited-time  offer  and  these  reports  will  be  updated  by  new  reports  in  the  next 
13  weeks-just  $25  (regularly  $49).  The  two-volume  Service  (1800  pages  in  all) 
regularly  sells  for  $25  by  itself. 

You'll  find  it  convenient  to  have  the  Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's  projected 
performance  ratings,  on  more  than  1300  widely-held  stocks  in  67  industries. 

Then,  each  week,  you'll  receive  revised  ratings,  where  necessary,  of  all 
1300  stocks  and  updated  full-page  reports  on  about  100  stocks.  You'll  also  get 
analyses  and  forecasts  of  the  national  economy  and  the  stock  market .  .  . 
guidance  on  current  investment  policy  . .  .  PLUS  Value  Line's  "Especially 
Recommended  Stock  of  the  Week"  or  monthly  "Special  Situation."  It  takes  only  a 
few  seconds  to  file  each  new  edition  in  the  handy,  hard-cover  binders. 

To  take  advantage  of  this  bonus  offer,  simply  fill  in  and  mail  the  coupon 
below.  If  you  prefer,  we'll  bill  you  later. 
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THE  VALUE  LINE  INVESTMENT  SURVEY 

V         Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

LJ Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 
I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 
Service  for  $189. 

If  dissatisfied  *or  any  reason,  I  may  return  the  material 

within  30  days  and  my  money  will  be  refunded. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Brain  Surgery  Self -Taught 
(For  Fun  And  Profit) 


What  is  now  generally  known  as  the 
technical  analysis  of  stock  price  move- 
ments has  always  held  a  peculiar  fas- 
cination for  countless  investors  and 
speculators.  It  may  not  be  an  art,  it 
Ls  certainly  not  a  science  and  it's  nev- 
er been  foimalized  to  the  point  where 
it  could  be  called  a  procedure.  Per- 
haps it's  best  loosely  described  as  an 
approach  to  solving  the  endless  prob- 
lems associated  with  the  continuing 
attempt  to  determine  the  future  value 
of  common  stocks.  I  use  the  word  "ap- 
proach" advisedly  because  it  does  not 
necessarily  imply  success  in  reaching 
the  desired  destination.  But  since  no 
one  can  foretell  future  events,  the  ap- 
proach simply  will  have  to  do.  The 
question  is,  can  it? 

The  answer  is— it  depends.  It  de- 
pends on  what  you  expect  of  techni- 
cal analysis,  on  how  assiduously  it  is 
practiced,  on  whether  the  practition- 
er's reasoning  is  sound  or  not  at  any 
given  time  and  with  respect  to  how 
much  money.  But  these  reservations 
apply  with  no  less  validity  to  funda- 
mental—i.e.,  economic  and  value- 
analysis.  After  all,  the  most  compe- 
tent investment  analyst  labors  under 
the  handicaps  of  imperfect  judgment 
and  imperfect  foreknowledge,  and, 
under  the  best  of  circumstances,  there 
is  really  no  way  of  knowing  in  ad- 
vance whether  or  when  he's  going  to 
be  right  or  wrong. 

Basic  Facfors 

At  the  risk  of  oversimplifying  the 
matter,  the  technical  approach  can 
be  said  to  rest  on  two  basic  premises: 
I)  The  movement  of  stock  prices,  and 
of  the  stock  market  as  a  whole,  re- 
flects at  all  times  everything  that  is 
collectively  known,  or  thought  to  be 
known,  about  current  and  prospec- 
tive fundamentals.  2)  Price  trends  in 
the  stock  market  demonstrably  have  a 
degree  of  durability,  and  thus  a  life 
expectancy,  some  part  of  which 
should  be  profitably  exploitable  once 
trend  direction  and  trend  character 
can  be  recognized. 

Given  these  assumptions,  which  are 
broadly  tciiablc,  the  need  to  know 
specific  fundamentals  dimini.shes,  or, 
according  to   all-out   technical  fanat- 
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ics,  is  eliminated  altogether.  My  own 
philosophy  is  that  the  investor  or  ana- 
lyst who  takes  the  fundamental  and 
the  technical  factors  into  account 
should  have  a  better  hope  of  suc- 
cess than  the  man  who  tackles  the 
market  one-eyed,  so  to  speak. 

If  the  technical  approach  has  one 
decided  advantage,  it's  that  the  bulk 
of  the  information  needed  to  practice 
it  is  readily  and  almost  universally  ac- 
cessible at  relatively  modest  expense 
and  that  the  collection  of  these  data 
requires  little  or  no  special  expertise. 
No  wonder,  therefore,  that  technical 
analysis  has  always  appealed  strongly 
to  the  do-it-yourself  investor  and  that 
do-it-yourself  books  on  the  subject 
have  always  found  a  ready  market, 
regardless  of  their  merits.  But  while 
I  myself  have  one  of  these  jobs  on 
my  conscience,  I'm  not  at  all  sure  that 
they  can  be  of  real,  practical  benefit 
to  most  of  their  readers.  Like  funda- 
mental analysis,  the  technical  ap- 
proach demands  a  full-time  effort  if 
it  is  to  be  successful  with  reasonable 
consistency.  And,  in  any  case,  the  ex- 
perience of  many  years  is  usually  nec- 
essary before  the  practitioner  can 
know  what  this  approach  will  and 
will  not  do  for  him. 

After  some  30  years  in  the  business, 
the  one  thing  I  know  for  sure  is  that 
no  single  technique  will  serve  at  all 
times  and  that  there  is  no  formula  for 
determining  which  technique  will 
serve  best  at  any  given  time.  In  short, 
I  doubt  that  the  part-time,  nonprofes- 
sional investor  or  trader  should  insist 
on  taking  the  do-it-yourself  technical 
route.  On  the  other  hand,  I  do  think 
he  should  keep  in  touch  with  the 
technical  literature,  if  only  to  know 
what  technicians  are  talking  about 
(at  that,  he  is  bound  to  have  trouble 
telling  the  wheat  from  the  chaff) . 

All  these  ruminations  are  prompted 
by  a  book  Prentice-Hall  (Englewood 
Cliffs,  N.J.)  has  just  brought  out,  with 
the  mouth-watering  title  The  Profit 
Magic  of  Stock  Transactions  Timing. 
The  author  is  J.M.  Hurst,  according 
to  the  dust  jacket  a  mathematical  ana- 
lyst who  has  devoted  ten  years'  full- 
time  research  into  the  nature  of  stock- 
price  motion.  Once  you  forget  about 
the  profit-magic  bit,  which  sliould  be 
discounted    as   nothing   more   than    a 


circulation  builder,  and  reconcile 
yourself  to  the  perhaps  overwhelming 
likelihood  that  you  will  never  pursue 
the  essentially  intricate  techniques 
outlined  by  Mr.  Hurst,  I  think  you  will 
find  the  book  well  worth  reading,  es- 
pecially if  you  have  an  active  interest 
in  the  stock  market. 

As  I  understand  it,  the  heart  of  Mr. 
Hurst's  thesis  is  that  the  predictive 
implications  usually  attached  by  tech- 
nicians to  certain  familiar  chart  pat- 
terns, as  they  are  traced  out  by  the 
movement  of  stock  prices,  can  be  ac- 
counted for  as  the  near-inevitable  con- 
sequence of  the  continuing  interac- 
tion among  numerous,  more  or  less 
periodically  recurrent  cycles  having 
different  magnitudes  and  duration. 
The  tie-in  with  these  cyclical  phenom- 
ena takes  some  of  the  pure  empiri- 
cism—the almost  uncritical  reliance  on 
precedent— out  of  traditional  chart 
pattern  analysis.  But  at  the  same  time 
it  throws  the  burden  of  "proof"  on  ac- 
ceptance of  recurrent  cyclical  mani- 
festations, a  subject  many  investiga- 
tors (including  not  a  few  academics) 
have  wrestled  with  for  years. 

Profits  in  Trading 

That  these  manifestations  are  pres- 
ent in  many  areas  of  the  human  ex- 
perience, the  economy  included, 
seems  well  enough  established,  but 
their  importance  to  the  stock  price 
movement  and  their  practical  useful- 
ness in  analyzing  and  anticipating 
stock  price  trends  has  always  been  a 
matter  of  controversy.  Now  Mr.  Hurst 
submits  an  effort  to  demonstrate,  by 
sophisticated  mathematical  means, 
that  about  23%  of  all  stock  price  fluc- 
tuations is  attributable  to  periodically 
recurring  cycles.  If  this  is  so,  he  has 
succeeded  in  unearthing  a  nonempiri- 
cal  rationale  that  should  help  elevate 
the  "chartist"  from  the  ranks  of  tea- 
leaf  readers  and  other  soothsayers  to 
which  too  many  people  have  rele- 
gated him  for  too  long. 

Among  other  matters  of  considera- 
ble technical  interest,  Mr.  Hurst, 
mathematician  that  he  is,  demon- 
strates why,  ideally,  short-term  trad- 
ing should  be  far  more  profitable  than 
long-term  investing.  All  in  all,  I  found 
his  book  worth  the  $20  cost,  even 
without  the  magic  and  do-it-yourself 
precepts  (my  guess  is  he'll  soon  start 
an  advisory  service ) . 

Turning  briefly  to  my  view  of  the 
market:  Within  the  framework  of  a 
bull  market  that  probably  is  still  far 
from  finished  {see  my  recent  col- 
umns), it  now  seems  wise  to  make  al- 
lowance for  intermediate-trend  weak- 
ness which  should  produce  a  useful 
new  buying  opportunity  before  very 
long,  possibly  some  time  next  month 
near  Dow  800.   ■ 
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STOCK  TRENDS 

By  Myron  Simons 


Vince  Lombard/  Tactics 


Will  the  economic  pickup  be  fast  or 
slow?  Will  it  be  dramatic  or  unexcit- 
ing? The  economists  are  divided  on 
the  answers  and  this  is  causing  some 
hesitation  among  investors.  In  my 
opinion,  the  hesitation  is  unnecessary 
because  a  very  bullish  case  can  be 
made  even  in  the  event  of  a  slow  and 
undramatic  pickup  in  business.  For 
two  reasons: 

1)  The  big  drop  in  interest  rates, 
almost  two  points  from  last  year's 
highs,  means  big  savings  for  most  big 
corporations. 

2)  The  slowdown  in  spending  for 
new  plant  and  equipment  is  going  to 
reduce  the  burden  of  start-up  costs 
that  plagued  so  many  businesses. 

Even  with  a  modest  pickup  in  busi- 
ness, these  two  factors  should  produce 
a  highly  leveraged  effect  on  earnings 
gains.  At  the  risk  of  oversimplification, 
I'll  explain  how  I  think  this  will  work. 

Suppose  you  and  I  were  the  ma- 
jority stockholders  of  a  publicly  owned 
business  that  manufactured,  let's  say, 
widgets.  In  fact,  three  kinds  of  widg- 
ets—a medium-priced  one,  our  bread- 
and-butter  line;  a  low-priced,  low- 
profit-margined  one  necessary  to  meet 
competition;  and  a  high-priced  lux- 
ury widget  with  superior  profit  mar- 
gins. Now,  let's  look  back  at  what 
happened  to  our  company.  There 
were  some  wonderful  years  culminat- 
ing in  1967  and  1968,  so  good  tliat 
we  just  had  to  expand  because  de- 
mand was  causing  our  old  factory  to 
burst  out  at  the  seams.  So,  we  sold 
some  long-term  bonds  to  the  public, 
borrowed  an  equal  amount  from  the 
banks  and  started  a  new  plant. 

Then  came  1969  and  we  kept  hear- 
ing about  tlie  possibility  of  a  reces- 
sion; but  strangely  enough  widget 
sales  stayed  so  good  that  even  with 
the  expenses  of  expansion,  start-up 
costs  in  our  plant,  and  increasingly 
higher  interest  rates,  our  profits  kept 
on  making  new  records.  All  the  way 
up  to  the  last  quarter  of  1969  and 
the  first  quarter  of  1970.  Then  every- 
thing seemed  to  go  wrong. 

Sales  didn't  fall  to  pieces,  but  they 
switched  from  our  high-priced  luxury 
line  to  the  low-profit-margin  econo- 
my line.  Start-up  costs  in  the  plant 
continued,  and  interest  rates  got  high- 
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er  than  we  had  thought  possible.  On 
top  of  it  all,  labor  unions  demanded 
a  hefty  wage  increase  which  we  had 
to  meet  to  avoid  a  costly  strike.  It 
was  frustrating,  because  without  busi- 
ness actually  being  bad,  it  became  im- 
possible for  us  to  make  a  profit. 

But  now  the  wheels  are  rolling  in 
the  other  direction.  Our  bank  interest 
charges,  which  are  pegged  to  the 
prime  rate  charged  by  banks,  are  go- 
ing down  rapidly.  Since  we  have  a 
very  substantial  loan,  the  2%  difi^er- 
ence  between  last  year's  high  and  the 
present  rapidly  declining  rates  makes 
a  big  difference.  Our  plant  expansion 
is  now  completed.  No  more  start-up 
expenses.  And  now  we're  facing  a  bet- 
ter business  climate  with  a  brand-new 
efficient  factory  which  can  produce  at 
a  relatively  low  cost.  Besides,  we're 
operating  at  only  75%  of  capacity,  and 
it  won't  cost  much  more  in  overhead 
to  go  to  80%  or  90%  of  capacity. 

Finally,  we've  been  running  prettv 
scared  for  about  a  year  now,  and  so 
we've  cut  a  lot  of  fat-cat  expenses- 
fewer  secretaries,  less  travel  and  en- 
tertainment, doubling  up  on  jobs 
where  possible.  A  lot  of  little  things, 
but  they  add  up.  Now  if  business  gets 
better,  our  expenses  will  expand  rela- 
tively slowly  for  a  while.  Under  these 
conditions  even  a  modest  pickup  in 
business  will  work  wonders  on  the 
bottom  line. 

Poised  for  Profits 

It's  that  way  with  company  after 
company  now.  Just  let  sales  begin  to 
improve,  let  some  of  the  luxurv  lines 
begin  to  move  again,  and  profits  will 
grow  rapidly.  It  may  be  hard  to  see 
right  now,  with  fourth-quarter  earn- 
ings likely  to  make  terrible  reading, 
and  poor  visibility  for  profits  in  the 
first  quarter  of  1971.  But  the  Govern- 
ment, with  a  high  unemplovment  rate 
to  struggle  with,  is  now  rapidly  mov- 
ing towards  expanding  the  economy. 
And  many  companies  are  noised,  as 
though  on  tiptoe,  to  make  hay  when 
the  economic  sun  begins  to  shine. 
That's  the  reason  for  the  bull  market 
we  now  have,  the  anticipation  of  a 
rapid  rise  in  earnings  sometime  in 
1971.  Until  there's  reason  to  doubt 
that  profits  will  rise,  I  believe  the  bull 
market  will  continue. 

I've  talked  about  two  major  forces 


leading  to  increased  corporate  earn- 
ings. I'd  like  to  look  at  some  compa- 
nies to  which  these  forces  can  make  a 
significant  difference. 

•  Stocks  which  should  benefit  from 
lower  interest  rates.  Of  course,  there 
are  the  obvious  ones  in  the  housing 
areas.  I've  talked  in  previous  columns 
about  ITT  (49),  Wickes  (38),  Kauf- 
man 6-  Broad  (44),  Sherwin-Williams 
(46)  and  Evans  Products  (42).  But 
a -little  less  obvious  are  some  of  the 
conglomerates  which  suffered  from 
both  high  interest  charges  and  tight 
money.  Gulf  ir  Western  (19),  White 
Consolidated  (13)  and  Loew's  The- 
atres ( 34 )  are  good  examples.  A  num- 
ber of  companies  have  to  carry  large 
amounts  of  inventory  in  the  regular 
course  of  their  business,  such  as  Pull- 
man (42),  which  among  other  things 
makes  cars  for  urban  transportation,  a 
business  that  should  be  increasing  for 
some  time  to  come.  Retail  outlets  like 
Marcor  (29),  Penney  (55)  and  Sears, 
Roebuck  (75),  which  finance  huge 
amounts  of  customer  receivables, 
should  find  the  sledding  easier. 

•  Stocks  that  should  benefit  from 
new  plants  now  on  stream.  There  are 
so  many  of  these  that  it  is  difficult  to 
pick  only  a  few.  Remember  that  1968 
and  1969  were  years  of  enormous  cap- 
ital expansion  for  company  after  com- 
pany. Let  me  name  a  few.  Maryland 
Cup  (37)  should  now  be  benefitting 
from  a  four-year,  $57-million  con- 
struction program  that  added  five  new 
plants.  Kelsey-Hayes  (27)  has  also 
added  five  new  plants  which  are  al- 
ready on  stream  or  should  be  shortly 
coming  on  stream.  Should  there  be  a 
good  automobile  year,  which  now 
looks  likely,  Kelsey  could  be  a  major 
beneficiary.  The  same  is  true  for 
Hayes-Albion  (18),  which  spent  a 
whopping  $16  million  on  new  plant 
in  the  fiscal  year  ended  July  1969. 
up  from  only  $6.19  million  the  year 
before.  A  number  of  the  semiconduc- 
tor companies  have  already  begun  to 
see  benefits  in  terms  of  sharply  re- 
duced work  forces.  I  have  in  mind 
Texas  Instrtimcnts  (80),  Motorola 
(53)  and  National  Semiconductor 
(19).  The  new  push  into  semiconduc- 
tor memories  instead  of  core  memories 
could  begin  to  increase  the  value  for 
these  companies  later  this  year. 

The  late  Vince  Lombardi  made  the 
Green  Bay  Packers  the  most  success- 
ful team  in  football  by  stressing  fun- 
damentals in  an  era  of  razzle-dazzle. 
I  think  that  it's  now  time  in  investing 
for  a  return  to  fundamentals  such  as 
the  ones  I  have  been  discussing:  Take 
a  hard  look  for  the  individual  compa- 
nies that  will  benefit  considerably 
from  the  removal  of  the  worst  pres- 
sures of  last  year.  I  think  that  there 
should  be  a  lot  of  them.   ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  Six  Legs  Under  The 

Stock  Market  Table 


Ordinarily  I  tend  to  shy  away  from 
the  annual  exercise  in  ghttering  gen- 
erahties  that  comes  under  the  heading 
of  "\ear-end  forecasts."  No  one  waves 
a  magic  wand  and  makes  the  outlook 
any  clearer  merely  Ix-cause  a  page  has 
been  turned  on  the  calendar.  But 
there  are  several  beneath-the-surface 
considerations  that  can  easily  be  over- 
looked. For  example,  although  the 
May-December  advance  was  large  in 
numl)er  of  Dow  points,  the  advance 
has  to  be  viewed  in  the  light  of  tlie 
probability  that  most  of  the  .\Ia\  col- 
lapse would  tiot  have  occurred  unless 
there  had  been  a  worldwide  financial 
panic.  Hence,  the  market  had  some 
"catching  up"  to  do. 

Moreover,  the  explosive  nature  of 
the  December  advance  is  characteris- 
tic of  rallies  that  only  take  place  ei- 
ther at  major  bottoms  or  in  the  early 
stages  of  a  new  bull  market.  Thus,  al- 
though I  suspect  that  this  vear's  range 
in  the  Dow  could  be  7.50  to  9.50 
( which  hints  strongly  of  a  first-cjuar- 
ter  top),  I  am  going  to  devote  this 
column  to  the  underlying  supports. 

Assefs  for  ?97I 

1.)  Since  1939  the  stock  market  has 
been  strong  in  the  third  vear  of  each 
Presidential  term— the  average  annual 
gain  in  the  Dow  industrial  average 
being  over  14'f.  Market  history  also  in- 
dicates that  the  "off-election"  year 
high  is  most  often  reached  between 
the  months  of  September  and  Decem- 
ber. And  1971  will  be  the  third  year 
that  the  present  Administration  has 
been  in  office. 

2.)  The  emphasis  of  the  new  Ad- 
ministration on  an  expanding  econo- 
my rather  than  on  restraints  could 
have  two  beneficial  side  effects  in 
that:  a)  It  suggests  that  there  is  little 
likelihood  of  new  or  increased  taxes, 
notwithstanding  a  huge  budget  deficit 
that  had  earlier  been  considered  "in- 
flationary." b)  There  also  is  a  possi- 
bility that  tax  rules  on  depreciation 
will  be  liberalized  in  an  effort  to  stim- 
ulate plant  and  equipment  spending, 
for  such  spending  could  be  an  oveu- 
all  business  stimulant. 

3.)  In  my  opinion,  the  wage  set- 
tlement in  the  aftermath  of  the  Gen- 
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eral  Motors  strike  is  not  as  likely  to 
lead  to  a  new  cost-push  inflationary 
spiral  as  has  been  popularly  assumed. 
While  the  first-year  wage  increase  is 
in  the  order  of  12.5%,  the  actual  new- 
monev  part  is  only  about  42  to  5%.  In 
other  words,  a  large  part  of  the  in- 
crease reflects  past  cost-of-living  rises 
that  had  already  been  in  the  wage 
structure.  Thus,  if  the  rate  of  price  in- 
creases slows  in  1971— and  I  think  it 
will— corporate  profits  could  conform 
to  what  has  been  a  traditional  pat- 
tern of  a  sharp  gain  in  the  first  reces- 
sion-recovery year. 

4.)  In  the  past,  an  upturn  in  the 
bond  market  has  always  preceded  or 
accompanied  a  major  turnabout  in 
stock  prices.  In  this  connection,  I  see 
no  change  in  the  prospect  of  still  low- 
er interest  rates  (and  higher  bond 
prices).  All  of  which  suggests  three 
things:  a  background  for  higher  price 
times  earnings  multiples,  better  profit 
margins  as  financing  costs  decline  and 
less  competition  from  the  debt  market 
for  idle  cash. 

5.)  The  fact  that  the  market  as 
measured  by  the  Dow  industrial  av- 
erage bettered  its  early  1970  high 
\\  ithout  the  benefit  of  an  obvious  busi- 
ness upturn  indicates  that  the  cult  of 
eciuity  ownership  still  is  a  very  potent 
fojce.  The  objective  of  obtaining  a 
superior  return  on  the  capital  to  be  in- 
vested has  not  become  obsolete.  Ftu'- 
ther,  the  worldwide  trend  toward 
lower  interest  rates,  coupled  with  the 
fact  that  the  potential  for  improve- 
ment is  perhaps  greater  here  than  in 
other  markets,  is  increasing  the  inter- 
est of  European  investors. 

6.)  In  my  opinion,  comparisons  of 
today's  level  of  corporate  licjuidity,  as 
measured  by  the  ratio  of  cash  and 
equivalent  to  current  liabilities,  with 
the  ratios  that  prevailed  ten  and  20 
years  ago  can  be  misleading.  The 
more  practical  considerations  are  two- 
fold: Not  only  is  tight  money  and  the 
overall  financial  pressure  of  the  first 
half-year  a  thing  of  the  past,  but  the 
current  trend  toward  improved  cor- 
porate liquidity  could  represent  the 
first  step  toward  establishing  a  base 
for  normal  prosperity.  In  other  words, 
the  financial  restraints  which  de- 
pressed economic  activity  in  past 
months  are  being  removed.   ■ 


Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000 — on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.  N-68. 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  U.S.A.  oai8i 

Investment  Management    .    Incorporated  1936 


ARE  NO-LOAD 
FUNDS  A  BARGAIN? 

Of  439  mutual  funds  surveyed,  84  charge  no  sales 
commission,  while  the  rest  make  a  sales  charge  of 
1%  to  8.85%.  From  the  standpoint  of  getting 
your  dollars'  worth,  FundScope,  the  monthly 
mutual  fund  magazine,  compares  BUYING  COST 
(sales  commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  some  very  significant  informa- 
tion. At  a  glance  you  can  see  the  top  performers 
for  Growth,  for  Stability,  for  Income.  You'll  see 
exactly  how  the  5  top  No-Load  funds  compare  with 
the  5  top  Load,  funds  for  various  significant 
periods. 

Packed  with  factual  data,  FundScope's  exclusive 
report  reveals  which  No-Load  funds  are  a 
"bargain"  and  which  are  "expensive."  Learn  from 
FundScope,  a  thinking  man's  guide  to  mutual 
funds,  how  to  avoid  "hidden  costs"  and  make  a 
purchase  of  mutual  funds  a  bargain ...  not  false 
economy. 

SPECIAL  OFFER:  Send  just  $17  for  a  3-month  trial 
subscription  to  FundScope  beginning  with  the 
January  No-Load  vs.  Load  fund  issue.  PLUS  -  3  big 
bonuses  including  the  356-page  1970  Mutual  Fund 
Guide,  the  new  Bible  of  the  fund  industry  with  all 
the  vital  information  you  need  on  over  400  funds. 
(THIS  GUIDE  ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  Salesman  will  call. 

FundScope,  Dept.  F-8,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Cal  90067 
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WALL  STREET  VIEW 

By  Robert  Stovall 


Understanding  Consumerism 


In  previous  guest  columns  for 
Forbes,  I  identified  and  dubbed  as 
the  "Hopeful  Bears"  that  substantial 
group  of  serious  investors  who  missed 
the  great  opportunity  to  become  fully 
invested  last  spring  and  summer  when 
the  DJI  was  south  of  700.  The  Hope- 
ful Bears,  combining  wish  fulfillment 
with  logic,  disbelieved  the  death  of 
the  1969-70  bear  market  until  the 
fourth  and  especially  after  the  fifth 
prime  rate  reduction  this  past  Novem- 
ber and  December.  Now  the  collec- 
tive Hopeful  Bears  have  become  Bulls 
Rampant  and  more  optimistic  than  I. 
In  truth,  I  am  less  sanguine  about  the 
short-term  market  outlook  than  I  was 
in  July.  Still,  I  do  see  areas  of  invest- 
ment value. 

I  shape  my  investment  strategies  in 
the  classical  mould,  from  economy  to 
industry  to  well-positioned  individual 
investments.  Thinking  in  these  con- 
centric circles,  I  conclude  that  what- 
ever real  growth  there  will  be  this 
year  will  be  in  the  consumer  sector  of 
the  economy.  Built-in  pay  boosts  and 
the  generally  better  feeling  generated 
by  the  stock  market  rally  itself  will 
probably  change  the  consumer's  mood 
from  cautious  to  more  ebullient  be- 
fore 1971  is  much  older. 

Personal  and  disposable  income 
had  been  growing  at  a  $4-billion 
monthly  rate  prior  to  the  GM  strike. 
Concurrently,  the  consumer  has  been 
maintaining  a  7.5%  savings  rate  for 
many  months.  This  compares  with  an 
average  savings  rate  during  the  last 
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20  years  of  close  to  6%.  When  con- 
sumers decide  that  personal  and 
household  liquidity  is  no  longer  criti- 
cal, sales  volume  at  retail  is  expected 
to  surge  ahead. 

That  portion  of  the  consumer's  dol- 
lar spent  on  services  is  rising  steadily. 
In  1968  services  accounted  for  41.4% 
of  the  consumer's  spending.  It  is  pro- 
jected that  in  1971  42.8%  of  consumer 
expenditures  will  be  for  services. 

An  area  of  consumer  service  which 
has  a  remarkable  record  of  steady 
growth  is  the  life  insurance  industry. 
Life  insurance  stocks  are  currently 
selling  at  relatively  depressed  levels, 
apparently  reflecting  a  high  level  of 
policy  loans  and  some  confusion  over 
the  way  in  which  these  companies 
report  their  earnings.  However,  with 
lower  interest  rates  anticipated  for 
next  year,  demand  for  policy  loans 
should  subside.  Interest  rates  are  still 
expected  to  remain  at  levels  higher 
than  the  average  return  on  the  com- 
panies' invested  assets;  therefore,  in- 
vestment income  should  rise  strongly. 
Good  demand  for  securities,  particu- 
larly in  the  bond  market,  is  expected 
to  improve  insurance  company  port- 
folio values.  The  uniform  accounting 
procedures,  which  are  likely  to  be 
adopted  this  year,  should  increase 
interest  in  this  group  by  making  their 
earnings  more  discernible. 

The  primary  appeal  of  jood  and 
beverage  companies  is  that  volumes 
grow  irrespective  of  the  business  cy- 
cle. In  1970  consumer  expenditures 
for  food  products  increased  an  esti- 
mated 7%.  Similar  increases  should  per- 


Portfolio  of  Consumer 

Stocks 

Recent 

Earnings  per 

share 

Ind. 

Price 

1971E 

1970E 

Dividend 

Aetna  Life  &  Casualty  (ins.) 

47 

$3.40 

$2.85 

$1.40 

Blue  BelP  (apparel) 

56 

4.20 

3.18A 

1.20 

City  Inv.  (fin.  services,  shelter) 

19 

1.60 

1.35 

0.50 

Coca-Cola  (beverages) 

84 

2.80 

2.50 

1.44 

Fedders"'  (appliances,  air  cond.) 

38 

1.85 

1.57A 

0.40 

Green  Giantf  (pkgd.  foods) 

24 

1.65 

1.43A 

0.96 

H.J.  Heinzt  (pkgd.  foods) 

35 

2.60 

2.41A 

1.00 

Ludlow  (carpets,  etc.) 

19 

1.75 

1.00 

1.08 

National  Gypsum  (bidg.  matls.) 

25 

1.40 

0.90 

1.05 

Oneida,  Ltd.ft  (tableware) 

17 

1.70 

2.01A 

0.70 

Russ  Togs  (apparel) 

22 

1.50 

1.30 

0.68 

•Fiscol   veot   ends  Sept.   30.   tFiscal   year  ends 

K/lorch   31.   ♦Fiscol 

30.   "Fisco 

Aug.  31.  ttFiscol  year  ends  Jon.  31.  A-Aclual. 

E-Eslimoied. 

sist  in  1971  and  throughout  the  dec- 
ade, reflecting  population  growth,  ris- 
,.ing  incomes,  inflationary  factors  and  a 
trend  toward  higher-priced  conven- 
ience foods.  Most  companies  in  the 
industry  are  now  very  much  aware  of 
the  rising  tide  of  "consumerism"  and 
are  megting  this  challenge  through 
the  development  of  new  products  that 
are  less  subject  to  controversy.  Demo- 
graphic factors,  indicating  a  shift  in 
population  to  the  high-consumption 
age  groups,  are  particularly  favorable 
for  soft  drinks. 

Bright  Prospects 

A  21%  projected  increase  in  resi- 
dential structures  in  I97I  makes  this 
one  of  the  brightest  areas  in  my  eco- 
nomic model.  I  expect  housing  starts 
to  increase  to  1.7  million  units  in 
1971,  up  from  an  estimated  1.4  mil- 
lion units  in  1970.  Pent-up  demand, 
lower  interest  rates,  greater  availabil- 
ity of  mortgage  money  and  govern- 
ment backing  are  the  primary  reasons 
for  our  1971  optimism.  In  addition  to 
current  demand,  a  meaningful  in- 
crease in  household  formations  is  an- 
ticipated over  the  next  ten  years.  The 
population  of  the  major  home-buying 
group  (25  to  44  years  old)  is  pro- 
jected to  grow  at  a  2.5%  compounded 
annual  rate.  Financially  capable  build- 
ing materials  companies  with  excess 
capacity  and  both  modular  and  mo- 
bile home  capability  should  benefit. 

In  conjunction  with  my  outlook  for 
an  improved  housing  market,  I  also 
make  a  positive  prognosis  for  home 
furnishings  and  appliances,  which  will 
be  beneficiaries  of  the  same  trend. 

I  expect  1971  to  become  a  recov- 
ery year  for  textiles,  based  on  factors 
of  demand.  The  largest  sector  of  the 
textile  industry  is  apparel,  accounting 
for  roughly  40%  of  mill  shipments. 
Home  furnishings  accounts  for  some 
30%,  while  the  industrial  market  ac- 
counts for  about  17%  of  textile  sales. 
Thus,  the  industry  is  extremely  sensi- 
tive to  change  in  personal  consump- 
tion expenditures.  Bolstering  the  re- 
covery prospects  for  the  industry  are 
Congressional  efforts  to  impose  im- 
port quotas  which  would  slow  the 
growth  of  imports. 

In  part,  1970's  sharp  decline  in  tex- 
tile profits  can  be  attributed  to  re- 
jection of  the  midi  length  by  a  sub- 
stantial proportion  of  the  female  pop- 
ulation. This  brings  joy  to  the  hearts 
of  followers  of  the  hemline  theory  of 
stock  market  forecasting,  but  tears  to 
the  eyes  of  overcommitted  retailers. 
To  date,  the  obvious  beneficiaries  of 
the  st\le  shift  are  manufacturers  of 
double  knit  apparel  and  casual  slacks. 
Both  sliould  continue  to  register  gains 
in  1971  and  are  attractive  for  invest- 
ment consideration.    ■ 
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The  Funds 


Dreyfus'  Brain  Trust 

"I'd  feel  honored  to  associate 
with  these  great  people,  but  I  realK' 
don't  think  they'd  help  my  invest- 
ment decisions  very  much."  So  said 
one  of  the  most  successful  mutual 
fund  managers  to  come  out  of  the 
Harvard  Business  School  when 
Forbes  asked  what  he  thought 
about  Dreyfus  Corp.'s  illustrious 
new  directors. 

Reaching  far  beyond  the  ordi- 
nary qualifications  for  boards,  Drey- 
fus last  month  picked  as  directors: 
Dr.  Jonas  Salk,  who  developed  the 
first  effective  polio  vaccine;  Abigail 
McCarthy,  publisher  and  leader  of 
women's  and  church  groups  and 
estranged  wife  of  ex-Senator  Eu- 
gene McCarthy;  Bill  Moyers,  au- 
thor, former  press  secretary  to  Pres- 
ident Lyndon  Johnson  and  former 
publisher  of  Long  Island's  News- 
day  and  Alan  Greenspan,  presi- 
dent of  Townsend-Creenspan,  eco- 
nomic consultants. 

Is  all  this  mere  window-dressing 
by  the  $2.4-billion  (assets)  money 
management  company?  A  means 
of  impressing  people  who  have 
become  disillusioned  with  conven- 
tional financial  wisdom?  Maybe, 
but  it  is  a  good  deal  more  besides. 
The  move  is  very  much  in  the  style 
of  Dreyfus  Corp.'s  current  boss. 
Chairman  Howard  Stein.  Stein,  a 
musician  before  he  was  a  money 
man,  feels  that  the  fates  of  the 
economy  and  of  the  stock  market 
are  made,  not  on  Wall  Street,  but 
in  Wa.shington  and  on  Main  Street. 
He  feels  that  sociology  and  science 

Howard  Stein 


and  psychology  are  more  important 
than  economics,  because  the  for- 
mer are,  you  might  say,  primary, 
whereas  the  latter  is  secondary.  As 
a  token  he  has  already  moved 
Dreyfus  from  lower  Manhattan  to 
luxurious  new  offices  uptown. 

Stein  first  chose  as  an  adminis- 
trative head  Robert  Price,  New 
York  Mayor  John  Lindsay's  former 
Deputy  Mayor.  Price  resigned  and 
has  been  succeeded  by,  of  all  peo- 
ple, a  former  publisher  of  Life  mag- 
azine, Jerome  Hardy.  Hardy's  job 
is  to  oversee  everything— except  in- 
vestments. "I  leave  the  portfolio 
decisions  to  Stein,"  Hardy  explains. 

In  addition  to  its  $2.2-billion 
flagship  fund,  Dreyfus  now  has  a 
leverage  fund,  several  ofi^shore 
funds,  a  joint  venture  with  Marine 
Midland  Bank  and  has  a  home- 
building  operation. 

The  question  remains:  Are  mag- 
azine publishers,  authors  and  sci- 
entists any  use  in  running  financial 
institutions?  Already  well  steeped 
in  the  Howard  Stein-Dreyfus  mys- 
ti(jue,  Jerome  Hardy  answers:  "This 
is  a  wonderful  board.  Our  new  di- 
rectors can  give  us  an  understand- 
ing of  what  is  going  on  in  a  radical- 
ly changing  society.  Can  anyone 
doubt  that  great  political  and  social 
events  aHect  underlying  security 
values?  That  they  certainly  affect 
them  as  much  as  economic  factors 
typically  studied  by  traditional  se- 
curity analysis?  Take  the  long-pre- 
dicted unavoidable  upsurge  in 
home-building.  Political  considera- 
tions will  play  the  most  important 
role  in  its  timing." 

Warming    to    his    topic,    Hardy 

Jonas  Salk 


Jerome  Hardy 

makes  an  assertion  that  will  bring 
comfort  to  every  liberal  arts  gradu- 
ate: "Well-rounded  people  make 
better  investment  decisions  than 
narrow  people  with  the  same  tech- 
nical skills.  They  can  better  antici- 
pate what  will  happen.  Our  ana- 
lysts will  benefit  tremendously  if 
we  expose  them  to  insights  that 
they  can't  get  from  narrow  trade 
journals." 

Forbes  pushed  him  to  be  a  bit 
more  specific.  How  would  Senator 
McCarthy's  wife  help? 

"Not  on  particular  investments," 
Hardy  answered,  adding  that  the 
same  would  be  true  of  the  other 
new  directors.  "But  Abigail  Mc- 
Carthy was  chosen  on  her  own 
merits.  She's  very  active  in  church 
and  women's  groups  and  will  pro- 
vide perspective  there.  She's  not 
close  to  the  very  militant  women's 
lib  types,  but  she's  aware  of  what's 
going  on  there." 

And  Dr.  Salk?  "As  the  discovery 


Bill  Moyers 
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18,000  Units 
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'  Fidelity  Mortgage  Investors 


$18,000,000  7y4%  Convertible  Subordinated  Debentures 

Due  December  1,  1985 

With  Warrants  to  Purchase  144,000  Shares  of  Beneficial  Interest 

Offered  only  in  Units,  each  consisting  of  $1,000  principal  amount  of 
Debentures  and  Warrants  to  purchase  eight  Shares  of  Beneficial  Interest. 


Price  $1,000  per  Unit 


Copies  oj  lite  Prospectus  may  be  obtained  in  any  State  jrom  only  such  oj  the  undersigned 
as  may  legally  offer  these  securities  in  compliance  with  the  securities  laws  oj  such  State. 


Bear,  Stearns  &  Co. 

E.  F.  Hutton  &  Company  Inc. 


Walston  &  Co.,  Inc. 
Clark,  Dodge  &  Co. 

Incorpormted 

W.  E.  Hutton  &  Co. 


Dominlck  &  Dominick, 

Incorporated 

Ladenburg,  Thalmann  &  Co. 


G.  H.Walker  &  Co. 

Incorporated 

Estabrook  &  Co.,  Inc. 


Shearson,  Hammill  &  Co.  Shields  &  Company 

Incorporated  Incorporated 

Bateman  Eichler,  Hill  Richards  J.  C.  Bradford  &  Co. 

Incorporated  Incorporated 

Faulkner,  Dawkins&  Sullivan    H.  Hentz&Co.    Rauscher  Pierce  Securities  Corporation 

SccurlllM  Inc. 

Thomson  &  McKinnon  Auchincloss  Inc. 


T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  IMC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I    T,  Rowe  Price  Growth  Stock  Fund,  Inc. 

iOne  Charles  Center.  Oept.B 
Baltimore,  Md.  21201  Phone  (301)  539-1992 

I  Hime 

IAddrlll 
7.D 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND, 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 

Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 

Name^ 


Address. 
City 


_State_ 


Zip  Code. 


The  Funds 


of  the  atomic  bomb  changed  the 
poHtical  world,  so  the  breakthrough 
in  biological  science  where  man 
can  guide  and  direct  his  own  evolu- 
tion will  have  an  even  greater  ef- 
fect. This  will  touch  every  person 
in  a  way  the  bomb  never  did.  Salk 
feels  strongly  about  the  divisions 
between  men  of  science  and  men 
of  affairs.  He  wants  the  men  of 
affairs  more  aware  of  the  great  re- 
sponsib.aties  that  will  be  dropped 
into  their  laps  in  a  very  few  years." 

Moyers,  as  author  of  the  newly 
published  Listening  to  America 
and  as  a  man  well-connected  polit- 
ically, should  also  be  in  touch  with 
the  world  of  politics  and  potential 
legislation,  Hardy  says.  So  should 
new  director  Alan  Greenspan,  econ- 
omist and  consultant  to  the  Nixon 
Administration. 

Forbes  reminded  Hardy  what 
the  money  manager  had  remarked 
about  Dreyfus'  new  directors:  that 
they  were  great  people  but  unlikely 
to  be  useful  in  investment  decisions. 
We  remarked,  too,  that  any  intel- 
ligent, educated  investor  reading 
the  better  newspapers,  books  and 
magazines  could  pick  up  all  he 
needed  to  know  for  investment  de- 
cisions about  what  is  happening  in 
our  society. 

Hardy's  answer  was  that  there 
is  a  world  of  difference  between 
reading  something  and  hearing 
about  it  firsthand.  "Recently,"  he 
says,  "two  prestigious  personalities 
told  our  people  that  Russia  was 
going  to  try  using  trade  to  establish 
the  kind  of  influence  in  Western 
Europe  that  it  had  failed  to  achieve 
by  political  means.  If  you  don't 
think  that  could  affect  investment 
values,  you're  just  not  paying 
attention." 

Impressed  but  unconvinced, 
Forbes  recalled  an  incident  involv- 
ing the  same  young  money  man- 
ager who  had  questioned  the  use- 
fulness of  Dreyfus'  new  board.  The 
young  man  had  become  aware  that 
his  wife  was  wearing  mostly  pant- 
suits.  He  asked  himself  who  would 
be  hurt  by  the  trend  to  pants. 
"Pantyhose  manufacturers!"  he  told 
himself  and  went  and  sold  his  liold- 
ings  in  a  pantyhose  company.  The 
stock  dropped  15%. 

Will  all  its  great  directors  en- 
able Dreyfus  to  do  a  better  job 
than  that  in  translating  social  and 
political  events  into  smart  invest- 
ment decisions? 

Ask  us  in  1975.  ■ 
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CELT.  .  . 

on  professional  investment 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  and  around  the  world  have  turned  to  Roger 
E.  Spear's  Decision  Management  Plan  to  direct 
their  capital  gains  program.  And  no  wonder  .  .  . 

With  more  than  40  years  of  investment  experience, 
coupled  with  advanced  computer  technology  and  o 
large,  expert  research  staff,  the  Decision  Manage- 
ment Plon  represents  the  complete  investment 
service  for  your  portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  con  give  you  professionol 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
date  has  proved  particularly  helpful  in  achieving 
conservative  capital  growth  for  investors  with 
capital  ranging  from  $10,000  up  —  men  and 
women  who  appreciate  the  risks  and  seek  the  re- 
wards of  o  professioflally-monaged  common  stock 
portfolio. 

V/ith  our  compliments:  "Declare  Your  Own  Divi- 
dends"—  a  32-page  fact-filled  booklet  describing 
how  the  Decision  Management  Plan  con  help  you. 


SPEAR  &  STAFF,  INC. 
Dept.  MF-115 

Invettment  Manogemttnt  Division 
Bobion  Park.  Moil.  02157 


MONEY 
GROWS 
FASTER 
IN  MEXICO 


Contact  us  for  information  on 
Mexican  investment  opportunities. 
Supervised  accounts  offer 
unusual  possibilities  for  capital 
growth  or  secure  monthly  income 
at  rates  in  excess  of  what  may 
now  be  available  to  you.  At  no 
obligation,  write:  E.  C.  Latham, 
President,  Mexletter  Investment 
Counsel,  Hamburgo  165, 
Mexico  6,  D.  F.,  Mexico. 

MEXLETTER 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


All  are  needed  by  each  one.  Noth- 
ing is  fair  or  good  alone. 

—Ralph  Waldo  Emerson 


We  thoroughly  enjoy  the  work  of  a 
man  only  if  the  enjoyment  of  his 
work  can  be  allied  with  respect  and 
love  for  the  man. 

—Hans  Margolius 


Unless  you  make  allowances  for 
your  friend's  foibles,  you  betray  your 
own.  — PuBLiLius  Syrus 


The  thing  most  people  want  is 
genuine  understanding.  If  you  can 
understand  the  feelings  and  moods 
of  another  person,  you  have  some- 
thing fine  to  offer.  —Paul  Brock 


Be  not  disturbed  at  being  misun- 
derstood; be  disturbed  rather  at  not 
being  understanding. 

— CmNESE  Proverb 


Each  of  us  is  a  little  lonely,  deep 
inside,  and  cries  to  be  understood. 

—Leo  Rosten 


In  life  we  shall  find  many  men  that 
are  great,  and  some  that  are  good, 
but  very  few  men  that  are  both  great 
and  good.  —Caleb  Colton 


Those  who  think  nobly  are  noble. 

—Isaac  Bickerstaff 


To  dispense  with  ceremony  is  the 
most  delicate  mode  of  conferring  a 
compliment. 

—Edward  Bulwer-Lytton 


Those   who   do   not   complain   are 
never  pitied.  -Jane  Austen 


I  have  yet  to  find  a  man,  whatever 
his  situation  in  life,  who  did  not  do 
better  work  and  put  forth  greater  ef- 
fort under  a  spirit  of  approval  than  he 
ever  would  do  under  a  spirit  of  criti- 
cism. —Charles  M.  Sc;hwab 


Integrity  is  praised,  and  starves. 

—Juvenal 


Only  a  strong  tree  can  stand  alone. 
—Arnold  Glasow 


B.  C.  FORBES 

The  deep-down  desire  to 
stand  tvell  tvith  our  fellotvs,  this 
laudable  hunger  to  ivin  the 
public's  "ivell  done,  good  and 
faithful  servant,"  is  inherent  in 
every  normal  human  soul.  We 
may  flout  it  when  ive  are  young 
or  even  in  our  prime,  but  when 
we  begin  to  cast  up  our  life's 
reckoning,  we  cannot  ignore  it. 
We  then  realize  that  this  is  one 
of  the  things  that  count,  one  of 
the  things  really  worth  while, 
this  esteem  and  good  will  of 
our  brother  mortals,  and  the 
knowledge  that  we  have  sin- 
cerely tried  to  earn  it. 


Respect  a  man,  he  will  do  the  more. 
—James  Howell 


They    that    value    not    praise    will 
never  do  anything  worthy  of  praise. 

—Thomas  Fuller 


I  do  not  like  the  man  who  squan- 
ders life  for  fame.  —Martial 


We  sometimes  imagine  we  hate 
flattery,  but  we  only  hate  the  way  we 
are  flattered.       —La  Rochefoucauld 


Minds  are  cluttered  from  the  age  of 

six  with  the  values  of  others— values 

which  bear  little  relation  to  their  own 

private  capacities,  needs  and  desires. 

— Marya  Mannes 


There  is  more  to  life  than  increasing 
its  speed.  — Mahatma  Gandhi 


To   understand   and   to  be   under- 
stood makes  our  happiness  on  earth. 

—German  Proverb 


Mankind  differ  in  their  notions  of 
happiness;  but  in  my  opinion  he  truly 
possesses  it  who  lives  in  the  anticipa- 
tion of  honest  fame,  and  the  glorious 
figure  he  shall  make  in  the  eyes  of 
posterity.  —Pliny  the  Younger 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
noiv  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  Neiv  York  City,  6%.) 


A  Text . . . 


Sent  in  by  Rufus  C.  Alley.  Lex- 
inRlon.  Ky.  What's  vour  favorite 
text?  The  Forbes  Scrapbooii  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


This  is  the  way,  walk  ye  in  it. 

-Isaiah  30:21 
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Start  smoking  Lark. 
You  see,  modern  science  uses  a 
special  type  of  charcoal  to  clean 
air  Lark's  Gas-Trap  filter  is  made 
from  the  same  type  of  charcoal  to 
clean  cigarette  smoke. 
This  is  because  most  of  cigarette 
smoke  is  gas.  And  certain  of  these 
gases  are  harsh  tasting.  These 
gases  can  give  cigarettes  a  taste 
that's  downright  smoggy. 

What  about  Lark?  Well,  thanks 
to  its  special  charcoal  granules 


our  Gas-Trap  filter  is  specially  good 
at  reducing  these  gases.  How  good? 
Better  than  any  Other  Popular  Brand.j 
bar  none. 

So  stop  smoggy  taste.  And  start 
smoking  Lark. 

If  you  like 
the  taste  of  gas 
•||  hate 
taste  of  Lar> 


Mathematics  of  a  recession 
—and  of  its  cure 


6URLIN6AME 

JAN  26  1971 

UBRARy 


Wage  increases  including  fringes,  U.S.,  1969        7.3% 
Productivity  increase  1  .0% 

Unit  labor  costs  increase  (prices  always  follow)     6.3% 


And  so  —  as  always  —  the  public  refuses  to  pay  the  prices  inflated  by  un- 
earned wage  increases,  and  —  as  always  —  fewer  sales  mean  fewer  jobs. 

The  cure? 

There  never  has  been  a  time  when  improved  values  didn't  improve  sales. 

200  million  Americans  want  more  things  (don't  you?).  200  million 
Americans  have  money  (look  at  savings  statistics).  200  million  Americans 
will  spend  their  money  when  (but  only  when)  the  quality  and  quantity  are 
worth  the  price  —  i.e.  value. 

Our  business  is  helping  companies  modernize,  to  improve  the  value  they 
offer.  The  modern  machines  we  make  can  cut  your  costs  so  impressively 
that  you  can  cut  the  prices  of  what  you  sell  while  still  improving  quality. 
That  is  value,  and  that  is  what  Americans  will  always  buy. 


The  Warner  &  Swasey  Computer  Utilized  Turning 
System,  or  CUTS,  offers  dramatic  savings  in  program- 
ming their  numerically  controlled  turning  machines. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


"The  Chairman  just  told 
me  our  biggest  competitor 
raised  their  net  7%  by  using 

commodity  futures. 
"There  goes  my  weekend!' 


The  word  is  getting  around. 

More  and  more  companies  are  using 
futures  as  a  management  tool. 

Yet  many  corporate  executives- 
even  ones  who  are  highly  sophisticated 
in  other  areas -still  think  of  futures  as 
a  speculator's  game. 

The  truth  is,  it's  all  in  how  you  use 
them.  That's  where  we  come  in.  We're 
equipped  to  help  you  use  futures  in  a 
sensible,  businesslike  way.  Just  as  you 
use  cost  accounting  or  any  other  man- 
agement tool. 

Here's  a  quick  rundown  on  some  of 
the  ways  your  company  might  gain  by 
using  futures. 


^ 


How  futures  may  help  you  cut  your 
procurement  costs  by  5  to  15  per- 
cent a  year. 


Without  futures,  there's  very  little 
you  can  do  to  protect  yourself  from 
higher  commodity  prices. 

You  can  try  to  step  up  buying  when 
prices  seem  low.  But  lack  of  storage 
space  and  working  capital  requirements 
limit  the  amount  you  can  buy.  In  some 
Hnes,  you're  also  limited  by  suppliers 
who  won't  sell  when  prices  are  low. 


With  futures,  it's  a  different  story. 
You  don't  need  any  storage  space.  And 
you  don't  tie  up  nearly  as  much  of  your 
working  capital.  (You  can  buy  or  sell  fu- 
tures on  a  margin  of  only  about  10  per- 
cent. And  most  of  that  can  be  in  the 
form  of  Treasury  Bills  on  which  you 
continue  to  collect  interest.)  Finally, 
there's  almost  never  a  shortage  of  sell- 
ers in  the  futures  market. 

Think  what  all  that  means.  Instead 
of  being  at  the  mercy  of  the  market, 
you  can  take  the  initiative  and  buy  fu- 
tures whenever  you  think  the  price  is 
right.  Then  if  prices  go  up,  you  can  sell 
them  at  a  profit. 

You'll  still  pay  more  for  the  actual 
commodity.  But  you'll  have  an  addi- 
tional profit  to  offset  your  additional 
cost. 

But  what  if  prices  go  down?  In  that 
case,  you'll  lose  money  when  you  sell 
your  futures.  But-and  this  is  a  critical 
point-the  futures  loss  will  be  just 
about  offset  by  the  lower  prices  you'll 
pay  when  you  buy  the  commodity. 

In  any  event,  futures  enable  you,  in 
effect,  to  lock  in  what  you  decide  is  a 
good  price  months  before  you  need  the 
actual  commodity.  That  makes  it  a  lot 
easier  to  plan  ahead  and  establish  re- 
alistic price  schedules. 


How  futures  can  help  your  company 
do  a  better  job  of  inventory  control 
and  marketing. 


When  you  carry  a  big  commodity 
inventory  to  feed  your  production  proc- 
ess, you're  also  shouldering  a  heavy 
price  risk.  A  plunge  in  commodity 
prices  could  put  you  at  a  severe  com- 
petitive disadvantage. 

Properly  used,  futures  can  help  pro- 
tect you  from  that  risk.  Whenever  your 
judgment  tells  you  that  prices  are 
headed  down,  you  can  sell  futures 


against  your  inventory.  If  prices  do  fall, 
you  can  earn  a  profit  by  buying  futures 
at  the  new,  lower  levels.  The  profit  will 
probably  be  large  enough  to  offset  your 
loss  on  the  inventory. 

That  same  technique  may  help  you 
in  marketing.  You  can  use  it  if  you  sell 
one  of  the  51  commodities  that  have  a 
futures  market.  Or  if  the  price  of  your 
product  moves  in  step  with  the  price 
of  a  traded  commodity. 

When  you're  in  one  of  those  posi- 
tions, futures  enable  you,  in  effect,  to 
lock  in  what  you  decide  is  a  good  sell- 
ing price  —  even  before  your  product  is 
ready  for  market. You  do  this  by  selling 
futures  whenever  you  feel  prices  are 
attractive.  If  prices  then  fall,  the  profit 
you  earn  on  your  futures  will  help  to 
offset  any  drop  in  your  sales  income. 
The  net  effect  would  be  to  raise  the 
average  selling  price  of  your  product. 


We  can  help  you  get  started.  With 
our  new  booklet.  And  with  a  lot 
more. 


We've  just  put  out  a  new  booklet 
called  The  Hedger's  Handbook.  We 
think  you'U  find  it  an  eye-opener  when 
it  comes  to  using  commodity  futures 
in  corporate  management. 

When  you're  ready  to  move,  our 
Commodity  Account  Executives  can 
help  you  analyze  your  situation.  TeU 
you  whether  or  not  you  should  be 
using  futures.  And  help  you  set  up  a 
detailed,  year-round  program  tailored 
to  your  needs. 

To  get  your  copy  of  The  Hedger's 
Handbook- or  just  to  talk  about  using 
futures  -  contact  Paul  H.  Franklin, 
Vice  President  and  Director  of  our 
Commodity  Division.  Call  (212)944-1212. 
Or  v/rite  to  him  at  Merrill  Lynch, 
Pierce,  Fenner  &  Smith  Inc.,  70  Pinef 
Street,  New  York,  N.Y  10005. 


Merrill  Lynch  Services  for  Management 


COMPANY  INDEX 
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AS  OF  DECEMBER  31, 1970 


ASSETS 

Cash  and  Due  from  Banks $1,151,978,500 


U.S.  Government  Securities  .  . 
State  and  Municipal  Securities 
Other  Securities 


Trading  Account  Securities 

(lower  of  cost  or  market  value) 


403,799,500 

362,980,800 

47,957,900 
814,738,200 


122,019,500 


Loans 2,397,991,100 


Federal  Funds  Sold 

Customers'  Liability  for  Acceptances 
Banking  Premises  and  Equipment  . . . 
Other  Assets 


10,850,000' 
70,613,600 
78,670,300 
85,539,700 


TOTAL  ASSETS $4,732,400,900 


LIABILITIES  &  CAPITAL  ACCOUNTS 

Deposits: 

Demand    $1,945,234,200 

Savings 168,462,500 

Time    692,630,500 

Overseas  Offices    817,835,400 

Total    3,624,162,600 

Funds  Borrowed 59,310,600 

Federal  Funds  Purchased 
and  Securities  Sold  under 

agreement  to  repurchase    462,392,200 

Acceptances  Executed  less  those 

held  for  Investment 71,165,000 

Accrued  and  Deferred  Income  Taxes  .  25,929,200 

Unearned  Income    16,107,900 

Accrued  Expenses  and 

Dividends  Payable 37,741,100 

Other  Liabilities 20,021,400 

Total   Liabilities    4,316,830,000 

Reserve  for  Possible  Loan  Losses 55,617,200 

Capital  Accounts: 

Capital  Stock 80,000,000 

Surplus    170,000,000 

Undivided  Profits 84,279,600 

Reserve  for  Contingencies 25,674,100 

Total  Capital  Accounts 359,953,700 

TOTAL  LIABILITIES  & 

CAPITAL  ACCOUNTS $4,732,400,900 


The  First  National  Bank  of  Boston  /  Consolidated  Statement  of  Condition  covering  all  Offices,  Overseas  Branches 
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Side  Lines 


Horatio  Alger  Jr. 


Weep  Not  for  Horatio 

We  have  to  take  issue  with  a  recent  article  in 
The  New  York  Times.  On  Jan.  10,  page  27  of 
the  special  National  Economic  Review,  the 
Times  carried  an  article  headlined:  "  'The  Ho- 
ratio Alger  Thing  Is  Dead.'  "  The  burden  of  the 
story  was  that  the  rags-to-riches  dream  no  long- 
er moves  American  youth.  The  prize,  to  them, 
was  no  longer  worth  the  struggle. 

We'd  like  to  report  to  the  Times  that  Horatio 
Alger  is  alive  and  well  and  living  right  in 
these  United  States.  Bearded  instead  of  clean- 
shaven, perhaps.  No  longer  exclusively  Anglo- 
Saxon,  to  be  sure.  As  likely  a  political  liberal 
as  a  political  conservative.  But  dead?  Never. 

Read  our  lead  story  on  page  15.  Here's  a  33- 
year-old  shoe  company  executive  without  a  penny  of  capital  who  fig- 
ures a  way  to  get  control  of  a  $44-million  company.  How?  By  hard 
work  and  hard  thinking. 

Our  cover  story  is  about  the  Marriott  family  of  hotel  and  restaurant 
fame.  Who  made  the  Marriott  company  the  hottest  thing  in  its  field? 
A  young  man  did,  son  of  the  founder,  who  was  32  when  he  became 
president  and  is  only  38  now.  Did  Bill  Marriott  Ji'.  liave  to  work  hard? 
Of  course  not.  But  he  had  that  old  drive. 

One  of  our  senior  editors,  Robert  Flaherty,  37,  is  a  member  of  the 
Harvard  Business  School  Class  of  1961.  When  Bob  goes  to  his  tenth  re- 
union this  June,  he  will  rub  shoulders  with  three  class  members  who 
are  millionaires  already.  Average  age:  36.  And,  Bob  says,  "1961  was  not 
an  especially  vintage  year  for  millionaires  at  the  'B'  School." 

The  list  is  long.  The  first  New  York  Stock  Exchange  firm  to  go  pub- 
lic, Donaldson,  Lufkin  &  Jenrette,  was  started  from  scratch  only  12  years 
ago  by  three  men,  the  oldest  of  whom  is  even  now  only  41.  Leasco's 
Saul  Steinberg,  whom  we  wrote  about  in  our  last  i.ssue  (Jan.  15,  p.  14), 
at  28  had  already  built  a  big  company,  saw  it  get  into  trouble  and  now 
at  the  ripe  age  of  31  is  trying  for  a  comeback. 

The  biggest  recent  success  in  the  magazine  business  is  New  York, 
the  sophisticated  and  successful  weekly,  which  was  nurtured  by  42- 
year-old  Clay  Felker. 

We  could  go  on  and  on,  but  we  suspect  we  know  what  some  of 
you  are  thinking:  that  all  these  Horatio  Algers  are  over  the  Great  Di- 
vide; they're  past  30.  They  don't  represent  the  nciv  younger  genera- 
tion. We  don't  buy  that,  though.  The  world  is  changing  fast,  but  not 
that  fast.  If  the  generation  that  marched  into  the  business  world  in 
the  early  Sixties  still  contained  its  entrepreneurs  and  achievers,  we  sus- 
pect that  the  generation  of  the  Seventies  will,  too.  We're  practically 
willing  to  guarantee  it. 

We  recently  had  occasion  to  talk  with  a  28-year-old  money  man- 
ager, a  fellow  from  a  poor  family  who  had  worked  his  way  through 
Columbia.  He  had  been  washed  out  of  his  job  in  last  year's  crash  and 
was  eking  out  a  living  as  best  he  could.  Someone  told  him  about  a 
$25,000  job  outside  the  money  management  field  that  was  right  up 
his  alley.  Do  you  know  what  he  did?  He  said  he  wasn't  interested.  "I'm 
going  to  make  a  comeback  in  money  management,"  he  said.  "I'm  going 
to  make  it  big  or  not  at  all."  If  that  isn't  the  old  entrepreneurial  spirit 
then  what  is? 

The  question  was:  Is  Horatio  Alger  dead? 

We  rest  our  case.  ■ 


Business  Tax 

Climate 
in  New  York: 
Fair  &  Clear! 


Governor  Rockefeller  believes  strongly 
that  economic  growth  is  the  indispens- 
able ingredient  of  aU  progress. 

He  says:  "It  is  the  purpose  and  poUcy 
of  my  administration  to  improve  the 
business  chmate  so  as  to  generate  eco- 
nomic growth— more  business,  more 
profits,  more  payrolls  and  more  jobs." 

The  newest  tax  benefit  for  business  in 
New  York  is  a  corporate  tax  reduction 
of  one  percent  of  your  investment  in 
new,  expanded  or  modernized  manu- 
facturing or  research  faciUties.  For  ex- 
ample: a  S 1 00,000  tax  saving  on  a  $  1 0 
million  investment.  (In  New  York 
there  is  NO  state  or  local  tax  on  per- 
sonal property,  such  as  machinery, 
equipment  and  inventories.) 

More  than  7,700  major  new  plants  and 
major  industrial  additions  have  been 
built  in  New  York  State  in  the  past  12 
years.  One  good  reason  is  that  the  rate 
of  business  tax  collections  has  gone  up 
much  less  in  New  York  State  since 
World  War  II  than  in  any  other  major 
industrial  state. 

In  New  York,  the  increase  was  298% . 
The  average  for  all  states  was  556%. 
Michigan  had  the  highest  increase, 
1 ,947  % .  Connecticut,  New  Jersey,  lUi- 
nois  and  California  all  had  higher  than 
average  increases. 

We  invite  comparisons.  Find  out  how 
state  and  local  taxes  in  New  York  com- 
pare with  those  in  other  industrial 
states.  Attach  coupon  to  your  letter- 
head and  mail  today. 


Commissioner  Neal  L.  Moylan 

New  York  State  Department  of  Commerce 

112  State  Street  (Room  444) 

Albany,  New  York  12207 

Dear  Mr.  Moylan: 

Please  mail  to  me  at  once,  free  of  charge 
and  with  no  obligation  on  my  part,  brochures 
on  tax  advantages  for  business,  plant  financ- 
ing and  industrial  location  services  in  New 
York  State. 


NAME. 
TITLE. 
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ADDRESS. 
CITY 


STATE. 
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Trends 

&  Tangents 


BUSINESS 


On  the  Track 

Eight-track  cartridge  tapes  will 
account  for  nearly  80%  of  the  tape 
market  this  year.  According  to  Am- 
pe.x  Corp.,  the  largest  producer  of 
prerecorded  tape,  the  market  for  all 
forms  of  tape  will  again  grow  faster 
than  phonograph  records  in  1971, 
when  they  will  account  for  one- 
third  of  all  prerecorded  music  sales. 
The  phenomenal  growth  of  tape 
cartridges  in  the  last  five  years  is 
attributed  to  their  use  in  automo- 
bile stereo  systems. 

You  Scratch  Our  Back  .  .  . 

Travelers  used  to  paying  $1  per 
$100  for  travelers'  checks  (the  go- 
ing rate  at  American  Express,  First 
National  Cit\'  and  Bank  of  Amer- 
ica) will  soon  be  able  to  get  them 
charge-free.  British  banking  giant 
Barclays  Bank  Ltd.,  already  well 
established  in  California  and  now 
expanding  in  New  York,  is  offer- 
ing its  travelers'  checks  at  no 
charge.  But  Barclays  is  not  con- 
stitutionally opposed  to  profit.  The 
real  profit  in  travelers'  checks  comes 
not  from  the  initial  charge  but  from 
the  interest-free  "float"  available  to 
the  issuer  until  the  checks  are 
cashed.  With  big  issuers,  this  float 
often  amounts  to  hundreds  of  mil- 
lions of  dollars.  Barclays  hopes  to 
make  its  checks  available  not  only 
through  its  own  branches  but  also 
through  travel  agents. 

Charged  Up 

The  9.5%  growth  rate  predicted 
for  electric  vehicles  used  in  indus- 
trial plants  will  mean  a  boost  in 
revenue  growth  for  the  utilit>'  in- 
dustry, too.  The  vehicles,  fork-lift 
trucks  and  the  like,  are  recharged 
mainly  during  oft-peak-load  hours. 
There  are  currently  some  225,000 
electrically  powered  industrial 
trucks  in  operation,  representing 
about  6.8  billion  kilowatt-hours  a 
year  to  the  electric  companies. 

Necessity  Begefs  .  .  . 

If  President  Nixon  can't  get  a  let- 
ter to  Pennsylvania  in  less  than  a 
week,  what  happens  to  ordinar\' 
mail?  That  depends  on  whether 
you  use  the  U.S.  Post  Office  or  the 
private  mail  services  beginning  to 

\. 


offer  overnight  delivery  of  priority 
mail.  One  of  the  largest,  American 
Courier  Corp.,  is  expanding  its  ser- 
vice to  include  not  only  banks  but 
publishing  houses,  advertising  agen- 
cies and  brokerage  and  similar  firms 
that  need  12-hour  mail  deliver\\ 
Charging^  on  a  bulk,  monthly  or  in- 
dividual basis,  the  company  al- 
ready moves  some  $5  billion  in 
bank  checks  and  other  financial  in- 
struments per  night  on  weekdays. 

Charge  It 

The  electrostatic  spraying  tech- 
nique used  to  spray  paint  on  auto- 
mobiles may  soon  be  used  to  spray 
crops.  In  electrostatic  spraying,  the 
paint  molecules  are  given  an  elec- 
trical charge  which  attracts  them 
to  the  nearest  uncharged  object. 
But  to  use  this  system  to  spray 
from  the  aii-  formerly  required  that 
a  dangerous  ground  wire  be  trailed 
from  the  plane  in  order  to  com- 
plete the  electrical  circuit.  Electro- 
GasDynamics  of  New  York  recent- 
ly announced  successful  testing  of 
a  device  that  eliminates  the  ground 
wire  by  charging  the  entire  plane 
instead  of  just  the  cargo.  It  is  ex- 
pected that  reduction  in  the 
amount  of  pesticide  requiied  to 
spray  a  field  will  lessen  the  hazard 
of  pesticide  pollution.   ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
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READERS  SAY 


Going  fo  fhe  Dogs? 

Sm:  You  reported  (Fact  ir  Comment, 
Jan.  1 ),  "someone  told  me  . .  .  artificial 
grasses  .  .  .  can't  take  .  .  .  canine-refined 
HjO.'"  Our  Tartan  Turf  can  take  all 
kinds  of  dog  activity.  We  [have]  com- 
pleted the  world's  first  complete  dog 
track  made  of  our  artificial  grass. 

—James  F.  Hicgixs 

Department  Manager, 

Recreation  &  Athletic  Products 

Minnesota  Mining  &  Mfg. 

St.  Paul,  Minn. 

Sir:  . .  .  the  chemical  formula  for  the 
dog-modified  water  is  misstated.  It  is 
projjerly  written  as  K»P. 

— Theodor  Teimer  Jr. 
Willcox,  Ariz. 

How  Come? 

Sm;  Let  us  assume  that  your  state- 
ment in  the  Jan.  1  Forbes  (Fact  ir  Com- 
ment) that  only  a  small  proportion  of 
those  collecting  unemployment  insurance 
compensation  are  unwilling  to  work  is  a 
fact,  .\nothcr  accepted  fact  is  that  a  large 
proportion  of  unemployed  are  among 
the  unskilled  and  the  uneducated.  Then 
how  come  it  is  so  difficult  to  get  anyone 
to  do  the  simple  labor  tasks,  such  as 
cleaning,  laundr>-,  lawn  mowing  and  any 
number  of  other  unskilled  chores? 

— S.  Cutler 
Miami  Beach,  Fla. 

Scalping 

Sir:  The  caption  ("A  Ticket  Scalper 
. .  ." )  to  a  photograph  accompanying 
your  recent  article  on  professional 
basketball  ( "The  Richest  Graveyard" 
Forbes,  Nov.  15,  1970)  contains  the  .se- 
rious allegation  that.  "Most  scalper  tick- 
ets come  from  the  Garden's  own  ticket 
agents  who  hold  back  up  to  1,000  good 
seats  a  game."  The  caption  continues  as 
follows:  "The  scalpers  pay  a  $1  premium 
per  ticket,  and  sometimes  also  split  a 
game's  take  with  key  ticket  agents.  Gar- 
den management  dismisses  scalping  as  a 
'police  matter.'  " 

The  unauthorized  sale  of  tickets  to 
Madison  Square  Garden  events  is  a  mat- 
ter of  grave  concern  to  Garden  manage- 
ment and  has  caused  us  to  expend  much 
time  and  money  in  an  effort  to  combat 
such  practices.  Such  practices,  unfortu- 
nately, have  caused  continuing  problems 
for  our  management  and  for  the  man- 
agements of  other  sports  and  entertain- 
ment facilities  when  attractions  create 
ticket  demands  greater  than  the  capacity 
of  the  facility.  Far  from  dismissing  this 
problem  as  a  "police  matter,"  we  have 
from  the  start  of  our  operation  assigned 
uniformed  and  plainclothes  private  se- 
curity officers  to  prevent  such  sales  on 
our  premises  and  to  investigate  particu' 
lar  incidents  in  an  attempt  to  determine 
where  such  sellers  obtain  their  tickets.  In 
all  this  time,  in  no  instance  have  we  un- 
covered any  evidence  that  our  own  em- 


ployees or  agents  are  involved  in  mak- 
ing tickets  available  to  such  unauthor- 
ized sellers.  We  believe  that  such  sellers 
acquire  tickets  by  making  a  number  of 
purchases  by  mail  order  ( using  a  series 
of  assumed  names  and  addresses )  and 
by  hiring  a  number  of  people  to  pur- 
chase tickets  during  our  public  ticket 
sales,  and  we  have  recently  aided  the 
law  enforcement  authorities  in  prosecut- 
ing a  seller  who  employed  the  latter 
device. 

However,  the  illegal  seller  is  able  to 
operate  with  little  regard  for  the  current 
laws  since  present  procedures  call  for  the 
issuance  of  a  summons  for  violation  of 
the  applicable  statute  rather  than  physi- 
cal arrest.  Furthermore,  conviction  of 
violation  seems  to  result  only  in  a  mod- 
est fine  so  that  such  sellers  merely  re- 
gard the  summonses  they  receive  as  "a 
cost  of  doing  business." 

We  at  Madison  Square  Garden  will 
continue  our  investigations  and  continue 
the  private  policing  of  such  practices  on 
our  premises.  In  addition,  we  have  also 
determined  to  request  the  New  York 
State  Legislature  to  tighten  the  legal  re- 
strictions on  such  sales. 

In  the  last  analysis,  however,  and  de- 
spite all  of  our  own  continuing  efforts 
and  surveillance,  the  most  effective 
method  of  eliminating  or  "policing"  the 
illegal  ticket  seller  is  for  the  general  pub- 
lic 1 )  to  refuse  to  purchase  tickets  ex- 
cept from  the  box  office,  by  mail  order 
or  from  authorized  ticket  brokers  and 
2)  to  provide  us  with  any  information 
which  could  lead  to  conviction  of  such 
sellers. 

—Irving  Mitchell  Felt 

Chairman  &  President, 

Madison  Square  Garden  Corp. 

New  York,  N.Y. 

Public  Is  Better 

SiR:  As  a  former  [executive  of  a  pri- 
vate hospital  firm],  I  feel  qualified  to 
comment  on  the  quotations  attributed  to 
Mr.  [Robert  S.]  Goldsamt  ("Making 
Hospitals  Pay,"  Oct.  15).  I  don't  agree 
that  chain-operated  hospitals  are  the 
most  beneficial  thing  to  come  onto  the 
hospital  scene  in  the  last  hundred  years. 
They  do  bring  some  efficiencies  to  hos- 
pital management.  However,  in  their 
zealous  drumbeating  of  their  own  story, 
they  cover  up  the  fact  that  their  facil- 
ities provide  virtually  no  teaching  and 
no  research  activities,  and  if  the  typical 
nonprofit  hospital  were  to  have  its  ex- 
penses broken  out  by  these  .several  cat- 
egories, it  would  compare  much  more 
favorably  with  the  profit-making  hospi- 
tals. More  importantly,  I  believe  it  im- 
perative to  the  continued  good  health  of 
our  nation  that  there  be  teaching  pro- 
grams and  research  programs,  and  that 
some  provision  be  found  for  funding 
them  without  the  cost  being  borne  by 
the  patients  of  nonprofit-type  hospitals. 

The  nonprofit  hospitals  have  much 
room  for  improvement  but  come  in  for 
greater  than  warranted  criticism  because 
they  don't  successfully  combat  the  slick 
"P.R."  campaigns  of  the  chains. 

—Name  Withheld 
New  York,  N.Y. 


Money,  Not  Size 

Sir:  Your  point  that  the  largest  hous- 
ing builder  represents  less  than  2%  of 
the  output  "Is  the  Crisis  a  Catastrophe?" 
(Forbes,  Jan.  1)  is  of  particular  note. 
Rather  than  this  being  a  weakness,  it  ap- 
pears to  me  that  homel^uilding  is  the 
last  large  industry  in  which  several  large 
producers  do  not  dominate  the  supply 
of  its  product  thus  creating  a  product 
which  is  less  competitive,  built  with  con- 
trolled labor  and  monotonous  uniformity. 
Beyond  this,  the  major  weakness  of  the 
industry  is  not  its  inability  to  meet  the 
demand  for  its  product.  The  industry  is 
quite  capable  of  doing  this.  Its  weakness 
is  its  inability  to  obtain  the  supply  of 
long-term  funds  with  which  to  meet  this 
demand.  The  size  of  the  producer  is  not 
its  weakness.  Larger  producing  units 
faced  with  the  nonavailability  of  mort- 
gage funds  would  fare  no  better. 

—David  A.  Wolf 
Cincinnati,  Ohio 

Load  vs.  No-Load 

Sir:  Your  Dec.  15  issue  under  "The 
Funds"  points  out  that  a  sales  charge 
makes  no  difference  in  how  a  fund  per- 
forms, and  tlien,  in  referring  to  load 
funds  says:  "The  salesmen  don't  manage 
the  money;  they  only  bring  it  in."  May  I 
call  your  attention  to  the  following: 

First,  the  tremendous  growth  of  the 
mutual  fund  industry  has  been  due  pri- 
marily to  the  personal  sales  activity  of 
thousands  of  registered  representatives. 
Second,  most  individual  no-load  inves- 
tors were  first  introduced  to  and  edu- 
cated about  mutual  funds  by  salesmen. 
Third,  during  the  recent  recession  the 
no-loads  were  hurting  for  cash  flow.  Ask 
any  portfolio  manager  how  that  affects 
his  ability  to  perform.  Fourth,  the  rec- 
ords show  that  most  individuals  who  buy 
(or  sell)  mutual  funds  have  never  be- 
fore purchased  securities. 

When  writers  laud  the  no-loads,  they 
ignore  the  many  vital  family  financial 
functions  performed  at  the  point  of  sale, 
and  the  future  obligation  of  the  sales- 
man, which  more  than  justifies  the  load. 
— M.  Thomas  Long 
Registered  Representative, 
Mark  H.  Tunick  &  Co.,  Inc. 
Bala-Cynwyd,  Pa. 

The  Slipped  Disc 

Sir:  In  your  Jan.  1  issue,  the  article 
"Your  Aching  Back"  (Trends  6-  Tangents) 
discussed  the  book  The  Slipped  Disc  by 
Dr.  James  Cyriax.  I  have  not  been  able 
to  find  any  listing  of  this  book.  Can  you 
give  me  the  publisher's  name  or  tell  me 
how  I  can  acquire  it? 

-M.G.  Guyal 
St.  Louis,  Mo. 

The  book  is  due  to  he  published  in 
the  U.S.  in  April  or  May,  1971,  but  there 
is  no  information  yet  available  on  the 
U.S.  publisher.  The  British  publisher  is 
Gower  Press,  140  Great  Portland  Street, 
London  W.  1,  England;  the  price,  $5.04 
(plus  36  cents  for  sea  mail,  $2.16  by  air 
mail)—ET>. 
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On  paper,  he  was  indestructible. 


.Vothing  can  happen  to  a  giant.  But 
something  did. 

And  nothing  can  happen  to  your  company. 
But  something  might. 

The  difference  could  be  insurance 
with  CNA. 

Our  excess  coverages  offer  you  property 
and  casualty  protection  that  starts  where 
primary  coverages  stop.  <. 

Protection  not  so  much  against  the  things 
that  can  hurt  you,  as  against  the  disasters  that 
can  kill  you. 

CNA  is  able  to  write  this  coverage  for 
one  reason.  We're  good  at  it. 

We  should  be;  we've  been  doing  it  a  long 
time.  Recognizing,  analyzing 
and  rating  unusual  risks. 


,W 


We've  had  experience 
writing  both  business  umbrella    "iS^ 
policies  and  large  excess  manuscript  policies 
for  a  company's  specific  needs. 

We'd  like  to  do  it  for  yours. 

Contact  your  CNA  agent.  Or  write  to  us. 
Ask  about  excess  coverage. 

Because  some  things  can't  happen  in  a , 
million  years. 

Until  they  do. 

Have  it  your  way 

*'CN^Iinsurance 


'Wd 


'  m 


*'CNf<linstannce 
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DEPT   ieW2.310S   MICHIGAN  AVE     CHICAGO.  lU.  60604 

CONTINENTAL  CASUALTY  COMPANY 

.  AMERICAN  CASU/VLTY  COMPANY 

NATIONAL  FIRE  INSURANCE  COMPANY  OF  HARTFORD 

TRANSCONTINENTAL  INSURANCE  COMPANY 

TRANSPORTATION  INSURANCE  COMPANY 

VALLEY  FORGE  INSURANCE  COMPANY 

VALLEY  FORGE  LIFE  INSURANCE  COMPANY 

CNA  INVESTOR  SERVICES,  INCORPORATED. 


a'~OV\  entGfprfse 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


ANYWAY,   LET'S   HOPE  SO 

There's  a  not-unmerited  old  observation  that  the  stock  should  be  a  happy  augury  for  business  generally  in  the 

market's  ups  and  downs  usually  precede  by  six  months  or  last  half  of  this  year. 
^()  the  ups  and  downs  of  the  general  economy.  -If  1971  doesn't  turn  out  to  be  the  exception  that  proves 

So  the  burgeoning  of  stock  prices  during  recent  weeks  the  rule  (perish  the  thought!). 

SORRY  TO  BE  RIGHT  FOR  ONCE 


Three  months  ago  in  a  CMeveland  talk  and  in  interviews 
on  T\',  radio  and  with  the  press,  I  made  the  crepe-hanging 
()bser\ation  that  I  thought  unemplovTnent  then  was  far 
greater  than  statistics  indicated;  that  it  doubtless  exceed- 
<(1  6%  and  was  headed  even  higher.  I  asked  a  group  of 
that  city's  able  business  leaders  if  they  knew  of  any  com- 
pany including  their  owti,  that  had  not  been  and  in  fact 


was  not  still  cutting  payrolls  at  every  turn. 

I  don't  think  for  a  moment  that  the  currently  available 
grim  statistics  yet  reveal  the  full  extent  of  unemploy- 
ment levels. 

Some  of  our  fond  readers  are  fond  of  reminding  me  of 
ofttime  wrong  forecasts  by  yours  truly,  but  this  is  one  time 
I  was  right,  am  right  and  am  most  sorry  to  be  so. 


DEPRECIATE  DEPOLLUTION 


The  cost  of  it,  that  is. 

President  Xixon's  stepped  up  depreciation  rate  on  busi- 
ness equipment  provides  an  important  stimulus  for  the 
(•coiiom\.  Modernization  of  machinery  and  equipment  is  a 
cx)mpetitive  must  and  has  long  been  a  source  of  our  in- 
dustrial strength  at  home  and  abroad. 

The  President  or  the  Treasury  Department  should  speci- 
ficalK  include  the  same  more  rapid  write-off  for  the  enor- 


mous sums  that  so  many  businesses  are  now  and  must  soon 
be  spending  for  depollution.  There  is  no  longer  an  escape 
from  that  cost  for  living,  but  the  cost  of  accomplishing  it 
will  not  add  anything  to  productivity. 

The  dollar  value  of  enabling  the  customers  to  last  a  bit 
longer  won't  show  up  in  the  annual  audit  for  a  while. 

Prompt  promulgation  of  the  necessary  directives  is  very 
much  in  order. 


A   BIG  HAND 

It's  been  a  long  time  since  I've  felt  so  much 
like  applauding,  cheering  on  a  Big  Businessman 
for  courageous,  sense-making  public  outspoken- 
ness. All  of  us  bellow,  boil,  imprecate  at  home 
and  to  each  other  about  unfair  assaults  on  busi- 
ness by  public  officials  and  self-anointed  spokes- 
men for  assorted  segments  of  the  public.  Mostly, 
I  guess,  it's  wiser  for  corporations  to  ignore  as 
much  as  possible  outrageous  slings  and  arrows. 

But  this  silence  can  be  overdone. 

I  am  sure  those  of  you  who  read  the  comments 
of  AT&T's  John  D.  deButts,  Hi  Romnes'  No.  One  man. 


FOR  MR.   DEBUTTS 

Forbes'  last  issue  were  as  thrilled  as  I  was 
when  he  counterblasted  FCC  Commissioner  Nich- 
olas Johnson's  blasphemies  against  the  world's 
largest  free  enterprise  utility.  He  fact-zapped  one 
by  one  canards  against  what  Forbes  evaluates  as 
the  most  consistently  able  management  among  gi- 
ant businesses  anywhere. 

As  the  title  of  the  Forbes  article  pointed  out, 
AT&T  may  continue  to  be  a  target,  but  it  doesn't 
intend  to  be  a  sitting  duck. 

I  hope  more  managements  will  see  the  wisdom 
of  countering  iniquitous  assaults  by  speaking  up  and  out. 
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Lohengrin's  wedding  march  is  getting  awfully  familiar 
to  the  stockholders  of  Kayser-Roth.  But  before  the  knot 
gets  tied,  the  bridegrooms  keep  backing  off.  First  there 
was  Penn  Central,  but  that  spbtuation  was  lucky.  Next 
comes  the  engagement  and  subsequent  disengagement  with 


HERE  COMES  THE  BRIDE— AGAIN 

American  Brands.  Now  Borden  is  on  the  hook. 

It's  a  good  thing  Kayser-Roth  is  in  the  apparel  busi- 
ness so  they  can  get  the  manufacturer's  price  on  bridal 
dresses.  The  nearest  they  seem  to  get  to  the  altar  is  the 
alterations  department. 


Wouldn't  you  know  that  it  would  be  Litton  Industries 
that  would  go  to  the  ultimate  absurdity  in  "observing" 
SEC  regulations  against  touting  its  stock  while  a  new  issue 
is  pending.  I  don't  know  if  it  was  dumbness  or  craftiness  or 
thoughtfulness  that  prompted  their  CEO's  decision  to  hold 
the  Litton  annual  meeting  and  to  tell  the  stockholders  ab- 
solutely nothing.  Not  even  the  quarterly  earnings  ( it  even- 
tually developed  there  were  some) . 

The  SEC's  preclusion  of  a  company  artificially  whooping 
it  up  through  advertising,  press  releases,  officer  speeches 
and  other  drumbeating  aimed  at  inflating  demand  before 
a  new  stock  issue  makes  sense.  Going  to  the  opposite  ex- 
treme and  dropping  a  curtain  on  pertinent  corporate  infor- 
mation normally  due  at  normal  intervals  is  a  cop-out  that 
neither  the  SEC  nor  the  courts  should  encourage  or  con- 
done in  any  way  whatsoever.  The  crime  of  concealment 
from  investors  of  infoiination  equals  if  not  exceeds  that  of 
craftily  timed  revealment. 

Forbes  editors  and  reporters  constantly  bump  into  this 
bit  by  corporations— that  they're  in  registration  and  cannot 


WHO'S  KIDDING  WHOM? 

talk.  The  SEC  has  repeatedly  assured  Forbes  that  this  is 
not  SO;  that  companies  should  be  responsive  to  pertinent 
questions  from  the  business  press.  There's  a  whale  of  a  dif- 
ference between  attempting  to  plant  stock-boosting  propa- 
ganda and  responding  forthrightly  to  responsible  reporters. 

Sure,  legal  counsel  will  always  say  no  or  recommend  do- 
ing nothing  to  a  management  when  there's  any  possibility 
that  doing  or  saying  something  could  be  remotely  mis- 
construed. But  a  CEO  is  a  CEO  because  he  must  make  the 
final  decision  when  faced  with  conflicting  advice  and  fuzzy 
SEC  directives. 

It  takes  guts  as  well  as  brains  to  manage  a  major  cor- 
porate effort.  It  should  not  take  much  of  either  to  enable  a 
man  to  tell  the  difference  between  relevant  corporate 
truths  and  proscribed  stock-touting. 

If  the  SEC  has  to  clarify  this  ABC  again,  it  should 
promptly  do  so.  Too  many  managements  are  interpreting 
the  touting  regulation  as  an  excuse  for  doing  and  saying  too 
little  or  nothing  at  all  when  investors  are  entitled  to  know 
what's  going  on. 


HAPPY  TO  REPORT 


In  recent  months  I  have  had  occasion  to  be  in 
London  several  times  and  am  happy  to  report 
that,  despite  difficulties  and  differences  between 
Washington  and  London  on  numbers  of  things, 
there  is  growing  warmth,  affection  and  respect 
by  the  British  people  for  President  Nixon's  Am- 
bassador to  the  Court  of  St.  James,  Walter 
Annenberg. 

You  may  recall  that  at  the  outset  Mr.  Annen- 
berg was  subject  to  unusual  and  sometimes  vitup- 


WHEN  DEATH 

Funeral  directors  may  soon  join  barbers  in  bewailing 
the  prevailing  mores  of  today's  younger  generation. 

On  the  sensible  premise  that  funerals  are  for  the  living 
and  are  unlikely  to  be  a  matter  of  great  moment  to  the 
dead,  the  Now  generation  opts  for  quick,  clean  simplicity 
in  disposing  of  our  generation  when  we  are  dead— officially 
certified  as  such,  that  is. 


erative  criticism  for  a  number  of  irrelevant  or 
frivolous  or  political  reasons.  As  time  has  passed 
and  the  Ambassador  has  had  time  to  make  his 
mark  and  do  his  job  in  his  way,  he  has  begun  to 
win  a  valued  spot  in  the  regard  of  the  reserved 
British. 

The  American  business  community  will  and 
should  be  very  glad  of  it.  This  growing  rapport 
is  of  inestimable  value  during  this  difficult  time  of 
tense  negotiation  in  World  Trade. 


DO  US  PART 

Increasingly,  cremation's  the  thing.  Those  who  qualify 
can  be  described  as  having  gone  Up  in  smoke. 

The  passing  of  the  wake  and  other  expensive,  elaborate 
mourning  celebrations  will  be  missed  by  neither  the  Gone 
nor  those  left  (freed?)  to  go  on.  In  this  instance  at  least, 
can  we  agree  that  the  new  generation  makes  more  sense 
than  our  own? 
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—Malcolm  S.  Forbes, 

Editor-in-Chief 


choice  industrial  sites  are  available 

America's  newest  inland  flS 


Operations  are  beginning  now  on  Oklahoma's  "Tulsa-Port 
of  Catoosa!'  Fifth  Dimension  transportation,  air,  rail,  truck, 
pipeline,  AND  barge,  world-wide.  Choice  sites  for  your  ex- 
panding industry,  with  the  metropolitan  advantages  of 
America's  city  beautiful!  The  area  is  blessed  with  abundant 
water  and  low  cost  energy— gas  and  electricity.  Specific 
sites  for  manufacturing,  loading  facilities,  warehouses,  pro- 
cessing and  petrochemical  plants.  Looking  to  the  future? 
Confidentially ..  .take  a  look. 


131  INDUSTRIAL  PARKS 

WATER  PORT  SITE  AREA 


WRITE...  NOW 


"CHEMICAL  AND  PETROCHEMICAL  PRODUCTION  PLANT 
POTENTIALS  IN  OKLAHOMA  and/or  POTENTIAL  CHEMICAL 
PROCESSING  INDUSTRY  SITES  IN  THE  ARKANSAS  RIVER 
BASIN  Both  studies  are  250  pages  By  Richard  J.  Bigda  and 
Associates,  with  market  and  cost  data  analysis,  Oklahoma  min- 
erals, transportation  facilities  in  detail,  data  on  agricultural 
fertilizers,  man-made  fibers,  thermoplastic,  "synthetic  rubber 
and  basic  chemicals  Write  on  your  company  letterhead  to  Ed 
Daley,   Box  201,  Tulsa,  Oklahoma,  74102. 


TERMINUS  OF  THE  NEW  $1.3  BILLION  WATERWAY 


Count  'em.  Five  industrial  parks.  Neighbors  like  Armco  Steel, 
North  American  Rockwell,  Williams  Brothers,  Flint  Steel. 
Kin-Ark.  Lee  C.  Moore.  Liquid  and  dry  bulk  facilities.  Prod- 
ucts pipeline  terminal.  The  area's  largest  cement  plant  and 
Tulsa  international  airport  ten  minutes  away.  Confidential, 
research  and  data  iuit  YOUR  needs.  Write  Ed  Daley,  Dept.  F 
Vice  President,  Industrial  Development,  Box  201,  Tulsa, 
Oklahoma,  74102. 


PUBLIC  SERVICE 

ICOMPANY  OF  OKLAHOMA 


AN  INVESTOR  OWNED  ELECTRIC  UTILITY  SERVING  237  COMMUNITIES  IN  OKLAHOMA 


HOW  TO  OPEN  UP 
BUSINESS  OPPORTUNITIES  IN  CANADA 


We  think  you  might  start  by  turning  the  pages 
of  "Doing  Business  in  Canada." 

Because  we've  packed  it  — more  than  50  pages 
full— with  all  the  facts  American  executives  seem 
to  want  most  before  they  venture  into  Canada. 

Facts  about  organizing  and  planning  and  man- 
ufacture and  sales ...  about  fees  and  taxes,  and 
kinds  of  companies  you  can  form  . . .  about  inter- 
national trade  agreements  and  tariffs,  labour 
legislation  — and  just  about  anything  you  really 
should  know  about  — even  to  moving  your  own 
family  North. 


If  you'd  like  a  copy  of  "Doing  Business  in 
Canada"— or  half  a  dozen  for  your  staff— just  ask. 

A  note  on  your  company  letterhead  is  all  that 
it  takes.  Simply  address  Dept.  F. 


^ 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Over  1450  Branches  and  Over  $11  Billion  in  Assets 
Head  Office:  Toronto  1,  Canada 
New  York  Office:  22  William  St.,  N.Y.  10005 
(212)  DIgby  4-3801 


Forbes 


Who  Says  Bankers  Aren't  Friendly? 

Young  Frank  Grassie  is  buying  a  $44 -million  com- 
pany witfiout  putting  up  a  cent.  What  he  has  is  a 
friend  at  Chase  Manhattan— and  16  other  banks. 


Did  you  ever  have  this  daydream: 
Here's  a  promising  but  troubled  busi- 
ness. You  just  know  you  could 
straighten  it  out.  Only  you  don't  have 
the  money.  No  backers,  either.  So, 
\ou  march  up  to  the  scowling  banker, 
look  him  square  in  the  eye  and  ask 
him  to  back  you.  The  banker,  melted 
by  your  sincerity  and  eloquence,  fi- 
nally says:  "Yes." 

And  then  you  wake  up. 

Take  heart.  Frank  Grassie,  for  one, 
is  living  the  dream. 

Grassie,  at  age  33,  has  just  ar- 
ranged such  a  deal  with  a  group  of 
banks  headed  by  New  York's  Chase 
Manhattan.  To  salvage  their  loans  to 
a  floundering  company  that  posted 
$199-million  .sales  in  1969,  the  banks 
are,  in  effect,  handing  over  a  chunk 
of  the  company  to  Grassie.  He  gets 
100%  of  the  equity  in  the  operation, 
which  his  proud  wife  quickly  named 
Grassie  Industries.  Grassie's  down  pay- 
ment? Not  a  red  cent.  "A  fairy  tale 
come  true,"  says  Grassie.  "Incredible," 
says  a  veteran  businessman  who 
watched  it  happen.  "No  comment," 
says  Chase  Manhattan's  Henry  Coe, 
who  is  in  charge  of  the  loan. 

A  month  ago  Grassie  was  just  an- 
other young  vice  president  with  no 
extraordinary  credentials.  His  aca- 
demic background  in  Canada  was  rou- 
tine, and  at  college  he  literally  never 
got  within  400  miles  of  Harvard's  "B" 
School.  His  short  business  career  had 
led  him  into  a  domestic  shoe  compa- 
ny—hardly a  dynamic  industry.  And 
he  had  no  money  of  his  own. 

But  that  was  last  month.  Today 
Grassie  is  boss  of  a  $44-million  shoe 
and  handbag  operation,  formerly 
owned  by  the  troubled  Beck  Indus- 
tries. The  deal's  loose  ends,  includ- 
ing the  exact  price,  are  still  under  ne- 
gotiation, but  under  no  circumstances 
will  Grassie  have  to  invest  a  nickel  of 


Grassie  of  Grassie  Industries 

his  own.  Every  cent  of  the  purchase 
money  of  roughly  $10  million  will 
come  from  Beck's  creditors,  mainly  17 
banks  headed   by  Chase   Manhattan. 

Some  people  still  don't  believe  it. 
"When  Frank  told  me  he  was  trying 
to  buy  Beck's  footwear  operation," 
says  his  ex-boss,  Philip  Barach  of  U.S. 
Shoe,  "I  didn't  pay  much  attention. 
I  never  dreamed  he  could  do  it.  How 
can  a  minnow  swallow  a  whale?"  A 
better  question  would  be,  why  are  the 
banks  backing  a  minnow? 

During  the  go-go  years  of  1968 
and  1969,  Beck's  freewheeling  boss, 
Newton  Glekel  (Forbes,  Sept.  15, 
1970),  borrowed  heavily  to  acquire 
some  two  dozen  companies.  Four 
banks  alone— Chase,  Manufacturers 
Hanover,  Bank  of  America  and 
Franklin  National— lent  about  $20  mil- 


lion. But  when  Beck's  earnings  fell 
last  summer,  the  company  was  sud- 
denly in  a  financial  bind;  and  its  cred- 
itors began  seeking  ways  to  stanch  the 
losses  and  get  their  money  back. 

Beck's  retail  shoe  stores  were  the 
problem:  New  management,  headed 
by  a  furniture  man,  seemed  unable  to 
prevent  footwear  losses  from  wiping 
out  furniture  and  apparel  profits.  In- 
cluding write-offs.  Beck  lost  $26  mil- 
lion in  1970's  first  nine  months. 

The  obvious  approach  was  to  sell 
off  the  shoe  stores  in  a  package,  but 
there  were  few  takers.  The  major  shoe 
companies  feared  antitiust  complica- 
tions; the  rest  apparently  decided  to 
let  Beck  collapse  and  sell  its  best 
stores  at  distress  prices.  Only  one 
company  broke  ranks  to  offer  $5.5 
million,  about  half  the  footwear  pack- 
age's book  value.  So  all  fall  the  cred- 
itors waited  for  a  better  offer  as  losses 
mounted.   Then   along  came  Grassie. 

When  his  employer,  U.S.  Shoe, 
backed  off  for  antitrust  reasons,  Gras- 
sie got  permission  to  explore  a  deal 
on  his  own.  "I  had  a  different  slant," 
he  says.  "I  didn't  worry  about  the 
stores'  sales  records  or  management; 
I  analyzed  the  package  as  if  it  were 
a  real  estate  company.  And  I  discov- 
ered that  most  of  the  stores  have 
great  retailing  locations,  in  some  of  the 
country's  best  shopping  centers." 

He  decided  the  package  was  worth 
its  $10-minion-to-$12-million  book 
value,  so  that's  what  he  offered.  Gras- 
sie was  confident  he  could  turn  a  prof- 
it by  1971  and  eventually  expand  the 
business  to  about  $70  million  (from 
$44  million) .  First,  he  planned  to  close 
about  30  stores,  and  then  convert  the 
rest  to  shoe  boutiques  and  specialty 
shops  featuring  higher-priced  ladies' 
shoes.  So  he  had  a  plan.  The  trouble 
was,  he  had  no  money. 

Beck   Chairman   Manuel   Rothberg 
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listened  to  Grassie  and  offered  him  a 
job.  The  reply:  "Negative."  Then 
Grassie  went  out  and  raised  about  $2 
million  for  a  cash  down  payment  from 
investors  in  Cincinnati,  his  adopted 
hometown.  But,  in  the  end,  he  walked 
away  from  the  money.  "I  would  have 
had  to  surrender  control  of  the  com- 
pany," he  explains. 

Finally,  backed  by  a  40-page  re- 
port on  his  plans  for  the  stores,  Grassie 
offered  to  assume  Beck  debt  equal  to 
the  package's  book  value— take  it  or 
leave  it.  Beck  wanted  to  take  it,  but 
the  banks  had  the  final  word. 

The  major  bank  creditors  met  in 
New  York,  appropriately  enough  at 
Christmastime,  and  decided  to  take 
it.  Says  a  man  who  attended  the  ses- 
sion: "Two-thirds  of  the  bankers' 
questions  were  about  Grassie  rather 
than  his  plan.  In  the  end,  they  decid- 
ed to  bet  on  him.  It  was  like  the  turn 
of  the  century,  when  a  banker  would 
say,  'Young  man,  I  like  the  cut  of  your 
jib.  Here's  the  money.'  " 

Under  the  deal,  no  real  money  will 
change  hands.  In  theory,  Grassie  will 
get  a  $10-minion-to-$12-million  long- 
teim  loan.  In  fact,  he  will  simply  as- 
sume that  much  of  Beck's  debt  (tied 
to  the  prime  rate)  for  which  the  banks 
are  already  on  the  hook. 

The  banks  apparently  could  have 
recovered  all  their  money  by  liquidat- 
ing Beck— but  Beck's  stockholders 
would  have  lost  everything.  So  the 
banks  are  now  hoping— and  praying— 
that  young  Grassie  can  bail  them  out. 

Of  course,  the  banks'  prayers  may 
not  be  answered.  Grassie  must  be  con- 
sidered a  question  mark.  As  for  Beck, 
it  still  faces  a  multitude  of  manage- 
ment and  legal  problems. 

The  whole  thing,  then,  is  just  a  very 
bad  hangover  the  banks  have  from 
being  too  generous  with  acquisition- 
happy  conglomerates  like  Beck.  But 
for  Grassie  it  is  the  chance  of  a  life- 
time, tlie  chance  to  make  a  dream  come 
true.  If  he  can  make  the  shoe  stores 
pay,  he  can  use  some  of  the  profits  to 
reduce  the  debt  and  end  up  with  100% 
of  a  big,  going  concern. 

Unless  something  imforeseen  hap- 
pens, the  Grassie  deal  will  be  formally 
ratified  b\'  the  banks  within  a  few 
weeks  and  by  Beck's  stockholders  this 
summer.  The  banks  don't  have  the 
best  collateral,  and  an  insider  close  to 
the  major  bankers  says:  "Every  one  of 
them  would  love  to  get  out  of  the 
deal.  But  they  are  stuck  in  it  together." 
Those  misgivings  may  explain  why 
the  bankers  are  more  than  normally 
closemouthed.  When  a  Forbes  reporter 
asked  Franklin  National's  Senior  Vice 
President  John  Kuhn  a  question  on 
one  touchy  point,  he  shot  back:  "You 
have  a  hell  of  a  lot  of  nerve." 

In  this  case,  so  do  the  banks.   ■ 
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Playing  for  Big  Sta/ces 

With  two  of  its  three  basic  businesses 
in  trouble,  is  Texas  Gulf  Sulphur  pulling 
in  its  horns?  No.  It's  expanding  full  tilt. 


The  men  who  run  Texas  Gulf  Sul- 
phur Co.  aren't  doing  much  talking 
these  days,  and  what  talking  they  are 
doing  is  circumspect.  This  is  under- 
standable: Top  management  was  bad- 
ly burned  in  1964  when  it  handled 
clumsily  the  announcement  of  TGS' 
big  ore  discovery  in  Canada. 

But  make  no  mistake:  President 
Charles  Fogarty  is  thinking  in  very 
big  terms  indeed.  He  is  thinking  big 
under  circumstances  in  which  many 
managements  would  be  pulling  in 
their  horns:  TGS'  basic  sulphur  busi- 
ness has  fallen  precipitously  in  profit; 
its  diversification  into  fertilizer  is  in 
trouble;  and  only  the  company's  big 
Timmins,  "Ontario  copper,  silver  and 
zinc  deposits  are  keeping  earnings 
from  dropping  through  the  floor. 
Even  there,  weak  metal  markets  have 
taken  their  toll.  All  in  all,  TGS' 
earnings  dropped  about  20%  last  year 
-from  $2.02  a  share  in  1969,  itself  a 
14%  decline  from  1968.  And  the  fall 
would  have  been  worse  but  for  a 
bookkeeping  option  TGS  took. 

BeWing  fhe  Millions 

In  the  face  of  all  this  adversity, 
Texas  Gulf  is  plunging  into  the  oil 
business.  Yes,  the  oil  business.  Last 
December  Texas  Gulf  plunked  down 
over  $15  million  for  its  share  of  leases 
in  the  Louisiana  Gulf.  It  was  already 
spending  several  millions  participating 
in  exploration  off  the  coast  of  Africa 
in  partnership  with  Jersey  Standard 
and  with  France's  Compagnie  Fran- 
gaise  des  Petroles.  In  addition,  TGS 
shares  in  a  group  that  has  discovered 
gas  off  the  Louisiana  coast.  In  total, 
TGS  spent  over  $20  million  on  oil 
and  mineral  exploration  in  1970  and 
will  spend  at  least  as  much  this  year 
as  well.  Says  Lehman  Bros,  analyst 
John  Bogert:  "TGS  is  one  of  the  most 
aggressive  companies  of  any  size  in 
looking  for  new  resources." 

Now  $20  million  may  not  be  big 
money  for  an  oil  company,  but  it  is 
big  money  for  a  mining  company.  Just 
consider  this:  Kennecott  Copper, 
more  than  three  times  as  big  as  TGS, 
is  only  spending  about  $20  million  on 
exploration.  And  Kennecott  had  a  net 
cash  flow  last  year  (after  dividends) 
of  $150  million  vs.  TGS'  $60  million. 

In  fact,  TGS  is  spending  money  as 
if  it  were  going  out  of  fashion.  It  is 
currently  nearing  completion  of  a  $60- 
million  to  $70-million  plant  to  process 
zinc  at  its  Timmins  mine.  It  is  invest- 
ing heavily  in  the  huge  Robe  River 


iron  ore  project  in  northwestern  Aus- 
tralia. Add  to  this  a  continuing  search 
for  minerals  in  Canada,  new  mining 
facilities  at  Timmins  and  a  sulphur  re- 
covery plant  in  western  Canada.  Fur- 
ther down  the  road,  TGS  is  evaluat- 
ing another  huge  Australian  iron  ore 
deposit  at  Rhodes  Ridge. 

On  top  of  this,  TGS  is  currently 
paying  off  $20  million  a  year  (through 
1973)  on  notes  coming  due. 

Quite  a  burden,  all  this,  for  a  com- 
pany with  cash  flow  of  $60  million, 
total  equity  capital  of  about  $370  mil- 
lion and  declining  earnings. 

Yet  Fogarty  knows  what  he  is  do- 
ing. TGS'  current  expansion  and  its 
new  oil  ventures  are  consequences  of 
decisions  taken  more  than  a  decade 
ago,  when  the  company  first  faced  up 
to  the  fact  that  sulphur,  while  a  mar- 
velously  profitable  commodity  in  good 
markets,  was  subject  to  severe  and 
prolonged  depressions  and  therefore 
was  a  shaky  reed  for  a  growing  com- 
pany to  stand  on.  "We  set  out  a  plan 
in  1959,"  Fogarty  says,  "that  we 
would  diversify  into  other  minerals." 
Significantly,  the  plan  came  two  years 
after  Fogarty's  promotion  (he  has  a 
doctorate  in  geology  from  the  Colo- 
rado School  of  Mines)  to  vice  presi- 
dent and  head  of  exploration. 

The  diversification  effort  led  in  two 
directions:  into  fertilizer,  which  has 
proved   unfortunate   and   could   be  a 


Landmark.      TGS's      Timmins      mine 
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calamit> ;  and  into  metals,  where  Tex- 
as Gulf  discovered  the  fantastically 
rich  deposit  of  copper,  silver  and  zinc 
at  Timmins. 

Fogart>-  explains  the  fertilizer  mis- 
take in  these  terms:  "It  didn't  look  at 
the  time  as  if  there  would  be  enough 
fertilizer  for  a  hungry  world.  All  this 
has  changed  with  new  strains  of 
grain,  the  'green  revolution'  and  all." 
The  belief  in  fertilizer  led  Texas  Gulf 
to  take  a  S40-million  chance  on  min- 
ing high-cost  potash  at  Moab,  Utah. 
Then  Canada  sol\ed  its  potash  mining 
problems.  Thus  Texas  Gulf's  Moab 
mine  has  never  made  money,  and  the 
likelihood  that  it  will  is  scant.  In  phos- 
phate, Fogart)'  is  stuck  with  an  in- 
vestment of  S73  million  at  Lee  Creek, 
N.C.  where  there  are  serious  envi- 
ronmental problems,  where  opera- 
tions haven't  been  profitable  for  years 
and  the  outlook  is  poor.  Fortunateh, 
TGS  missed  going  into  ammonia,  the 
third  major  fertilizer,  and  it  was  far 
from  alone  in  misjudging  the  pros- 
pects in  fertilizer. 

Thus  the  score  to  date  is:  one  hit, 
one  miss.  And  there  is  no  question 
about  it,  the  Timmins  hit  far  exceeds 
the  fertilizer  miss.  Timmins  has  been 
rich  enough  to  keep  TGS  profitable- 
it  netted  a  satisfactory  14!?  on  stock- 
holders" e(juit\  last  year— in  the  face 
of  the  failure  in  fertilizer  and  the 
collapse  of  sulphur. 

On  this  sc-ore,  then,  TGS'  diversifi- 
cation must  be  counted  a  success. 
Where,  in  fact,  would  the  company 
be  today  without  it?  On  the  other 
liand,  the  company's  earnings  are  de- 
clining and  the  current  slump  in  cop- 
per, silver  and  zinc  prices  isn't  helping 


any.  While  Timmins  gave  TGS  another 
leg  to  stand  on,  it  did  not  cure  the 
perennial  difficulties  in  sulphur.  Tim- 
mins made  Texas  Gulf  Sulphur  a  mid- 
dle-sized company,  but  it  did  not  guar- 
antee it  the  wherewithal  to  become 
a  big  company. 

That  explains  why  Fogarty,  though 
he  is  convinced  that  sulphur  will  come 
back  and  that,  long-term,  there  is 
bright  promise  in  fertilizers,  is  stretch- 
ing TGS'  resources  at  this  time  to  push 
for  oil.  The  fact  is  that  he  wants  TGS 
to  be  a  truly  big  company  in  any  and 
all  natural  resources.  And  to  grow 
truly  big  a  company  needs  products 
capable  of  generating  huge  volumes 
and  profits;  it  needs  the  financial  flexi- 
bility to  enable  it  to  act  when  the  big 
chances  come  along.  That  means  cash 
flow,  and  the  oil  business  fills  the  bill 
neatly—//  TGS  is  successful. 

"Oil  and  gas  is  the  business,"  Presi- 
dent Fogarty  says,  "just  because  more 
people  use  the  products.  Oil  and  gas 
have  the  scope  and  potential,  as  well 
as  the  base  and  future  growth."  The 
contrast  with  sulphur,  which  has  a 
volume  of  only  29  million  tons  world- 
wide, is  obvious. 

Not  a  Long  Shot 

Oil  and  gas  appear  to  be  the  next— 
but  by  no  means  the  final— step  in 
I'ogarty's  long-tenn  strategy  for  Texas 
Gulf.  That  strategy,  as  Forbes  can  di- 
vine it  from  talking  to  a  very  tight- 
lipped  company,  is  built  heavily 
around  last  December's  lease  sales  in 
the  Louisiana  Gulf.  The  lease  sales 
were  not  wildcat  operations.  The  Gov- 
ernment held  the  sales  in  order  to 
alleviate  the  gas  shortage  in  the  U.S. 


"We're  sitting  on  six  domes  down 
there  right  now,"  says  Fogarty. 

If  the  Phillips  Petroleum  group  to 
which  Texas  Gulf  belongs  can  begin 
producing  quickly  in  the  Gulf,  then 
the  revenues  and  depletion  allowances 
will  give  Fogarty  the  cash  flow  he 
needs  to  step  up  exploration  and  de- 
velopment even  more. 

The  long-term  top  priority  for  Texas 
Gulf  is  Australia.  "We're  excited  about 
Australia,"  says  geologist  Fogarty. 
"There  is  copper  there,  and  base  met- 
als and  coal.  We're  searching  for  coal 
there."  Under  evaluation  there  is  a 
project  at  Rhodes  Ridge  where,  con- 
servatively, there  are  over  1  billion 
tons  of  iron  ore;  here  TGS  is  in  50-50 
partnership  with  Hancock  &  Wright, 
who  found  the  famed  Hamersley  mine. 

Much  depends  on  Texas  Gulf  get- 
ting revenues  from  oil  and  gas  produc- 
tion; the  possibility  of  Texas  Gulf  be- 
coming a  giant  company  on  its  own 
definitely  depends  on  it.  On  that  and 
on  Chuck  Fogarty's  aggressive  good 
management,  on  his  determination  not 
to  settle  for  being  a  middle-sized,  de- 
cently profitable  mining  company. 

In  that  regard,  a  recent  headline  in 
Canada's  Northern  Miner,  bible  of  the 
prospecting  trade,  evoked  echoes  of 
Timmins  and  seven  years  ago.  "Texas 
Gulf  Moving  Four  Drilling  Rigs  into 
Western  Ontario,"  it  said.  "That  re- 
flects only  the  simple  fact  that  you  can 
only  drill  up  there  when  it  freezes 
over,"   said   Charles    Fogarty   calmly. 

The  headline  was  understandable, 
though.  Once  you  hit  it  big,  there  is 
an  aura  about  you.  Quite  clearly,  Fo- 
garty has  no  intention  of  sitting  back 
and  letting  that  aura  fade.  ■ 


(above)  led  to  precedent-settirig  action  on  insider  trading  b/  the  SEC;  the  case  may  be  decided  by  the  Supreme  Court. 
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Bucking  the  Trend 

Trading  stamps  are  slipping  in  grocery 
stores,  but  S&H's  profits  have  held  up  well. 


"One  of  their  secretaries  was  wear- 
ing a  'Kiss-Me-I-Give-Green-Stamps' 
button,"  said  tlie  reporter.  "Why  didn't 
you  kiss  her?"  asked  his  wife.  "I  need 
the  stamps." 

Such  is  the  all-pervasiveness  of  the 
original  S&H  Green  Stamps  that  Sper- 
ry  &  Hutchinson  President  Frederick 
A.  Collins  Jr.  can  say,  "We  have 
been  less  affected  than  any  other 
stamp  company— and  there  are  over 
200— by  supermarket  discounting  op- 
erations. In  spite  of  what  everyone 
says,  housewives  are  not  disenchant- 
ed with  stamps."  As  proof,  he  cites 
that  earnings  for  the  first  nine  months 
of  last  year  set  a  record  for  S&H's 
stamp  division:  Out  of  total  company 
profits  for  the  reported  latest  nine 
months   of  $26.7  million,   the  stamp 


division    contributed    $21.5    million. 

Actually  the  weakest  spots  have 
not  been  stamps  but  S&H's  carpeting 
and  furniture  divisions.  Besides 
stamps,  the  other  strong  division  has 
been  the  State  National  Bank  of  Con- 
necticut. Its  profits  rose  with  tight 
money,  but  this  operation  will  have  to 
be  sold  within  ten  years  because  of 
recently  passed  legislation  on  bank 
holding  companies. 

How  did  the  stamp  division  do  so 
well  in  a  year  when  their  use  in  gro- 
cery stores  continued  to  decline?  One 
answer  is  that  Sperry  &  Hutchinson 
has  systematically  built  up  the  use  of 
stamps  for  incentive  purposes,  such  as 
for  salesmen's  bonuses.  In  1970's  high- 
ly competitive  environment,  incentive 
stamps  flourished.  And  so  did  all  other 


Over  a  Barrel 

Though  smart  and  tough,  little  Clark  Oil  for 
the  moment  does  not  control  its  own  destiny. 


Over  the  past  six  years,  Milwaukee's 
Clark  Oil  &  Refining  Corp.,  the  larg- 
est independent  refiner-marketer  in 
the  highly  competitive  midwest  mar- 
ket, has  thrived  by  nimbly  concentrat- 
ing its  limited  resources.  Clark  sta- 
tions sell  only  gasoline,  oil  and  anti- 
freeze—no repairs,  no  accessories,  no 
tires;  and  only  premium  gasoline, 
priced  at  about  2  cents  more  a  gallon 
than  the  majors'  regular  but  2  cents 
less  than  their  premium  grade.  More- 
over, Clark's  more  than  1,600  stations 
are  large  and  clean  and  offer  fast 
service,  all  of  which  has  helped  to 
boost  Clark's  per-station  gallonage  to 
about  twice  that  of  the  national 
average. 

The  results  have  been  impressive. 
Sales  grew  from  $101  million  in  1964 
to  about  $265  million  in  1970;  per- 
share  earnings  rose  from  31  cents  to 
around  $1.55;  return  on  equity  av- 
eraged 24%  for  the  last  five  years.  In 
the  13  states  in  which  Clark  operates 
—from  Kansas  to  Pennsylvania,  from 
Minnesota  to  Kentucky— its  market 
share  ranges  up  to  5%,  even  6%.  There 
is  little  wonder,  then,  that  Clark  has 
gained  a  reputation  as  an  efficient  and 
savvy  competitor. 

But  suddenly  things  are  going 
wrong.  The  business  slowdown 
cau.sed  Clark's  sales  and  earnings  to 
drop  5%  and  15%,  respectively,  from 
1969's  record  highs,  the  first  such  re- 


versal in  eight  years.  The  public's  con- 
cern about  pollution  and  the  trend 
toward  engines  that  run  on  lower  oc- 
tane gasoline  is  forcing  Clark  to  in- 
troduce a  low-lead  regular  grade.  But 
far  more  serious  is  the  clouded  out- 
look for  crude  prices  vs.  product 
prices— that  is,  what  Clark  must  pay 
for  its  crude  and  what  it  can  charge 
for  its  gasoline. 

Wide,  Wide  Gap 

"We  are  a  crude-deficient  refiner," 
explains  Owen  L.  Hill,  a  longtime 
CPA  who  rose  on  the  financial  side 
and  became  president  last  August. 
"We  refine  about  100,000  barrels  a 
day,  market  a  little  more  than  that, 
but  produce  only  4,000  barrels  a  day. 
So  now  we're  busily  trying  to  close 
that  gap  by  searching  for  crude  oil 
in  many  parts  of  the  world." 

The  reason  for  Clark's  urgent  oil 
hunt  is  simple:  At  the  gas  pump  Clark 
must  beat  the  prices  of  the  majors, 
but  if  the  majors  choose  to  lower 
their  retail  prices  without  lowering 
their  crude  price,  crude-deficient  re- 
finers like  Clark  are  caught  in  a  pain- 
ful squeeze.  Exactly  this  happened  to 
Clark  in  the  early  Sixties,  just  as  it 
was  rapidly  expanding,  and  with  dire 
results:  Earnings  dropped  to  less  than 
a  penny  a  share  in  1962.  Relief  didn't 
come  until  retail  prices  rose  again  in 
1965. 


That  same  thing  might  be  happen- 
ing again.  In  November,  crude  prices 
went  up  by  25  cents  a  barrel.  "Of 
course,"  notes  Hill,  "product  prices 
went  up  also.  If  they  hold  at  the  in- 
creased levels,  we  will  cover  our  crude 
price  increase.  But  product  prices 
have  a  way  of  falling  back  somewhat. 
We're  hopeful,  however,  that  this 
time  they  may  hold."  But  it  is  note- 
worthy that  Hill  can  speak  only  of 
hope,  not  of  conviction. 

Clark's  suppliers,  the  domestic 
crude  oil  producers,  were  able  to 
raise  their  prices  because  of  a  recent 
shortage  of  crude,  mostly  a  result  of 
cutbacks  in  oil  production  in  the  trou- 
bled Middle  East.  The  price  hike  will 
affect  85%  of  Clark's  oil  purchases.  In 
addition,  soaring  tanker  rates  have 
pushed  up  foreign  crude  prices,  there- 
by slashing  the  savings  Clark  had  pre- 
viously received  from  the  import 
quota  system. 

Under  the  Government's  complicat- 
ed import  control  system,  Clark  is  en- 
titled to  a  quota  of  foreign  oil,  which 
is  normally  much  cheaper  than  do- 
mestic crude.  Clark  does  not  actually 
use  this  crude  but  trades  it  to  bigger 
companies  in  exchange  for  domestic 
oil  at  a  discount  price.  This  deal  saved 
Clark  about  $4  million  before  taxes 
last  year,  which  is  equivalent  to 
roughly  30  cents  a  share  after  taxes. 
But  Clark  thinks  its  import  quota  will 
be  worth  only  half  as  much  this  year, 
and  Hill  has  yet  to  make  any  ex- 
change agreements  for  1971. 

Obviously,  Clark  faces  problems 
largely  beyond  its  control.  That's  why 
Hill  is  pushing  so  hard  on  explora- 
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accounts  with  the  exception  of  food. 
Jackson  S.  Smith  Jr.,  president  of 
S&H's  stamp  division,  explains  that  in 
grocery  stores,  too,  S&H  is  suffering 
less  than  its  rivals.  "Often  we  had  the 
first  store  in  an  area  to  give  stamps. 
The  more  rivals  that  drop  stamps, 
the    more   distinctive    the   stores    that 


still  give  them.  So  we  get  the  advan- 
tage of  first  in,  last  out." 

Not  that  everything  is  rosy  for  Jack- 
son's division.  Some  years  ago,  S&H 
lost  its  commanding  position  in  the 
rich  California  market  to  rival  Blue 
Chip  stamps.  In  1969,  for  the  eighth 
straight  year,  S&H  lost  market  share 
there  but  it  held  its  own  last  year.  In 
Europe,  S&H  has  had  some  bad  set- 
backs. It  lias  thrown  in  the  sponge  in 
Spain,  Belgium  and  Germany.  In  Brit- 
ain, its  Pink  Stamp  operation  is  just 
breaking  even.  Pink?  "Our  competi- 
tor Green  Shield  got  there  first  with 
green,"  Jackson  explains.  "So  we  went 
for  pink.  Unfortunately,  there  as  here, 
green  is  No.  One." 

In  the  face  of  these  problems  and 
the  tendency  of  grocery  stores  to  drop 
giving  extra  stamps  as  a  bonus, 
stamps  are  still  the  biggest  single  rea- 
son for  S&H's  profitability.  The  sec- 
ond is  higher  uiterest  rates.  How  can 
this  be?  The  simple  fact  is  that  S&H 
is  somewhat  like  a  bank.  So  long  as 


a  housewife  holds  stamps,  so  long 
does  S&H  have  the  use  of  her  money. 

S&H's  total  "float"  is  close  to  $200 
million,  and  the  interest  goes,  not  to 
the  housewife,  but  to  S&H.  Generally 
speaking,  close  to  a  year  elapses  be- 
tween the  time  the  store  pays  for  the 
stamp  and  the  housewife  redeems  it. 

As  an  alternative  to  lending  the 
money  out  at  short-term  rates,  S&H, 
of  course,  could  use  the  float  to  buy 
companies  for  greater  diversification. 
This  the  company  has  done  to  a  lim- 
ited degree.  But  President  Collins  and 
Chairman  William  S.  Beinecke  have 
moved  slowly  on  this.  "The  money 
isn't  burning  a  hole  in  our  pocket," 
says  Collins.  "Our  cash  will  be  worth 
more  in  the  next  two  years."  Basical- 
ly, many  companies  are  more  recep- 
tive to  selling  out  because  they  are 
tight  for  cash  now  and  the  usual  lend- 
ers are  also  extended.  Straw  in  the 
wind:  S&H's  Collins  announced  the 
acquisition  of  two  small  furniture 
companies  last  December.  ■ 


tion.  "If  we  were  producing  100,000 
barrels  a  day  of  our  own  crude  do- 
mestically," he  says,  "it  wouldn't 
make  much  difference  what  they  did 
with  the  offshore  cjuota."  Clark  has 
joined  other  companies  looking  for  oil 
in  the  Arctic  Islands,  Libya,  Mozam- 
bique and  offshore  Louisiana.  So  far, 
the  search  has  been  disappointing  and 
e.xpensive.   Clark  spent  a  record  $14 


million  for  exploration  in  1970,  in- 
cluding $2.4  million  for  six  dry  wells 
off  Mozambique,  but  it  has  been  able 
to  bring  in  few  commercially  profit- 
able wells. 

In  1971  Clark  will  concentrate  on 
offshore  Louisiana,  which  Hill  de- 
scribes as  prime  hunting  ground.  "We 
can't  expect  to  produce  100,000  bar- 
rels a  day  from  offshore  Louisiana,"  he 


Hill  of  Clark  Oil 


says.  "But  with  luck  we  can  begin  to 
narrow  that  gap." 

Granted,  but  even  if  Clark  becomes 
self-sufficient  in  domestic  crude— itself 
a  mighty  tall  order— it  stfll  faces 
many  problems.  Increasing  amounts 
of  Canadian  crude,  which  is  cheaper 
than  U.S.  crude,  are  expected  to  be 
imported  over  the  next  decade.  And 
when  Alaskan  North  Slope  oil  eventu- 
ally does  go  into  production,  any  of 
that  that  isn't  consumed  on  the  West 
Coast  will  probably  end  up  in  the 
Middle  West.  The  companies  that 
own  it  might  very  well  tell  their  ser- 
vice station  managers,  "Sell  it  in  what- 
ever way  you  can"— which  could  mean 
a  resumption  of  the  severe  retail 
price  wars  that  raged  over  the  mid- 
continent  area  for  so  many  years  in  the 
Fifties  and  early  Sixties.  In  such  a  set- 
ting, Clark,  with  relatively  high-cost 
production,  would  be  worse  oft  than 
if  it  had  no  production  at  all. 

Hill,  however,  thinks  that  the  big 
oil  companies  will  want  to  earn  the 
kind  of  profits  that  will  support  high- 
er retail  prices  and  allow  Clark,  with 
its  lower  overhead,  to  make  money  al- 
so. Thus  Hill  is  pushing  ahead  with 
the  biggest  expansion  program  in 
Clark's  38-year  history.  About  150 
new  stations  were  built  last  year  and 
200  more  are  planned  this  year.  Some 
$26  million  is  being  spent  to  improve 
Clark's  two  refineries.  And,  despite  the 
disappointments,  the  costly  search  for 
crude  continues. 

It's  clearly  an  ambitious  program 
that,  equally  clearly,  carries  its  risks. 
But  Hill  figures  that  the  best  defense 
is  a  strong  offense.  ° 
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The  Marriott  Story 


Mixing  Mormon  principles  with  the  best  of  Sears,  P&C  and  IBM,  the 
Marriott  family  is  running  the  hottest  outfit  in  the  food  and  hotel  business. 


If  you'he  one  of  those  c\nics  who 
doubt  that  a  combination  of  native 
shrewdness,  hard  work,  a  good  prod- 
uct and  dedicated  employees  is  still 
a  viable  American  success  formula, 
you  won't  believe  this  story.  But  it's 
true,  nevertheless.  Just  that  happened 
to  Washington,  D.C.'s  Marriott  Corp., 
which  is  today  the  nearest  thing  to  a 
genuine  growth  company  in  the  bur- 


geoning food  and  lodging  business. 

This  is  the  story  of  a  family  root 
beer  parlor  that  grew  into  a  $300- 
million-plus  corporation— without  ben- 
efit of  financial  razzle-dazzle  and 
without  abandoning  the  simple,  ba- 
sic principles  that  made  it  a  success 
in  the  first  place.  A  business  where 
the  70-year-old  founder  and  chair- 
man, now  an  influential  multimillion- 


AU    In     The    Famity(ies).    The 

food  and  lodging  business  fends 
to  be  a  family  affair.  Bill  Mar- 
riott Sr.,  his  wife,  Alice,  and 
Bill  Jr.  (top)  run  their  company. 
Founder  Conrad  Hilton  (right) 
passed  his  hotels  on  to  son 
Barron  (left)  and  Howard  John- 
son (below)  passed  his  com- 
pany on  to  his  son  and  name- 
sake. Interestingly,  the  scions 
of  all  three  families  are  person- 
al friends  while  still  being 
bitter  competitors  in  a  fierce- 
ly competitive  type  of  business. 


aire  (see  p.  24)  or  his  wife  will  fre- 
quently stop  by  the  kitchen  to  make 
suggestions  on  food  handling.  Where 
after  more  than  four  decades  of 
growth,  family  management  still  pre- 
vails: No  less  than  five  Marriotts  still 
hold  top  management  positions  or  are 
board  members  of  the  company.  The 
Marriotts,  with  their  families,  also  own 
almost  27%  of  the  company's  stock. 

The  story  of  Marriott  Corp.  starts 
in  1927  with  J.  Willard  Marriott  Sr., 
son  of  a  poor  Mormon  sheep  and  cat- 
tle raiser,  who  served  his  Mormon 
priesthood,  worked  his  way  through 
the  University  of  Utah  by  selling  wool, 
got  married  and  began  looking  around 
for  a  way  to  make  a  living.  It  oc- 
curred to  Marriott  and  his  wife,  Alice, 
that  soft  drinks  was  a  good  field  and 
that  Washington,  D.C.  would  be  a 
good  spot.  Bill  Nlarriott,  then  27,  ob- 
tained the  A&W  root  beer  franchise 
for  Washington.  Alice  and  Bill  Mar- 
riott opened  their  first  place  near  14th 
Street  and  Park  Road.  Recognizing 
what  the  auto  was  doing  to  American 
life,  they  offered  curbside  service, 
among  the  first  to  do  so. 

The  soft  drink  business  was  great 
in  the  summer  but  slow  in  the  winter; 
no  good  Mormon  can  tolerate  that 
kind  of  waste.  For  unique  winter  fare, 
the  Marriotts  added  tacos  and  tama- 
les,  then  began  offering  medium- 
priced  family  food  in  clean  and  pleas- 
ant surroundings.  That  root  beer 
place  evolved  into  the  first  Hot 
Shoppe— then  a  chain  of  them.  As  the 
chain  grew,  the  principles  of  opera- 
tion remained  the  same:  close  family 
supervision  of  all  details,  with  Alice 
keeping  the  books;  Bill  running  the 
business;  benevolent  and  paternalistic 
labor  relations;  a  flair  for  promotion;  a 
good  product  for  the  familv  trade. 

By  1964  Marriott  had  45  Hot 
Shoppes,  still  mostly  in  the  D.C.  area, 
plus  four  hotels  and  an  airline  cater- 
ing service.  Marriott-Hot  Shoppes 
was  doing  an  annual  volume  of  $85 
million,  but  still  peanuts  next  to  na- 
tionwide food  and  hotel  chains  like 
Howard  Johnson  and  Hilton  Hotels. 

Now  enters  Bill  Marriott  Jr.  In  1964, 
ten  years  after  graduating  from  the 
University  of  Utah,  serving  in  the 
Nav>',  and  putting  in  eight  years  in 
various  parts  of  the  company.  Bill 
Marriott  Jr.,  then  32,  becomes  presi- 
dent. He  applies  the  same  principles 
but  accelerates  the  pace.  He  makes 
his  parents'  restaurant  company  a  ma- 
jor factor  in  the  hotel  business,  boost- 
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ing  the  number  of  its  hotels  to  14  at 
present  with  seven  new  ones  now  in 
the  works.  Meantime,  his  younger 
brother,  Richard,  now  32,  comes  in 
to  run  the  company's  architecture  and 
design  department,  a  very  important 
part  of  the  operation  and  the  apple 
of  Alice  Marriott's  eye. 

Going  All  Out 

Essentially,  Bill  jr.  did  two  things: 
He  took  Marriott  national,  and  he 
spread  the  company's  highly  effective 
techniques  into  related  businesses.  He 
also  brought  in  a  new  breed  of  hotel, 
airline  and  marketing  managers. 

The  result?  In  the  sl\  years  since 
Bill  Jr.  took  over,  Marriott  has  almost 
quadrupled  in  size  and  had  a  sales 
volume  of  8315  million  in  its  latest 
fiscal  year,  ended  July  31,  1970. 

Marriott  is  not  yet  as  big  in  its 
chosen  field  as  International  Telephone 
&  Telegraph,  with  its  Sheraton  and 
Avis  subsidiaries  (revenues  close  to 
$500  million)  or  Holiday  Inns  (reve- 
nues of  about  $600  million),  but  Mar- 
riott has  passed  both  Howard  Johnson 
and  Hilton  Hotels  in  revenues. 

It  is,  moreover,  more  profitable 
than  any  of  them.  On  Fokbes  latest 
Yardsticks  (Jan.  1),  Marriott's  17.2% 
average  five-year  return  on  equity 
puts  it  ahead  of  Holiday  Inns  and 
Howard  Johnson  and  is  almost  twice 
as  good  as  that  of  Hilton  Hotels. 

Marriott  leads  in  other  ways,  too. 
It  is  far  more  diversified  than  either 
Hilton  or  Howard  Johnson.  Unlike 
Holiday  Inns  and  ITT,  it  did  not  grow 
through  acquisition  but  almost  entire- 
ly from  internal  growth  set  in  motion 
from  that  first  root  l)cer  parlor. 

Marriott,  in  short,  has  practiced 
what  others  have  merely  preached: 
synergism,  the  applying  of  talents 
learned  in  one  field  to  the  problems  of 
another.  "We  are,"  says  Bill  Jr.,  "the 
most  highly  diversified  company  in 
the  away-from-home  market.  We  are 
in  just  about  every  segment  of  the 
travel  and  food  markets." 

It  now  operates  almost  1,000  food 
outlets,  285  of  which  are  company- 
owned,  including  Big  Boy  Coffee 
Shops,  Hot  Shoppe  Cafeterias,  Jr.  Hot 
Shoppes,  plus  the  original  Hot 
Shoppes.  Yet  less  than  3%  of  the  com- 
pany's sales  and  1%  of  earnings 
come  from  franchising. 

Marriott's  In-Flite  Services  is  the 
largest  independent  supplier  of  food 
to  airlines  around  the  world,  85  of 
them  at  last  count,  including  Eastern 
Air  Lines  and  TWA. 

Its  chain  of  hotels,  most  of  them 
built  or  acquired  under  the  younger 
Marriott,  comprises  6,400  rooms  and 
is  expanding  toward  a  goal  of  10,000 
rooms  by  1973.  The  chain  includes 
the  Essex  House  in  New  York,  the  su- 
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Diversified  Specialist.  Marriofi's  prosperiiy  comes  from  being  in  so  many 
relafed  segments  of  what  President  Bill  Marriott  Jr.  calls  "the  away-from- 
home  market,"  whether  it  is  fast  foods,  airport  hotels  (above)  or  new 
gift  shops  in  its  restaurants  (below,  right).  These  are  managed  in  three 
basic  groups,  each  of  which  is  headed  by  a  different  president  reporting 
to  Bill  Jr.:  food  operations  (44%  of  Marriott's  fiscal  1970  sales,  35% 
of  profits);  in-flight  services  to  airlines  around  the  world  (27%  of  sales, 
17%  of  profits)  and  hotels  and  specialty  restaurants  (29%  of  sales,  48% 
of  profits).  Says  Bill  Jr.:  "We  have  16  divisions  in  these  three  groups. 
When  some  are  down,  others  are  up.  So  we  continue  to  do  well  overall." 


Productivity    With    A    Smile. 

Marriott  employees  not  only 
have  the  best  profit-sharing 
plan  in  the  industry,  but  also 
enjoy  a  model  training  pro- 
gram for  moving  nonunion 
hourly  workers  up  into  super- 
visory positions.  Three  out  of 
every  four  of  those  who  have 
participated  in  the  past  two 
years  have  moved  up  this  way. 


perluxurious  Camelback  Inn  in  Phoe- 
nix and  the  sparkling  new  Acapulco 
Marriott  {see  cover  photo) . 

Last  year  was  not  kind  to  hotel  and 
restaurant  chains.  Marriott?  In  its  last 
fiscal  year,  revenues  rose  22%,  profits 
24%.  While  industry  occupancy  rates 
fell  below  70%,  Marriott  still  enjoyed 
over  80%.  In  its  first  quarter  (ended 
Oct.  23),  Marriott's  sales  and  profits 
were  both  up  12%. 

It  took  nerve  for  a  virtual  new- 
comer to  go  big  into  the  hotel  business 
in  the  mid-Sixties,  when  jet  airplanes 
were  cutting  into  the  length  of  busi- 
ness stays.  But  the  Marriotts  saw  an 
opportunity,  and  they  felt  that  their 
experience  in  dealing  with  the  public 
could  be  applied  there.  They  turned 
out  to  be  right.  Recalling  that  deci- 
sion, Bill  Jr.  says:  "Unlike  others,  we 
did  not  and  do  not  have  to  bring  in 
outside  culinaiy  help  to  develop  our 
hotel  coffee  shops  and  restaurants.  We 
have  been  in  the  food  business  for  43 
years,  since  my  mother  and  father 
started  their  root  beer  stand.  We 
learned  right  from  the  beginning. 

"In  the  early  days  the  Marriotts 
had  to  keep  costs  in  line  to  survive. 
We  follow  that  tradition." 

One  other  tradition  that  the  Mar- 
riotts carried  over  to  hotel-keeping  was 
the  tradition  of  employee  relations.  On 
the  sensible  theory  that  satisfied  em- 
ployees make  for  satisfied  customers, 
the  company  has  always  worked  hard 
at  keeping  its  staff  happy  with  good 
wages  and  generous  incentive  com- 
pensation. Formalizing  this,  Bill  Jr. 
has  installed  a  profit-sharing  program 
based  on  the  famous  Sears,  Roebuck 
one.  A  $3-an-hour  dishwasher  can  re- 
tire with  $577,000  at  the  end  of  30 
years;  an  executive  making  $30,000 
a  year  gets  at  least  $2  million.  If  the 
executive  elects  to  retire  after,  say,  20 
years  he  gets  "only"  $l,289,000-not 
bad  in  an  industry  noted  for  low 
wages  and  high  turnover. 

A  Forbes  reporter,  arriving  anony- 
mously at  a  Marriott  hotel,  struck  up 
a  conversation  with  a  young  bell  cap- 
tain. "I've  worked  here  seven  years 
and  I'm  never  going  to  leave,"  the 
captain  said  with  obvious  sincerity. 
Another  editor,  who  travels  widely  in 
his  job,  claims  he  has  never  seen  this 
kind  of  esprit  de  corps  in  a  hotel  any- 
where else. 

From  highest  to  lowest,  Marriott 
employees  are  cut  into  the  Profit  Shar- 
ing Trust  after  three  years.  They  can 
put  in  up  to  10%  of  their  earnings. 
The  corporation  contributes  8%  of  its 
profits— before  taxes  and  bonus  pay- 
ments. Thus,  the  company  matches 
every  $1  with  $1.10  to  $1.15-de- 
pending  on  corporate  profits.  Two 
years  later,  the  company's  contribu- 
tion starts  to  vest  in  the  employees.  A 
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third  of  the  money  goes  into  Marriott's 
stock,  the  rest  into  other  securities. 

In  recent  years,  the  investment  re- 
sults have  been  outstanding.  "We 
have  at  least  a  dozen  millionaires  who 
have  retired  from  this  company,"  says 
Bill  Jr.,  and  he  emphasizes  that  this 
does  not  count  his  relatives.  Marriott 
also  offers  stock  options  to  everybody 
on  down  to  its  dishwashers. 

Then  there  are  incentive  bonuses, 
reaching  right  down  to  all  unit  man- 
agers, whether  they  run  a  coffee  shop 
or  a  Jr.  Hot  Shoppe.  The  bonuses  are 
liberal  but  highly  sophisticated.  "We 
want  to  make  people  cost-conscious," 
says  a  Marriott  executive,  "but  we  also 
evaluate  service  and  cleanliness  in 
awarding  bonuses.  We  don't  want 
guys  cutting  services  to  show  a  profit." 

Customers  In,  Unions  Out 

Does  it  work?  Travelers  report  that 
they  get  more  smiles  and  thank-yous 
at  Marriott  hotels  and  restaurants  than 
anywhere  else. 

These  policies  have  helped  keep 
Marriott  nonunion.  "We  have  to  pay 
competitive  wages,"  says  Bill  Marriott 
Jr.,  "otherwise  we'd  be  unionized." 
But  by  keeping  the  unions  out,  Mar- 
riott feels  it  gains  tremendous  flexibil- 
ity, which  is  worth  more  than  money. 
"Our  one  union  hotel,"  he  says,  "is  the 
Essex  in  New  York,  which  we  bought. 
At  the  Essex  House  a  dishwasher  can 
only  wash  dishes  and  a  glasswasher 
glasses.  The  broiler  cook  cannot  cook 
on  the  deep-fat  fryer. 

"We  don't  have  this  in  our  other 
places.  A  salad  girl  can  work  the  salad 
block  for  an  hour,  then  turn  around 
to  the  sandwich  block.  And  if  she 
wants  to  be  a  cashier,  we'll  give  her  a 
crack  at  it.  Or  at  being  a  hostess." 

An  added  benefit  is  that  Marriott 
is  free  to  use  every  possible  kind  of 
planning  and  automation  that  is  avail- 
able. Earl  Armstrong,  director  of  food 
and  beverage  operations  at  Marriott's 
Camelback  Inn,  says:  "Just  ten  years 
ago  a  250-room  hotel  like  this  would 
require  25  to  30  people  in  the  dish- 
washing room.  Now,  with  automation 
and  pre-programmed  planning  we  do 
it  with  eight  or  ten." 

For  a  family  company  with  some 
old-fashioned  ideas,  Marriott  is  re- 
markably open  to  modern  manage- 
ment ideas.  G.  Michael  Hostage,  37, 
the  head  of  all  Marriott  food  opera- 
tions, is  a  Procter  &  Gamble-trained 
executive.  He  applies  to  Marriott  a 
good  deal  of  what  he  learned  at  P&G 
—a  company  regarded  almost  as  a 
university  of  management  methods. 
For  example,  each  of  Marriott's  nine 
chains  is— like  a  P&G  brand— its  own 
profit  center. 

The  business  and  industry  division 
set  up  by  Hostage,  for  example,  does 

FORBES,    FEBRUARY    1,    1971 


nothing  hut  cater  cafeterias,  executi\e 
dining  rooms  and  coffee  carts.  Its  cus- 
tomer roster  includes  the  World  Bank, 
General  Electric,  IBM  and  \\'estern 
Electric.  Hostage  also  has  moved 
heavily  into  food  outlets  in  closed- 
mall  shopping  centers. 

Hostage  also  is  quick  to  cut  out 
the  money-losers  when  the\  show  up 
on  his  computer  charts.  For  example, 
with  the  decline  of  curb  service  at 
parking  lots,  once  standard  through- 
out the  Washington  area,  six  Hot 
Shoppes  closed  down  last  year. 

Big  Boy  i  Roy 

Marriott  has  moved  into  franchis- 
ing, hut  gingerly.  In  1967  Bill  Jr. 
bought  California's  Big  Boy  coffee 
shop  chain,  which  has  50  directly 
owned  units  and  577  franchised  units 
around  the  country.  In  1968  he  also 
set  up  a  deal  with  old-time  cowboy 
movie  star  Roy  Rogers  to  use  his  name 
in  his  restaurant  operations.  Marriott 
now  owns  21  of  these  units  and  fran- 
chises out  1 22  other  Ro\  Rogers  Roast 
Beef  restaurants. 

This  diversification  is  remarkable  in 
the  restaurant  business.  When  one 
type  restaurant  loses  favor,  Marriott 
can  c-onvert  it  from  a  Hot  Shoppe 
lesfauratit  into  a  Big  Bo\  coliee  shop 
or  a  R()\'  Rogers  deal.  Or  it  may  be 
transformed  into  a  jr.  Hot  Slioppe,  a 
relati\el\  new  cafeteria-st\ le,  high-vol- 
ume imit  that  rapidK  is  becoming  the 
fastest-growing  part  of  Marriott's  food 
operations. 

What  Bill  Jr.  did  to  Marriott's  res- 
taurant operations  he  also  has  done 
to  its  airline  catering  ser\ices.  De- 
spite its  early  lead,  Marriott  is  up 
against  rough  competitors  (;ii  all  sides, 
from  other  independents  and  airlines 
which  like  to  run  their  own  food 
show.  Historically,  agreements  be- 
tween airlines  and  caterers  are  un- 
predictable at  best,  normally  includ- 
ing a  clause  allowing  either  party  to 
cancel  on  30  days'  notice.  All  this 
makes  investments  in  multimillion-dol- 
lar flight  kitchens  (one  is  as  big  as 
tfuee  football  fields)  a  real  gamble  if 
•you  do  not  know  what  you  are  doing. 
So  do  losses  incurred  when  the  weather 
causes  traffic  delays,  when  airline 
workers  strike  or  airline  travel  falls  off 
in  a  general  business  downturn. 

To  keep  up  in  the  big-jet  age,  Bill 
Jr.,  armed  with  Marriott's  financial  in- 
centives, again  went  outside,  this  time 
hiring  away  Jerald  O.  Jarrard,  Ameri- 
can Airlines'  sales  and  service  vice 
president.  "We  had  plenty  of  food 
men  around  here,"  says  Bill  Jr.,  "what 
we  needed  was  a  man  who  knows  air- 
lines and  their  needs."  Since  he  took 
over  Marriott's  In-Flite  Services  three 
years  ago,  Jarrard,  a  53-year-old  who 
looks  40,   has  more  than  beefed  up 
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Marriott's  domestic  operations,  ex- 
panding airline  catering  facilities  in 
abnost  all  major  U.S.  airports.  He  has 
reduced  Marriott's  dependence  on 
U.S.  air  travel,  opening  huge  kitchens 
right  and  left  all  over  Central  and 
South  America  and  Western  Europe. 

"We  have  become  a  very  flexible 
operation,  able  to  move  quickly  when 
business  changes,"  says  Jarrard.  "We 
had  our  plan  for  trimming  costs  well 
ahead  of  the  airlines'  current  difficul- 
ties." The  pa\off  is  on  the  bottom  line, 
where  Marriott  In-Flite  Services  is 
"making  a  profitable  return  on  sales  as 
good  as  the  company  as  a  whole." 

Basic  to  such  flexibility  is  the  kind 
of  across-the-board  training  Marriott 
gives  almost  all  its  employees.  As  he 
has  modeled  employee  incentives  after 
Sears,  Bill  Jr.  has  modeled  his  train- 
ing programs  after  those  of  IBM.  Last 
year,  for  example,  he  opened  a  full- 
scale  Learning  Center  at  Marri- 
ott's corporate  headquarters,  fully 
equipped  with  every  kind  of  audio- 
visual aid,  closed-circuit  TV  and  kitch- 
ens. Hundreds  of  Marriott  managers 
stream  in  and  out  for  refresher  courses 
on  everything,  right  along  with  new 
emplo\ees  involved  in  "total  immer- 
sion" training  in  how  to  prepare  and 
serve  fast  foods. 

Right  now  Marriott's  biggest  finan- 
cial investment  is  in  the  hotel  busi- 
ness. "The  hotel  group,"  says  Bill  Jr., 
"will  attain  the  highest  rate  of  growth 
within  the  company  because  it  needs 
fewer  units  to  attain  a  very  large  vol- 
ume of  sales." 

Starting  as  it  has  from  virtual 
scratch,  Marriott  can  pick  and  choose 
the  best  parts  of  the  hotel  business. 
As  against  an  industrywide  average  of 
$18  a  day,  the  typical  Marriott  room 
goes  for  over  $25.  This  is  neither  the 
bottom  of  the  market  noi  the  very  top; 
it  is  the  rich  and  profitable  center. 
Marriott  says  its  typical  guest  is  a  42- 
year-old  business  executive,  with  a 
college  education  and  three  children. 
With  a  $25,000  salary,  he  probably 
has  both  a  good  expense  account  and 
money  of  his  own  to  spend.  Thus  he's 
a  good  prospect  for  the  hotels'  res- 
taurants and  cocktail  lounges;  he'll  eat 
about  half  his  meals  there. 

This  is  the  man  who  does  not  re- 
(juire  pampering,  but  he  does  want 
quality  and  can  pay  for  it.  Marriott 
loves  him  dearly  and  all  its  efforts  are 
aimed  at  him.  It  wants  to  make  him  a 
repeater,  specifying  "Marriott"  when 
he  goes  on  a  company  trip. 

Thus  oriented  to  the  businessman, 
Marriott  naturally  goes  big  for  meet- 
ing rooms  and  banquet  facilities,  lo- 
cating in  coming  business  centers  like 
Atlanta  and  Houston.  Marriott  has 
three  business  group  and  banquet 
salesmen  per  100  rooms  vs.  an  indus- 
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From  Props  To  Jets.  Marriott  first 
got  into  airline  catering  by  pre- 
paring box  lunches  (above)  for 
passengers  at  the  old  Hoover  Na- 
tional Airport  in  Washington,  D.C. 
in  the  1 930s.  It  was  the  first  in- 
dependent airline  caterer  to  de- 
sign special  kitchens  and  loading 
equipment  (below)  for  preparing 
meals  for  the  giant  Boeing  747. 
Now  Marriott  is  gearing  up  for 
the  coming  flood  of  wide-bodied 
jets.  It  also  plans  catering  ser- 
vices in  Africa  and  in  the  Orient. 


try  average  of  less  than  one  per  hun- 
dred. Marriott  also  has  moved  right 
ahead  with  plans  to  open  "advanced 
learning  center  facilities"  for  its  cor- 
porate customers  in  all  its  hotels.  Only 
this  past  September,  Bill  Jr.  an- 
nounced the  agreement  for  Boston's 
Sterling  Educational  Network  to  sup- 
ply classrooms,  technicians  and  multi- 
media audio-visual  training  equip- 
ment in  Atlanta  and  in  Houston. 

Business-oriented,  Bill  Jr.  expects  to 
expand  this  idea  of  learning  centers  to 
his  hotels  at  major  airports  around  the 
country,  from  Washington  to  Chi- 
cago and  at  a  new  hotel  opening  this 
year  at  Los  Angeles  International  Air- 
port. "Airport  hotels  are  popular  as 
airplanes  increasingly  replace  autos  for 
intercity  travel,  and  airport  hotels  are  a 
major  part  of  our  strategy,"  he  says. 

If  business  travel  and  conventions 
account  for  two-thirds  of  Marriott  ho- 
tel traffic,  the  other  third  provides  the 
profit.  Says  ex-Del  E.  Webb  hotel  ex- 
ecutive James  E.  Durbin,  president  of 
Marriott  Hotels:  "We  want  to  treat 
our  corporate  customer  right  so  that 
he  will  bring  his  family  back.  We've 
designed  or  remodeled  our  hotels  for 
both  the  businessman  and  his  fam- 
ily." Says  Bill  Jr.:  "We  try  to  cus- 
tom-design each  hotel  for  the  market, 
not  stamp  them  out  in  quantity  by 
computer.   We   build   larger,    quality 


"There  are  two  main  reasons  for 
my  success,"  says  J.  Willard  Mar- 
riott Sr.  "The  first  is  my  church.  The 
other  is  my  wife.  Fortunately,  my 
sons.  Bill  Jr.  and  Richard,  have  her 
brains  and  my  drive."  The  unity 
and  success  of  the  Marriott  family 
also  is  a  testimonial  to  the  unity 
and  thriving  success  of  Mormon- 
ism,  the  Church  of  Jesus  Christ  of 
Latter-Day  Saints,  or  LDS,  the 
largest,  strongest  and  certainly  the 
richest  made-in-America  faith,  or- 
ganized in  1830  in  Fayette,  N.Y. 

Marriott  Sr.'s  grandparents,  a 
hardy  breed  from  Scotland  and 
England,  were  converted  to  Mor- 
monism  in  the  1850s  by  Mormon 
missionaries  sent  to  England  by 
Brigham  Young. 

On  coming  to  the  U.S.  the  Mar- 
riotts were  among  the  80,000  Mor- 
mon pioneers  who  walked  or  rode 
in  covered  wagons  across  the  coun- 
try and  over  the  Rocky  Mountains 
to  Salt  Lake  City,  Utah.  "Brigham 
Young  asked  my  grandfather,  John 
—who  had  five  wives,  by  the  way— 
to  start  a  settlement  about  three 
miles  from  Ogden,"  says  Bill  Mar- 
riott Sr.  "Marriott  settlement  is  still 
there,  in  fact.  And  that  was  where  I 


New  Gold  In  Golf.  Corporafe  customers  increasingly  wanted  to  hold 
meetings  at  resorts.  So  Marriott  bought  the  Camelback  Inn  in  Scotts- 
dale,  Ariz.,  until  then  an  exclusive  resort  for  the  wealthy  for  a  limited  season. 


properties  at  a  single  location  than 
others  do,  taking  a  year  to  plan  a  hotel 
and  18  months  to  two  years  to  build 
one.  Unlike  Howard  Johnson  and 
Holiday  Irms,  we  build  extensive  con- 
vention facilities.  Hilton  builds  them, 
too,  but  Hilton  has  been  used  to  build- 
ing downtown,  high-rise  hotels.  We 
put  more  resort  features  in  our  hotels, 
more  roomside  parking.  We're  trying 
to  combine  the  best  features  of  the 
roadside  inn  with  the  best  of  down- 
town convention  hotels." 

.  Busy  Like  the  Bees— 


was  born  in  1900.  We  raised  sheep 
and  cattle  and  we  learned  about 
adversity  the  hard  way." 

The  beehive  on  Brigham  Young's 
original  Bee  Hive  House  is  the 
state  symbol  of  Utah.  All  Mormons 


are  taught  as  part  of  their  religion 
that  bee-like  thrift  and  industry  are 
the  best  cure  for  want.  The  senior 
Marriott's  well-known  political  con- 
servatism reflects  in  good  part  this 
bred-in  rugged  individualism.  As 
its  followers  have  prospered,  so  has 
the  Church  of  the  Latter-Day  Saints, 
beneficiaries  of  both  money  and 
spare    time    given    to    the    LDS 


A  typical  Marriott  hotel  will  be  far 
enough  out  of  town  to  allow  for  plenti- 
ful parking,  but  will  otherwise  resem- 
ble very  much  a  downtown  hotel— 
with  recreational  features  like  health 
clubs  and  skating  rinks  thrown  in.  In 
the  Camelback  Inn,  where  extensive 
convention  business  has  been  devel- 
oped since  Marriott  bought  it  in  1967, 
the  new  buildings  have  been  sited  in 
such  a  way  that  the  conventioneers 
offend  neither  the  eyes  nor  ears  of  the 
vacationing    resort-seekers.    "Ideally," 


Church  voluntarily  by  Mormons  of 
every  occupation. 

The  LDS  Church  is  run  by  some 
of  the  sharpest  businessmen  in  the 
U.S.  For  example,  at  the  top  of  its 
strong  central  organization  is  the 
"First  Presidency"  of  three  presid- 
ing high  priests.  One  of  these  is 
Harold  B.  Lee,  chairman  or  vice 
chairman  of  the  board  of  many 
church-owned  enterprises.  Among 
them:  Beneficial  Life  Insurance  Co., 
the  Utah-Idaho  Sugar  Co.  and 
Utah's  largest  department  store.  Lee 
is  also  a  director  of  the  Union  Pa- 
cific Railroad  and  the  Equitable 
Life  Assurance  Society. 

Another  of  the  three  high  priests 
is  N.  Eldon  Tanner,  a  Canadian 
businessman  who  has  been  presi- 
dent of  Merrill  Petroleums,  Ltd.,  a 
director  of  the  Toronto  Dominion 
Bank  of  Canada  and  president  of 
Trans-Canada  Pipe  Line. 

Under  the  First  Presidency  at  the 
top  is  the  church's  Council  of  the 
Twelve  Apostles,  also  a  rather  dis- 
tinguished group,  including  Ezra 
Taft  Benson,  the  late  President 
Eisenhower's  Secretary  of  Agricul- 
ture and  Marion  Romney,  a  cousin 
of  Mormon  George  Romney. 
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says  Marriott,  "one  of  our  hotels 
should  appeal  to  all  three  markets: 
traveling  businessmen,  conventioneers 
and  traveling  families. 

"We  pay  big  attention  to  the  week- 
end problem,"  he  goes  on.  "That  is  the 
big  problem  in  the  hotel  business.  We 
anaKze  what  we  can  do  in  the  facility 
to  build  up  weekend  activity.  The  sur- 
rounding sights  and  so  forth.  Conven- 
tion possibilities  for  weekdays.  Family 
possibilities  for  weekends.  At  Chicago's 
O'Hare  airport,  for  instance,  we  built 
a  hotel  that  would  also  attract  local 
residents  on  the  weekend.  We  pro- 
mote 'an  escape  weekend'  for  the  fam- 
ily at  all  our  hotels." 

Marriott  has  carefully  studied  Play- 
boy's highly  successful  new  resort  at 
Lake  Geneva,  Wis.,  which  has  golf 
courses,  tennis  facilities  and  a  night- 
club with  big-name  entertainment. 
Says  Bill  Jr.:  "We'd  like  to  do  this 
sort  of  thing  about  an  hour's  drive 
from  downtown.  A  place  where  con- 
ventions can  be  held  in  nice  surround- 
ings, again  where  we  can  attract  fam- 
ily business.  I  think  that  this  type  of 
hotel  has  a  great  future.  Naturally, 
\s ell  try  to  get  near  an  airport." 

The  first  franchised  Marriott  Inns, 
averaging  about  200  rooms  each,  also 
follow  Bill  Jr.'s  careful  approach  of 
tailoring  his  hotel  properties  to  sep- 
arate segments  of  the  vast  travel  mar- 


kets. Now  up  to  1,100  rooms,  there  are 
six  Marriott  Inns  located  mostly  in  key 
Midwestern  cities.  They  are  tailored  to 
the  businessman  in  and  out  of  cities 
of  around  150,000  population. 

What  next?  A  new  travel  division 
called  Marriott  World  Travel,  an- 
nounced this  past  November.  "It  will 
take  two  to  three  years  to  get  this  one 
rolling,"  says  Durbin.  "But  it  could 
bring  in  as  much  profit  or  more  than 
our  hotels  now  do."  The  purpose  of 
the  new  division,  now  being  stafi^^ed, 
is  to  put  together  new  travel  and  des- 
tination packages,  involving  cruise 
ships  and  charter  services. 

"It  is  a  nice  low  investment  busi- 
ness to  get  into,"  says  Bill  Jr.  "I  think 
that  it  will  also  help  fill  a  gap  in  our 
ability  to  get  people  from  outside  the 
U.S.  to  come  here  the  way  we  go 
there."  Marriott  also  sees  his  new 
world  travel  service  as  another  way  for 
locating  new  hotel  sites  in  the  foreign 
field.  "After  all,  we'll  be  working  with 
everybody  to  put  these  new  packages 
together.  So  we'll  get  to  know  who 
and  what  very  well." 

All  of  this,  of  course,  raises  a  ques- 
tion. Can  Marriott  continue  to  expand 
into  new  businesses  and  into  a  far 
greater  volume  without  losing  some  of 
the  small-company  traits  that  have 
made  it  so  successful?  Can  it  continue 
to  watch  the  salad  girls,  while  worry- 


The  Mormons  are  plugged  in  ev- 
erywhere. They  include  ex-Feder- 
al Reserve  Board  head  Marriner 
Eccles,  now  head  of  Salt  Lake's 
First  Security  Corp.;  the  present 
or  past  chairmen  or  presidents  of 
Anaconda  (C.  Jay  Parkinson), 
American  Smelting  &  Refining  (Rob- 
ert D.  Bradford),  Continental  Il- 
linois National  Bank  (Secretary  of 
the  Treasury'  David  M.  Kennedy), 
Pacific  Mutual  Life  Insurance  Co. 
(Stanton  G.  Hale),  National  Biscuit 
(Lee  Bickmore),  F.W.  Woolworth 
(Robert  C.  Kirkwood),  Husky  Oil 
(Glenn  Nielson).  The  Disney  orga- 
'  nization  is  loaded  with  Mormons. 

With  all  that  business  acumen 
going  for  it,  the  Mormon  Church 
owns  or  has  owned  radio  and  TV 
stations,  clothing  factories,  canner- 
ies and  one  of  the  largest  book- 
stores west  of  the  Rockies.  The 
church's  ranches  in  Florida  now  ex- 
ceed 700,000  acres  for  breeding 
more  than  100,000  cattle. 

The  LDS  Church  reportedly  is 
worth  at  least  $500  million  to  $1 
billion  in  real  estate  and  other  in- 
vestments, with  a  daily  income  of 
$1  million  or  close  to  $400  million 
a  year.  "But  we  pay  taxes  on  every- 


thing we  own,  unlike  other  re- 
ligious organizations,"  says  Rich- 
ard Evans,  one  of  the  esteemed 
Council  of  Twelve  Apostles.  "We 
also  still  get  our  largest  amount  of 
income  from  tithing  our  members. 
Our  only  tax-free  operations  di- 
rectly involve  ecclesiastical  affairs." 
The  Mormons  have  no  paid  clergy. 

The  fnoney  goes  into  the  pro- 
grams of  the  church,  from  funding 
its  own  welfare  system  to  dollars 
for  Brigham  Young  University. 

The  church  has  put  a  high  pre- 
mium on  education  ever  since 
Brigham  Young's  day.  In  fact, 
Utah  is  said  to  have  a  higher  level 
of  education  per  capita  than  prac- 
tically any  other  state  in  the  Union. 

One  important  use  of  the  mon- 
ey is  in  financing  missionary  opera- 
tions everywhere  in  the  world. 
The  payoff?  Since  the  1950s  the 
LDS  church's  membership  has  al- 
most tripled  to  3  million.  "Most 
people  think  we  are  all  in  Utah," 
says  Evans.  But  though  Mormons 
make  up  70%  of  that  state's  popu- 
lation, there  are  •  only  700,000 
there.  The  Mormons  are  even  con- 
verting the  Japanese  at  the  rate  of 
2,000  people  a  year. 


An    Influential    Republican, 

close  to  Presidents  Hoover  and 
Eisenhower,  Bill  Marriott  Sr. 
put  on  President  Nixon's  In- 
augural Ball  and  sponsored 
last  year's  Honor  America 
Day,  co-chaired  by  Bob  Hope 
and  Billy  Graham.  His  wife, 
Alice,  also  has  held  top  fiscal 
posts  in  the  Republican  party. 


ing  about  opening  a  new  hotel  in,  say, 
Africa  or  Asia?  Overseas  expansion, 
where  Marriott  has  been  late,  is  next 
on  the  schedule. 

Bill  Jr.  and  his  parents  think  it  can 
be  done.  "The  idea  is  to  pass  the 
thinking  of  the  top  men  to  the  next 
level  of  upcoming  managers,"  says 
Foster  Kunz,  vice  president  of  indus- 
trial relations.  "The  Marriotts  have 
done  this  from  one  generation  to  the 
next.  Now  Bill  Jr.  is  doing  this  with 
our  16  division  heads.  We'll  keep  on 
doing  it  as  we  expand.  That  is  why 
we're  spending  $1  million  a  year  on 
management  development." 

Thus  confident  of  being  able  to 
think  small  and  think  big  at  the  same 
time,  Bill  Jr.  talks  confidently  of  the  fu- 
ture. "We've  been  doubling  every  five 
years.  I  see  no  reason  why  we  cannot 
keep  growing  on  our  target  of  15%  a 
year  and  be  a  $700-million  company 
in  five  years.  After  that  it  is  going  to 
be  rougher— doubling  to  a  $1.4-billion 
company.  Right  now  we  are  concen- 
trating on  getting  to  $700  million  in 
the  next  five  years.  We  have  three- 
and  five-year  plans  worked  out  for 
this,  depending  on  the  area  of  our 
business. 

"All  our  group  heads  have  their 
targets  and  I  think  that  they  will 
make  them." 

A  lot  of  people  have  talked  this 
way  in  recent  years  and  then  fallen 
flat  on  their  faces.  On  the  record, 
however,  the  Marriotts  have  an  excel- 
lent chance  of  pulling  it  oflF.  ■ 
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Drawing  to  an  Inside  Straight 

It's  nice  to  be  lucky,  but  how  long  can  you  count  on  good  luck  continuing? 


It's  much  better  to  be  lucky  than 
clever,  British  novelist  Somerset 
Maugham  once  remarked.  The  recent 
history  of  ocean  shipper  Seatrain 
Lines  would  seem  proof  enough  of 
that  statement— unless  you  are  willing 
to  credit  the  company's  top  executives 
with  an  unearthly  sense  of  timing. 

When  Joseph  Kahn,  Seatrain's 
chaimian,  and  Howard  M.  Pack,  its 
president,  took  over  the  company  in 
1965  and  combined  it  with  their  own 
bulk  shipping  business,  Seatrain  was 
just  rounding  out  a  five-year  period  in 
which  it  had  lost  money  every  year. 
But  by  the  end  of  its  1970  fiscal  year 
(ended  June  30),  operating  revenues 
had  risen  more  than  500%  over  1965 
levels  to  $99  million,  on  which  the 
company  made  $15.3  million. 

Behind  this  stunning  turnaround 
were  a  couple  of  helpful  develop- 
ments. Kahn  and  Pack  had  taken  com- 
mand at  Seatrain  just  as  the  Vietnam 
war  buildup  was  about  to  get  into  full 
swing.  Seatrain's  old  container  liners, 
with  their  open,  heavy  decks,  were 
perfect  for  carrying  tanks  and  other 
similar  military  equipment.  The  result 
was  a  rush  of  military  charters  for 
ships  already  commercially  unprofit- 
able. Such  military  charters  still  ac- 
count for  35.5%  of  company  revenues. 

Another  factor  in  Seatrain's  come- 
back was  the  boom  in  bulk  commod- 
ity shipping— especially  oil,  where  the 
boom  was  touched  off  by  the  closing 
of  the  Suez  Canal  in  1967.  The  next 
year  Seatrain's  revenues  were  up  43%, 
while  earnings  more  than  doubled. 
Bulk  cargo  chartering  still  accounts 
for  39.5%  of  revenues. 

Luck  or  %km7 

One  might  be  tempted  to  attribute 
this  comeback  to  a  remarkable  sense 
of  things  to  come,  but  for  the  fact 
that  the  company's  other  gambles 
have  fared  far  more  poorly.  The  first 
was  converting  that  old  white  ele- 
phant, the  115,000-deadweight-ton 
tanker  Manhattan,  into  an  ice-break- 
ing tanker  meant  to  open  the  North- 
west Passage  and  tap  the  oil  riches  of 
Alaska's  North  Slope. 

The  Manhattan,  bought  from 
Greek  .shipping  king  Stavros  Niarchos 
in  1962,  had  been  so  expensive  to 
build  and  operate  that  she  was  lan- 
guishing in  the  grain  trade  when 
Kahn  and  Pack  undertook  her  conver- 
sion. She  made  the  trip  on  charter  to 
Humble  Oil,  but  was  totally  unsuccess- 
ful in  proving  the  economic  feasibility 
of  the  route.  Returned  by  Humble, 
she  is  now  profitably  chartered,  ice- 
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breaking  prow  and  all,  as  an  oil  tank- 
er once  more. 

A  second  Seatrain  gamble,  on  con- 
tainer ships,  looks  just  as  unpromis- 
ing. This  month  Seatrain  will  take  de- 
livery on  the  first  of  four  huge  Ger- 
man-built container  ships,  each  able 
to  carry  960  containers.  They  were 
cheap  to  build  and  should  be  cheap 
to  run— but  not  cheap  enough  to  show 
a  profit  in  the  murderously  competi- 
tive North  Atlantic  container  trade. 
"Eighteen  months  ago  a  container  in 
the  North  Atlantic  trade  brought  in 
$1,500  in  annual  revenue,"  says 
Chairman  Kahn.  "Now  it  is  under 
$700.  We  definitely  miscalculated  in 
the  North  Atlantic." 

Recently  the  plot  thickened  when 
R.J.  Reynolds  Industries,  whose  Mc- 
Lean Industries  subsidiary  is  the 
fourth-largest  container  carrier  on  the 
North  Atlantic  (with  some  13.2%), 
made  a  bid  for  No.  One  carrier  U.S. 
Lines  (with  23.5%).  The  Justice  De- 
partment has  since  filed  an  antitrust 
suit  against  the  acquisition.  The  out- 
come of  the  suit  is  in  doubt,  but  it 
should  at  least  delay  any  reduction  of 
North     Atlantic     container     capacity 


Big  Bird.  Wifb  60,000  horse- 
power, Seatrain's  new  con- 
tainer ship  (below)  "might  fly 
if  they  give  it  full  power," 
remarked   one   shipping   man. 


that   might   result  from   the  merger. 

Seatrain  is  in  the  early  stages  of  its 
third  gamble,  on  shipbuilding.  In 
1969  it  took  over  the  old  Brooklyn 
Navy  Yard  on  a  long-term  lease  from 
the  Government,  with  federal  and 
New  York  City  financial  assistance.  In 
doirig  so  it  agreed,  over  a  five-year 
period,  to  hire  and  train  9,000  work- 
ers, most  of  them  hard-core  unem- 
ployed. Only  500  workers  have  been 
hired  to  date;  but  a  start  has  been 
made  on  two  230,000-ton  supertank- 
ers, scheduled  for  1972  and  1973  de- 
livery, that  have  already  been  char- 
tered profitably  to  a  Standard  Oil 
(N.J.)  subsidiary.  The  presumption,  of 
course,  is  that  Seatrain  will  be  able  to 
make  satisfactory  progress  on  its  ad- 
mittedly special  hiring  and  training 
problems  and  get  the  ships  built  cor- 
rectly and  on  time. 

Even  if  this  initial  hurdle  is  cleared, 
however,  Seatrain's  shipbuilding  fu- 
ture seems  problematical  at  best.  One 
of  the  company's  hopes  had  been  for 
U.S.  shipbuilding  to  boom  as  a  result 
of  opening  the  Northwest  Passage  for 
Alaskan  oil  to  flow  to  the  U.S.  East 
Coast;  as  coastwise  trade  it  must  by 
law  be  carried  in  U.S. -built,  U.S.- 
flag  vessels.  That  prospect  now  seems 
dim.  So  Kahn  and  President  Pack  are 
looking  toward  the  carriage  of  Alas- 
kan oil  from  the  terminus  of  a  pro- 
spective pipeline  at  Valdez,  on  Alas- 
ka's southern  coast,  to  West  Coast 
consumption  centers.  Kahn  estimates 
it  would  take  a  dozen  supertankers 
like  the  two  Seatrain  is  now  buUding 
to  carry  2  million  barrels  per  day  from 
Valdez  to  the  West  Coast.  "But,"  he 
adds,  "many  U.S.  shipbuilders  can 
turn  out  100,000  tonners."  That  is 
close  enough  to  be  close  competition. 

Table  Stakes 

The  ultimate  question  is  likely  to 
be  the  number  of  disappointments 
Seatrain  can  sustain,  given  the  com- 
pany's present  financial  posture.  Its 
long-term  debt  last  June  30  stood  at 
$168  million,  up  66%  since  fiscal  1969 
and  nearly  2M  times  its  equity.  Its 
capital  expenditures  in  its  last  fiscal 
year  were  up  78%  to  $102  million;  its 
cash  flow  was  only  $27.7  million;  and 
it  had  a  negative  working  capital  of 
$35.3  million. 

With  the  container  business  look- 
ing like  a  >ears-to-come  loser,  Sea- 
train has  a  lot  riding  on  its  .shipbuild- 
ing gamble.  Such  gambles  have  been 
known  to  pay  off,  of  couise.  But  the 
nature  of  gambles  is  that  sometimes 
they  don't.  ■ 

FORBES.   FEBRUARY  1.   1971 


Goodbye,  Victoria^ 


Britain's  Lyons  Corner  Houses  will  soon  be  no  more.  But  what  a  company  was  built  on  them! 


Anyone  who  returns  to  the  United 
Kingdom  next  summer  will  quickly 
realize  that  something  is  missing.  He 
won't  find  a  Lyons  Corner  House  an\- 
where.  J.  Lyons  &  Co.  Ltd.  is  swiftK 
converting  its  once-ubiquitoiis  white 
and  gold  teashops  into  a  chain  of  mod- 
em restaurants  called  Jolyoii-which 
means  the  end  of  a  national  institution. 

ActualK,  the  Corner  Houses  were 
the  only  visible  sign  of  a  S372-million- 
a-year  food  and  real  estate  compan\ 
that  invented  prepared  frozen  foods 
during  World  \\  ar  H  and,  surprising- 
ly, made  and  marketed  the  first  busi- 
ness data  processing  computer. 

The  teashops  were  started  in  \'ic- 
torian  times  for  ladies  uho  wanted  a 
snack  but  wouldn't  l>e  caught  dead  in 
a  pub.  But  today's  British  women  en- 
joy a  nip  as  much  as  their  men; 
hence  the  teashops  have  now  become 
restaurants  with  bars.  Why  did  Lyons 
take  so  long  to  catch  on  to  this  fact 
of  lifc'P  Because  this  giant  British  food 
company  had  fallen— like  much  of 
British  industry— behind  the  times.  It 
now  works  overtime  to  catch  up. 

The  changes  started  in  mid-1966. 
The  family  that  founded  J.  Lxoiis  & 
Co.  Ltd.  held  up  a  mirror  to  itself  and 
decided  that  it  didn't  like  what  it  saw . 
The  problem  was,  as  a  member  of  the 
family.  Chairman  Geoffrey  Salmon, 
later  e.xplained:  "We  were  more  like  a 
family  partnership  than  anything  else. 
Tilings  didn't  change.  We  just  got  big- 
ger."  Although  it  is  a  public  company, 
with  85?  of  its  15.6  million  shares  in 
public  hands,  it  is  for  all  practical 
purposes  a  family  operation;  Only  the 
family's  shares  have  a  vote— and  they 
must  be  \oted  not  by  individuals  but 
by  the  family  as  a  family. 

The  family  sat  down  and  figured 
out  what  the\  were  doing  wrong  and 
what  they  should  do  about  it.  In  one 
bound  and  in  just  a  few  years,  they 
leaped  from  the  Victorian  .\ge  into  the 
1970s.  Sales  and  earnings  soared  with 
them.  And  so  did  the  stock,  from  a 
low  of  25  shilUngs  into  the  90-shil- 
ling  area  (it  was  recently  near  80). 

J.  Lyons  &  Co.  Ltd.  was  founded 
by  four  brothers  named  Gluckstein 
and  a  brother-in-law,  Barnett  Salmon. 
They  were  then  running  a  successful 
tobacco  business,  selling  cigars  under 
a  brand  name  that  should  have  made 
Britons  shudder  but  didn't:  Youneed- 
as.  It  was  Montague  Gluckstein,  him- 
self a  teetotaler,  who  noted  the  plight 
of  the  ladies  and  suggested  opening 
a  teashop  where  ladies  could  go  alone 
or  bring  their  children. 

Within   two  years   there   were    17; 
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b\  1939,  there  were  200  in  London 
and  .50  more  in  the  provinces.  Ulti- 
matel>,  the  tobacco  stores  were  sold 
to  Imperial  Tobacco  and  the  proceeds 
invested  in  the  food  business.  Then 
Lyons  went  into  the  hotel  business, 
first  with  the  Strand  Palace  Hotel, 
tlien  with  the  Regent  Palace  and  the 
Cumberland.  Today  Lyons  has  16 
hotels  and  two  under  construction. 
During  World  War  II,  Lyons  invented 
frozen  cooked  foods  as  a  wartime  ne- 
cessity. The  government's  wartime  re- 
strictions on  transport  made  it  hard  for 
Lyons  to  get  food  to  its  teashops, 
restaurants  and  hotels;  at  the  same 
time,  it  had  unused  refrigeration  ca- 
pacity from  being  forced  to  close 
down  an  ice-cream  plant.  This  gave 


the  late  Leonard  Gluckstein  an  idea, 
and  from  it  came  a  method  of  freezing 
cooked  foods  that  could  be  stored  for 
as  long  as  six  months,  reheated  and 
.served.  After  the  war,  Lyons  was  also 
the  first  company  to  cater  frozen 
cooked  food  to  airlines. 

Computers?  Lyons  started  thinking 
about  computers  as  fai'  back  as  1935. 
After  the  war,  it  started  looking  for  a 
high-speed  calculator  to  handle  such 
operations  as  invoicing  and  payroll, 
but  there  was  none  on  the  market. 
The  few  computers  that  did  exist  were 
still  in  univeisity  laboratories.  From  a 
machine  built  at  Cambridge  Univer- 
sity by  Dr.  M.V.  Wilkes,  Lyons  man- 
aged to  develop  its  own,  the  LEO,  at 
a  cost  of  less  than  $5  million. 

Lyons'  trouble  was  that  it  could  in- 
novate, but  il  couldn't  market.  Having 
invented  packaged  tea,  today  it  has 
only  14%  of  the  U.K.  market,  while 
Brooke  Bond  has  40%  and  Ty  Phoo 
(owned  by  Cadbury  Schweppes)  20%. 
In  frozen  cooked  foods,  Unilever's 
Birds  l^ye  foods  has  forged  way 
ahead  to  dominate  the  U.K.  market. 

The  LEO  computer  failed  because 
of  the  failure  of  the  family  members 
to  agree.  As  they  argues!  about  going 
into  all-out  production,  IBM  swept 
ahead.  In  1963  Lyons  merged  its 
computer  operations  with  English 
Electric,  and  two  years  later  aban- 
doned the  computer  business  entirely. 

Lyons  kei^t  growing  in  sales,  but 
profits  began  to  stagnate.  Between 
1964  and  1966,  they  stayed  on  a  pla- 
teau of  aroinid  $7.2  million.  This  irked 
the  family's  pride,  and  The  City  be- 
gan to  grumlile.  That's  when  the  fam- 
ily held  up  a  mirror  to  itself. 

Result:  The  retirement  age  of  65 
now  is  rigidly  enforced  even  for 
Glucksteins  and  Salmons;  their  repre- 
sentation on  the  f)oard  and  in  man- 
agerial   positions    is    dropping.    Xon- 


Ihe  old  Victorian  facade  of  Lyons 
Corner  Houses  fias  a  new  look,  buf 
it's  only  fhe  most  visible  part  of  the 
changes  going  on  at  the  $372-mil- 
lion  (sales)  food  and  hotel  company. 


m'mm: 
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Dial  a  number 
and  see  World  Warn  come  to  an  end. 


How  can  you  make  school  more  inter- 
esting? And  how  do  you  give  teachers 
more  time  to  deal  more  effectively  with 
each  student  on  an  individual  basis? 

Two  big  questions  for  American  edu- 
cation. And  GTE  Information  Systems  is 
helpingtoanswerboth. 

It's  our  Chester  Electronic  Laborator- 
ies'dial  access  information  retrieval  sys- 
tem. It's  a  combination  of  TV  screen, 
headphones,  and  a  dial  that  gives  access 
to  a  whole  library  of  films,  tapes,  and 
slides. 

A  student,  working  at  his  own  pace, 
simply  dials  a  code  number  and  then 
actually  sees  and  hears  a  particular  les- 
son. Right  before  his  eyes  Worfd  War  II 
comes  to  an  end.  Or  a  caterpillar  turns 
into  a  butterfly.  Or  a  living  cell  repro- 
duces itself. 

There's  a  world  of  difference  between 
seeing  and  hearing  something  and  just 
reading  about  it.  It's  a  difference  that 
can  hold  the  attention  of  today's  "TV 
Generation"  the  way  the  old  blackboard 
can't. 


And  while  the  students  are  working  at 
their  own  pace,  seeingand  hearing  their 
individual  lessons  on  the  dial  access  sys- 
tem, the  teacher  is  free  to  answer  ques- 
tions or  handle  problems  on  a  personal 
basis. 

Every  year,  Chester  dial  access  infor- 
mation retrieval  systems  helpalmosthalf 
a  million  students  get  a  better  educa- 
tion. By  helping  them  get  more  informa- 
tion more  easily  and  more  interestingly. 
That's  what  makes  us  the  leader  in  the 
field. 

Whether  you're  looking  for  a  better 
way  to  train  people  for  business  and  in- 
dustry, or  improve  the  quality  of  a  col- 
lege curriculum,  whether  you  need  a 
single  remote  terminal,  or  a  complete 
facilities  management  operation,  GTE 
Information  Systems  has  the  unique 
blend  of  products,  support  and  services 
to  get  you  the  information  you  need  to 
operate  successfully  in  the  Seventies. 

And  we  figure  helping  students  see 
World  War  II  come  to  an  end  is  a  good 
way  to  begin. 


Introducing  HTTa  inFORmATIDn  SVSTEms 


Four  Corporate  Drive,  White  Plains,  NY.  10604,  a  part  of  General  Telephone  &  Electronics. 


family  board  members  have  a  vote. 
The  board  and  management  have 
been  divorced. 

The  company  lias  begun  to  capital- 
ize on  its  real  estate  holdings.  An  ex- 
amination showed  that  many  of  them 
weren't  really  needed  for  operations, 
and  these  have  been  rented.  The  in- 
come has  been  used  to  finance  new 
acquisitions  in  food  and  to  expand  the 
hotel  business  in  Europe  as  well  as  in 
the  U.K.  Lyons  has  started  a  fran- 
chise operation,  the  \Vimp\'  Bars, 
which  have  made  hamburgers  a  com- 
monplace througliout  both  the  U.K. 
and  Western  Europe. 

The  reorganization  has  worked 
wonders.  Sales  have  risen  from  $285.6 


Salmon  of  J.  Lyons 


million  in  fiscal  1967  to  fiscal  1970's 
$372  million,  and  are  still  rising.  Earn- 
ings before  taxes  went  from  $8.5  mil- 
lion in  fiscal  1967  to  $13.4  million 
in  fiscal  1970.  Lyons  now  has  about 
40!?  of  the  U.K.  ice-cream  market, 
10%  of  the  bread  market,  26«  of  the 
cake  market,  80%  of  the  market  in  un- 
branded  instant  coffee. 

A  murmur,  polite  but  insistent,  has 
risen  in  The  City  for  the  family  to  put 
voting  shares  on  the  market.  This  al- 
most certainly  would  send  Lyons  stock 
up  even  more.  However,  there  is  not 
much  likelihood  of  this  happening. 
The  family  may  have  changed  its 
ways,  but  that  modern  it  isn't  likely 
to  become.  ■ 


Damn  the  Smog,  Full  Steam  Ahead! 

Inventor  Bill  Lear  is  gambling  millions  to  build  a  clean  steam  engine 
for  cars.  He  says:  "Compared  to  me,  Nick  the  Creek  was  a  piker." 


Inventor  William  Lear,  a  devil-may- 
care  gambler,  is  risking  financial  sui- 
cide by  trying  to  build  a  pollution- 
free  auto  engine.  But  he  isn't  worried 
after  all  lie  has  been  through. 

Three  years  ago  he  died  on  an  op- 
erating table  for  nine  seconds,  before 
doctors  could  revive  him.  But  the 
worst  was  to  follow.  Like  other  ac- 
tive men  who  have  sur\'i\ed  grave  ill- 
ness, the  long  recuperation  got  him 
down.  "I  felt  so  goddamn  useless," 
says  Lear,  "that  I  wanted  to  kill  my- 
self." But  he  wanted  to  go  with  a  flair 
—piloting  a  plane  into  the  ocean. 
Kamikaze-style.  In  death  as  in  life, 
he  would  make  a  big  splash. 

That's  as  far  as  the  daydream  got. 
His  wife— his  fourth  to  be  exact— put 
him  back  in  bed  and  told  him  to  quit 
acting  like  a  baby.  Within  a  year,  he 
was  back  on  his  feet  and  working  on 
a  pollution-free  steam  engine— the 
most  challenging  project  of  his  career. 

"I  want  to  be  the  man  who  eradi- 
cated air  pollution,"  says  Lear. 
"Wouldn't  that  be  something?"  In- 
deed, it  would.  But  right  now,  it  looks 
virtually  impossible  for  one  man. 

The  perfect  auto  engine  would  cost 
about  $300  million  to  build,  some 
$270  million  more  than  Lear  has 
amassed  in  a  lifetime  by  inventing 
such  moneymakers  as  the  car  radio, 
the  eight-track  stereo  cartridge,  the 
automatic  aiiplane  pilot  and  by  de- 
signing a  popular  executive  jet.  To 
date,  he  has  sunk  $6  million  of  his 
$30-million  fortune  into  the  engine, 
and  each  month  pumps  another 
$250,000  into  the  Lear  Motor  Corp. 
factory,  appropriately  located  in  a 
gambler's  paradise— Reno. 

What  does  Lear  have  to  show  for 
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his  investment?  At  this  point,  very  lit- 
tle. He  has  a  clean  and  promising 
steam  engine,  which  Lear  claims  could 
power  a  standard  car  or  bus  up  to 
400,000  miles  on  low-grade  fuel.  And 
the  engine,  which  has  only  one  mov- 
ing part,  would  run  virtually  mainte- 
nance-free. There  are  still  huge  prob- 
lems, however.  For  example,  Lear  is 
seeking  a  better  liquid  chemical  to 
form  the  vapor  that  powers  the  en- 
gine. (He  calls  his  chemical  Lear- 
ium.)  And  today  his  20/2-pound  en- 
gine would  cost  $50,000  (though 
Lear  quickly  adds  that  volume  could 
drive  it  below  the  $250  cost  of  a 
standard  internal-combustion  engine). 
"We  are  closer  than  anyone  else," 
Lear  insists.  But  he  is  still  years  from 
paydirt,  partly  because  he  lacks  finan- 
cial backing.  Lear,  who  only  wants  to 
license  the  auto  makers  to  use  his 
engine,  now  feels:  "I  will  have  to  go 
into  the  automobile  business  myself  to 


get  the  first  5,000  cars  on  the  market 
in  two  years."  The  first  road  model,  a 
modified  Chevrolet,  will  be  built  in 
about  a  month. 

Pollution-plagued  automobile  mak- 
ers around  the  world  are  keeping  an 
eye  on  Lear.  But  only  General  Motors 
is  actively  helping  him.  CM  has  do- 
nated about  $200,000  worth  of  parts 
for  the  steam  engine,  which  could 
eliminate  auto  pollution.  But  no  cash. 
By  contrast,  GM  is  investing  $50  mil- 
lion in  the  Wankel  engine,  a  new 
<ype  of  internal-combustion  motor 
that  promises  only  to  reduce  pollution. 
"If  we  succeed,  GM  will  be  in  on  the 
ground  floor,"  says  Lear.  "If  we  fail, 
GM  can  say:  'We  did  all  we  could, 
but  the  steam  engine  won't  work.' " 

Surprisingly,  Lear  is  grateful  to  GM 
—"I  owe  them  my  loyalty  for  helping 
me"— and  conciliatory  about  all  the 
other  car  manufacturers.  "They  spent 
$75  billion  and  75  years  perfecting 
the  internal-combustion  engine,"  says 
the  68-year-old  Lear.  "Now  if  the\ 
are  forced  to  retool  for  the  steam 
engine,  all  those  write-offs  will  show 
up  on  their  balance  sheets." 

However,  Lear  is  sure  internal  com- 
bustion will  be  replaced  in  time  as  the 
Federal  Go\'ernment  tightens  pollu- 
tion standards.  "Internal  combustion, 
including  the  Wankel  engine,  will 
never  be  clean  enough.  Within  ten 
years,  the  internal-combustion  engine 
will  be  a  collector's  item." 

Will  Lear  strike  it  rich  with  his 
steam  engine?  Even  he  isn't  positive. 
"I  could  possibly  lose  all  my  money," 
he  told  Forbes.  "Steam  may  not  be  the 
answer."  But  later  he  said:  "I'll  get 
my  money  back— many  times  over- 
beginning  in  two  years."  ■ 
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Two  or  three  >ears  ago  the  30- 
year-old  fund  managers  would 
drop  into  Wall  Street  bars  after 
the  market  closed,  compare  perfor- 
mance records,  swap  "stories"  of 
the  next  hot  stocks  and  laugh  at 
the  old  bumblers  who  still  talked 
about  fiduciar>'  responsibihty  and 
old-fashioned  stuff  like  Benjamin 
Graham's  central  value  theory. 

Well,  they  aren't  laughing  at  fel- 
lows like  57-year-old  Jeremy  C. 
Jenks  any  longer.  Many  of  the 
young  men  who  scoffed  at  the  old- 
timers  are  back  working  as  ordi- 
nar\'  security  analysts  or  not  work- 
ing at  all,  and  Jenks  is  running  the 
S33-million-assets  Eberstadt  Fund, 
and  running  it  very  well:  Accord- 
ing to  Arthur  Lipper  Corp.,  from 
1968  through  1970  it  was  up  \\.^% 
vs.  a  4.5?  decline  in  the  Standard 
&  Poor's  500  stock  average. 

As  a  yoimg  man  in  the  Street  25 
years  ago,  Jerrv'  Jenks  did  not  scoff 
at  his  elders.  Among  his  most  vivid 
memories  are  the  evening  bull  ses- 
sions, after  meetings  of  the  then 
fledgling  New  York  Society  of  Se- 
curity Analysts,  in  the  East  Side 
apartment  of  the  late  Helen  Slade, 
assistant  editor  of  Financial  Ana- 
lysts Journal.  There  were  famous 
names  present:  the  late  investment 
genius  Imrie  DeV'egh;  Forbes  col- 
umnist Lucien  Hooper;  Albert  Het- 
tinger, former  Harvard  Business 
School  professor  and  now  (and 
then)  senior  partner  at  Lazard 
Freres.  Also  present  occasionally 
was  a  young  Columbia  economics 
professor,  by  the  name  of  Arthur 
Burns.  Then  there  was  the  master 
himself,  Benjamin  Graham,  whose 
Security  Analysis  is  still  the  classic 
book  in  the  field. 

What  Jenks  learned  then  he 
practices  now.  Which  explains  two 
things:  1)  why  Jenks  and  people 
like  him  were  not  especially  hot 
during  the  hot  stock  markets  of 
1967  and  1968;  and,  2)  why  Jenks 
is  doing  well  today. 

When  the  market  was  running 
wild  in  1968  and  1969,  Jenks  felt 
stock  prices  had  gotten  way  ahead 
of  value.  By  the  same  token,  he  is 
bullish  today,  because  he  feels 
prices  have  fallen  below  value  in 
many  cases.  "If  I'm  right  about  my 
general  expectations,"  he  says, 
"why,  the  Dow  will  be  up  in  the 
1200  area  in  two  or  three  years." 


Jenks  is  an  unabashed  disciple  of 
Benjamin  Graham.  Graham,  now 
retired  and  living  in  California,  ex- 
pounded the  concept  of  intrinsic 
value  in  his  30-odd  years  of  writ- 
ing and  lecturing.  Every  stock,  ac- 
cording to  Graham,  has  an  intrinsic 
value.  The  time  to  buy  is  when  its 
market  value  gets  lower  than  its  in- 
trinsic value.  The  time  to  sell  is 
when  the  price  gets  ahead  of  that 
value.  As  early  as  last  February 
Jenks  felt  the  market  values  of 
many  stocks  had  fallen  well  below 
their  intrinsic  value. 

Intrinsic  values— sometimes  called 
central  values— is  not  a  formula.  It 
is  intended  to  provide  a  perspec- 
tive that  shields  the  investor  from 
the  daily  headlines,  the  bursts  of 
speculation  and  the  periods  of  fear. 
Take  the  May  1970  100-point  col- 
lapse of  the  Dow  Jones  industrial 
average.  Its  depth  and  swiftness 
destroyed  the  last  ounce  of  confi- 
dence of  many  of  the  young  trad- 
ers and  speculators.  Jenks  felt  that 
the  decline  went  too  far,  but  it 
didn't  shake  his  confidence.  In  his 
longer  view,  it  was  no  more  than 
a  psychological  market  reaction  to 
the  Cambodian  invasion.  "I  don't 
think  a  fund  manager  should  be 
required  to  predict  the  psychologi- 
cal aberrations,"  says  Jenks.  But  he 
feels  the  invasion  lowered  the  mar- 
ket values  of  many  more  stocks  be- 
low their  intrinsic  values. 

By  nature  and  by  training,  Jenks 
assumes  that  in  the  long  run  the 
market  will  go  up.  Along  the  way 
there  will  be  bull  markets,  flat  mar- 
kets, bear  markets.  His  job  is  to 
maneuver  through  these  markets, 
trying  to  catch  part  of  each  bull 
market.  He  does  not  try  to  wring 
every  last  point  out  of  it,  though. 
Nor  does  he  claim  he  will  be  able 
to  buy  at  the  absolute  bottom. 

Executing  this  philosophy  re- 
quires far  more  than  playing 
hunches.  The  key  to  a  market  rise 
is  improved  corporate  profits, 
which  depend  on  the  economy.  So, 
several  times  a  year,  Jenks  makes 
his  own  economic  analysis. 

A  lot  of  people  would  probably 
disagree  with  Jenks'  current  eco- 
nomic analysis,  but  it  helps  explain 
why  he  is  bullish,  and,  perhaps, 
why  the  market  has  risen  sharply 
in  the  last  few  months.  Jenks  be- 
lieves President  Nixon's  program 
against  inflation  "will  reasonably 
work."  Further,  barring  unforeseen 
international  events,   inflation  will 


Jenks  of  Eberstadt  Fund 


he  reduced.  The  impact  of  the  un- 
ions' 30%  and  40%  three-year  wage 
gains,  he  believes,  is  exaggerated. 
Union  workers  are  only  25%  of  the 
total  work  force.  Nonunion  work- 
ers' wages  rose  much  faster  than 
union  workers'  during  1966  and 
1967.  Unions  typically  try  to  catch 
up  at  the  end  of  an  inflationary  pe- 
riod, says  Jenks.  When  output  be- 
gins to  rise  again,  he  is  confident 
the  mass-production  industries,  like 
automobiles,  will  be  able  to  im- 
prove  profits   by    offsetting   wage 
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increases   with   productivity   gains. 

This  is  only  Jenks'  starting  point. 
Next,  he  estimates  the  1970  and 
1971  earnings  for  the  nearly  100 
industry  groups  he  follows,  and  as- 
signs each  of  these  groups  what  he 
considers  a  suitable  price/ earnings 
ratio.  That  gives  him  the  price  he 
thinks  the  industry's  stock  is  worth 
—its  intrinsic  value— which  he  then 
compares  with  its  market  price. 

These  days,  for  example,  Jenks 
is  keeping  away  from  companies  in 
soft  drinks,  drugs,  coal,  forest  prod- 
ucts and  home  furnishings.  It's  not 
that  he  doesn't  think  that  these  in- 
dustries are  going  to  grow.  But  he 
thinks  that  the  market  prices  of 
these  industries  are  already  above 
their  intrinsic  values.  On  the  other 
hand,  Jenks  has  a  list  of  27  indus- 
tries that  he  considers  good  values. 
The  list  includes  aerospace,  chemi- 
cals, life  insurance,  steel,  electric 
utilities  and  radio-TV  broadcast- 
ers. Mostly,  these  are  groups  that 
are  out  of  favor.  So  you  can  see 
that  Jenks  means  it  when  he  says, 
"Our  basic  philosophy  is  to  trade 


against,  not  with,  the  market." 
After  all  this  conservative,  rath- 
er old-fashioned  approach  to  in- 
vesting, it's  a  bit  of  a  shock  to  look 
at  Jenks'  portfolio.  At  first  glance  it 
looks  like  Enterprise  Fund's:  Long- 
view  Fiber  Co.,  Sierracin  Corp. 
(aerospace),  J.M.  Smucker  (food). 
Winter  Park  Telephone  Co.,  all 
smallish  companies  that  most  peo- 
ple have  never  heard  of. 

But  that  gets  to  the  final  stage 
of  Jenks'  approach.  We'll  let  him 
explain  it:  "Almost  eveiy  one  of 
these  companies  in  our  portfolio  is 
an  outstanding  company  that  just 
isn't  known  or  understood  on  Wall 
Street.  The  top  100  companies?  I 
avoid  them  all  I  can.  There  are  at 
least  10,000  security  analysts  in  the 
U.S.  today  looking  over  these  com- 
panies. If  I  can't  find  a  better  value 
than  a  company  everyone  knows, 
what  am  I  in  the  business  for?" 
To  be  sure,  buying  a  stock  on 
value  alone  does  not  guarantee  that 
this  value  will  be  recognized  by  the 
market  any  time  soon.  Thus  you  can 
be  forced  to  sit  with  a  stock  a  long 


time  and  have  your  performance 
penalized.  And  you  can  also  sell 
too  early. 

And  there  is  also  the  problem 
that  Jenks'  underlying  assumption 
could  be  wrong.  It  could  turn  out 
thattlie  long-range  trend  will  no 
longer  be  up.  Unsettled  by  social 
jyoblems— pollution,  racial  unrest, 
overpopulation  and  inflation— the 
stock  market  could  possibly  go  into 
a  period  like  the  Thirties  and  the 
Forties  when  the  overall  trend  was 
flat  for  nearly  20  years.  Of  course, 
Jenks  doesn't  think  this  will  hap- 
pen. "I've  heard  these  same  stories 
for  I  don't  know  how  many  years. 
They  were  saying  the  same  things 
when  I  was  young:  For  example, 
that  my  generation  was  lazy  and 
didn't  want  to  work.  I  don't  believe 
this  pessimistic  stuff." 

We  have  to  confess  that  Jenks' 
views  don't  make  especially  dra- 
matic copy.  He  promises  no  mira- 
cles. Nor  does  he  prophesy  im- 
pending doom.  But  dramatic  or 
not,  Jenks'  views— and  his  record- 
do  make  sense.   ■ 
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Cruis-Ader-the  step  that's  easy  to  take,  once  you've  checked  out  other  cruisers. 
A  decision  ihat's  easy  to  live  with  from  every  standpoint  influencing  boat  ownership; 
design,  performance,  luxury,  maintenance  ease. 

Your  Cruis-Ader  fiberglass  catamaran  yacht  is  the  semidisplacemeni  type  for 
the  safest,  softest,  yes,  dryest  ride  you've  ever  experienced.  The  stability  spells 
the  difference  between  cruising  comfort  and  what  can  become  an  endurance  contest 
in  off-shore  waters. 

A  sport  deck  and  fly  bridge  are  options  on  either  45-foot  or  57-foot  models. 
The  full-beam  wheelhouse,  found  only  on  Cruis-Aders,  gives  you  360-degree 
viewing.  The  speed,  stamina,  power  options,  instrument  quality  and  standard 
features  make  Cruis-Ader  not  just  more  boat  for  the  money  but  more  of  a  pleasure 
to  own. 


From  a  maintenance  standpoint,  there  are  no  contenders.  These  yachts  draw 
less  water  than  keel  boats  and  are  easier  to  get  in  and  out  of  the  water.  Rein- 
forced fiberglass  construction  gives  you  more  boating  time,  less  maintenance 
downtime. 

For  personal  or  business  entertaining,  Cruis-Ader  is  the  best  host  afloat.  There's 
more  total  living  area,  more  headroom,  more  sleeping  convenience— excellent 
accessways  and  stowage,  every  amenity  for  luxury  living.  Alternate  floor  plans  and 
outstanding  decors  provide  rich  wood  paneling,  carpeting,  padded  wall  and  ceiling 
covering,  opulent  furnishings,  to  customize  your  yacht  and  merit  your  pride. 

To  check  out  all  the  reasons  that  make  Cruis-Ader  your  final  step  up  in  boating 
pleasure,  see  your  dealer  or  write  direct  for  our  new 
Cruis-Ader  brochure. 


CARR/yCRAFT 


BERLIN,  WISCONSIN  5<923  - 


A  Subsidiary  of  UIP  Corp. 
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Productivity: 

Industry 

isn't  tiie  only 

place  where 

it's  a  problem. 

When  people  say  that  the  U.S.  can  no 
longer  "afford"  this  or  that— going  to 
the  moon  or  feeding  needy  school 
children  or  cleaning  up  pollution— 
they  are  not  talking  about  money. 
Money  can  be  created  \Wth  ease. 
What  they  are  talking  about,  really, 
is  that  there  are  more  demands  on 
what  the  nation  produces  than  there 
is  production.  One  result:  inflation. 
Another:  unsatisfied  needs  in  housing, 
transportation,  education  and  the  like. 

Hence  the  emphasis  today  on  pro- 
ductivity, on  the  need  to  get  more 
production  from  a  given  amount  of 
labor  and  of  capital.  Higher  produc- 
tivity would  speed  up  economic 
growth,  of  course,  and  leave  more 
money  for  attaining  social  goals.  It 
would  also  help  counter  inflation.  It 
would  lessen  the  drain  on  the  U.S. 
balance  of  pa>Tnents— by  making  U.S. 
goods  more  competitive. 

At  last  May's  session  of  the  power- 
ful and  influential  Business  Council, 
the  most  talked-about  speech  was  on, 
you  guessed  it,  productivity.  The 
speaker:  Patrick  E.  Haggerty,  the 
thoughtful  and  articulate  chairman  of 
Texas  Instruments.  Impressed  with 
waves  that  Haggerty 's  talk  created, 
Forbes  sought  him  out  for  his  views. 
Haggerty  does  not  pretend  to  know 
the  answers.  He  raises  some  provoca- 
tive questions,  however. 

The  first  thing  Haggerty  empha- 
sized was  this:  It's  a  mistake  to  think 
of  productivity  only  in  terms  of  manu- 
facturing industry;  productivity  in 
services  is  even  more  of  a  vital  issue. 

.  "So  often  when  I  get  into  a  dis- 
cussion of  productivity,  people  think 
I'm  talking  only  about  the  real  goods 
part  of  the  economy.  That's  not  true. 
I  don't  even  think  that's  where  our 
principal  problem  is  anymore. 

"There  is  a  great  deal  of  concern, 
some  of  it  justified,  about  the  wage 
pressures  brought  by  organized  labor 
on  industry.  But  the  wage  increases  in 
industry,  however  inflationary,  are 
closer  to  being  in  line  with  produc- 
tivity gains  than  are  wage  increases  in 
other  sectors  of  society.  For  example, 
in  education,  in  city  and  state  gov- 
ernment, it  is  highly  dubious  that  we 
have  had  any  increase  in  productivity. 


/>^ 


Haggerty  of  Texas  Instruments 


It  would  be  pretty  hard  to  look  at 
New  York  City  and  conclude  that 
productivity  has  improved." 

Haggerty,  like  many  businessmen,  is 
appalled  by  the  low  productivity  in 
education  and  the  rising  costs  and 
the  declining  effectiveness,  reflected 
often  in  bored  students,  less  often  in 
rioting  students  and  always  in  a  bur- 
den on  parents  and  taxpayers. 

"In  education  it  is  very  clear  that 
the  entire  emphasis  has  been  on  im- 
proving quality  without  any  attention 
to  cost.  I  don't  want  to  be  negative 
about  improving  the  quality  of  edu- 
cation. But  you  have  to  simultaneous- 
ly worry  about  how  much  it's  costing. 
In  industry,  you  know,  we  have  an 
enormous  consciousness  of  quality, 
but  it  is  accompanied  by  an  equal 
consciousness  of  how  much  it  costs. 
You  are  constantly  in  a  dialog  with 
those  who  are  paying  for  the  quality 
—your  customers— relating  the  im- 
provement in  quality  to  how  much 
they're  willing  to  pay  for  it. 

"I  think  the  voters  are  instinctively 
or  intuitively  beginning  to  react  to  the 
fact  that  there  has  rarely  been  much 
visible  improvement  in  education  de- 
spite costs  having  increased  three, 
four  or  five  times.  There  has  been  little 
relating  of  costs  per  student  hour, 
costs  per  teaching  hour,  to  the  im- 
provement in  quality.  Educators  are 
not  even  conscious  of  the  fact  that 
they  have  just  as  big  a  burden  of  in- 
creasing productivity  as  does  the  rest 
of  society.  It  is  just  as  important  to 
struggle  with  the  costs  of  education  as 
with  the  content.  If  administrators 
tried  to  achieve  improvements  in  the 
costs  per  teaching  hour  for  the  same 
quality  education,  perhaps  you  could 
cut  costs  by  half  or  a  fourth.  Those 
savings  could  be  used  where  you  have 
to  have  individual  instruction  and 
things  like  that. 

"I  mean,  I  tell  college  presidents, 
'Look,  you  train  all  the  industrial  en- 
gineers that  we  use  in  industry  but 
you  don't  use  any  of  them.  How 
come?  How  is  it  that  what  you  teach 
is  applicable  only  to  us  and  not  to 
your  own  institutions?' " 

Patrick  Haggerty,  56,  is  an  electri- 
cal engineer  who  has  spent  his  life  in 
business.  Since  1945  his  business  has 
been  Texas  Instruments,  where  he  be- 
came chairman  and  chief  executive  in 
1958.  TI  is  a  leader  in  electronics,  one 
of  the  most  competitive  businesses  in 
this  country.  But  with  whom  does  ed- 
ucation or  government  services  com- 
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pete?  We  suggested  that  this  might 
have  something  to  do  with  the  lack  of 
productivity-consciousness  in  govern- 
ment. Haggerty  agreed,  pointing  out 
that  most  leaders  in  government— poli- 
ticians—are  lawyers  by  training. 

"Productivity  is  foreign  to  lawyers, 
but  service  is  not  since  law  is  a  service 
function." 

Haggerty  went  on  to  emphasize  the 
importance  of  making  government 
people  more  productivity-minded.  Ed- 
ucation is  not  his  only  target:  He  re- 
gards all  public  services  as  at  fault. 

"The  recent  General  Motors  settle- 
ment was  high,  but  the  pressure  for 
those  wage  increases  was  generated 
by  the  enormous  increases  in  costs  in 
the  service  sector.  In  the  last  four  or 
five  years,  in  spite  of  pay  increases, 
the  take-home  pay  of  the  autoworker 
has  been  pretty  flat.  But  he  has  also 
been  paying  increased  taxes.  These 
were  supposed  to  bring  him  better  ed- 
ucation, transportation,  etc.  In  short, 
an  improvement  in  his  standard  of  liv- 
ing. But  because  of  the  lack  of  im- 
proved productivity,  they  did  not.  So 
the  man's  standard  of  living  has  not 
improved." 

One  reason  it  has  not  improved, 
Haggerty  feels,  is  that,  unlike  busi- 
ness, which  has  return  on  investment 
as  a  standard,  government  .services 
have  no  such  standards. 

"Productivity  is  not  something  that 
has  come  into  the  consciousness  of 
government  people  at  all.  They  don't 
realize  that  increasing  productivity 
may  take  capital  investment,  with  all 
that  implies  for  a  return  on  our  mon- 
ey. It  is  an  extraordinarily  complicat- 
ed subject,  and  we  just  do  not  have 
adequate  measurement  tools  for  the 
public  services.  For  example,  I 
wouldn't  begin  to  draw  the  conclu- 
sion that  the  subways  must  be  self- 
supporting.  But  I  suspect  that  the  pro- 
ductivity of  the  subsidy  could  be 
measured  if  we  came  closer  to  recog- 
nizing what  we  have  to  pay  for.  If 
we  don't  have  mass  transit,  traffic  con- 
gestion will  be  worse  and  that  is  a 
cost  and  pollution  of  the  atmosphere 
is  a  cost. 

"The  difficulty  is  that  things  have 
got  so  very  complex  with  no  real  con- 
sciousness of  what's  been  happening 
to  us  in  costs  of  service.  It  begins  to 
overwhelm  you.  And  I  think  a  large 
part  of  the  celebrated  flight  to  the 
suburbs    is   just   that:    individuals   re- 


OUR  MONEY'S 
WORTH? 

Increases  in  educational  expendi- 
tures and  cost  per  pupil  far  exceed 
the  increase  in  total  enrollments. 
Yet  there  is  one  bright  spot,  the 
increasing  number  of  pupils  who 
graduate  instead  of  dropping  out. 
Elementary  and  Secondary  Schools 
(public  and  private) 


"Public  Schools  only 

Source:  PROJECTIONS  OF  EDUCA- 
TIONAL STATISTICS  1977-78,  United 
States  Office  of  Education. 

Figures  compare  1960-61  vs  1970-71. 


acting  to  all  the  things  that  make  the 
city  unlivable.  It's  not  just  race,  as  is 
often  said." 

On  that  score,  Forbes  asked,  isn't 
the  criticism  valid  that  ice've  got  our 
priorities  wrong  and  we're  spending 
too  much  on  defense  and  not  enough 
on  urban  life? 

"I  think  we  can  spend  a  little  less 
on  defense  now,  but  it  looks  difficult 
to  say  we're  going  to  be  able  to  spend 
appreciably  less  on  defense.  On  the 
other  hand,  if  we  can  increase  total 
resources  and  we  don't  spend  any 
more  relatively  on  defense,  we  will  be- 
gin to  have  sizable  resources  to  de- 
vote to  other  things." 

Haggerty  went  on  to  say  that  as 
things  notv  stand,  social  goals  that  can 
be  achieved  through  private  industry 
have  a  better  chance  of  success. 

"1  do  think  that  intelligent  and  ma- 
jor efforts  to  tackle  problems  like  pol- 
lution will  be  successful.  But  I  think 
automobile  exhaust  pollution— appar- 
ently the  biggest  culprit  in  air  pollu- 
tion—will be  solved  before  other  kinds 
of  pollution.  It  is  simply  that  in  the 
automobile  companies  we  have  large 
institutions  that  are  capable  of  com- 


ing up  with  cures.  They  are  used  to 
setting  tangible  goals  and  achieving 
them,  and  because  they  are  driven  by 
economics  in  their  everyday  business, 
they  don't  do  things  in  unrealistic 
ways.  Now  law  is  forcing  them  to  do 
it,  sure,  but  because  they  are  compe- 
tent, I'll  bet  the  auto  pollution  prob- 
lem will  be  one  of  our  smaller  ones 
by  .the  mid-Seventies. 

"But  when  you  move  into  other 
areas  like  cleaning  up  the  lakes,  we 
don't  have  institutions.  The  cities  and 
states  are  weak.  They  don't  have  large 
technical  staffs,  and  they  are  not  used 
to  setting  tangible  standards.  Eco- 
nomics does  not  run  them.  They  know 
the  problem,  so  they  want  to  legislate. 
That  won't  do  it. 

"Now  their  lack  of  understanding 
isn't  because  of  any  lack  of  good  will, 
but  because  there  aren't  institutional 
mechanisms.  You  haven't  got  the  re- 
search and  development  organiza- 
tions, and  in  water  pollution  you  don't 
have  a  General  Motors  to  put  $50  mil- 
lion down  for  the  Wankel  engine." 

In  passing,  Haggerty  took  a  swipe 
at  those— on  the  left  and  the  right— 
who  think  the  answer  to  pollution  is 
the  acceptance  of  a  lower  standard  of 
material  living. 

"I  think  we  have  to  recognize  that 
some  of  the  forces  in  this  society  that 
go  for  smallness,  for  zero  economic 
growth,  militate  against  the  genera- 
tion of  institutions  that  have  a  com- 
petence to  tackle  the  problems  that 
are  generated  by  this  society." 

From  there,  Haggerty  proposed  a 
first  step  toward  making  government 
more  productivity-conscious. 

"You  have  in  the  Congress  a  priori- 
ty-setting institution.  That  is  why  I 
think  it  important  that  the  President 
should  convert  his  economic  report  in- 
to a  report  on  the  standard  of  living, 
all  of  the  elements  that  go  into  stan- 
dard of  living.  Then  we  would  have 
a  basis  for  measurement  and  for 
choice.  You  can't  get  a  better  standard 
of  living  by  stopping  economic 
growth.  On  the  other  hand,  if  all  the 
growth  goes  into  material  thing.s— the 
only  things  we  can  measure  at  pres- 
ent—then you  aren't  increasing  the 
standard  of  living  either. 

"Such  a  report  would  cover  educa- 
tion, decreases  in  crime,  improvements 
in  health.  And  you'd  arrive  at  mea- 
sures. After  all,  the  gross  national 
product  is  a  statistic  that  dates  to  just 
before  World  War  II.  We  take  it  for 
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granted.  The  measuring  of  unemploy- 
ment is  very  recent,  and  we  take  that 
for  granted.  I  think  these  measure- 
ment tools  arose  because  we  needed 
them  in  the  1930s  when  the  need  was 
more  fundamental. 

"Now  we  have  come  to  a  point 
where  ue  do  need  measures  of  these 
other  things  that  are  better  than  what 
we've  had.  They  may  not  be  as  tangi- 
ble as  economic  measures,  but  don't 
forget  it  wasn't  so  long  ago  that  the 
economic  measures  weren't  tangible 
either.  I  think  there  could  be  prog- 
ress toward  defining  what  we  mean 
by  standard  of  living." 

We  couldn't  visualize  the  form  such 
a  Presidential  message  would  take. 

"All  right,  let's  say  studies  were 
made  about  costs  per  class-hour  in  an 
experimental  area.  These  showed  that 
it  used  to  cost  $200  a  year  for  a  cer- 
tain number  of  student  hours.  And 
with  television  networks  or  data  proc- 
essing, the  President  might  report, 
we're  now  accomplishing  the  same 
education  for  $150.  You  can't  make 
progress  until  you  can  measure. " 

Going  from  there  to  another  major 
set  of  problems— unemployment  and 
poverty— Haggerty  said: 

"We  don't  lack  for  places  to  use 
people.  We  lack  for  definitions  of 
problems,  organization  of  institutions, 
training  of  people  and  application  of 
resources  in  a  way  we  can  afford.  If 
one  recognizes  the  necessity  of  in- 
creasing total  resources,  then  you  can 
improve  the  productivity  of  a  total 
society,  and  the  system  is  much  more 
elastic  than  it  is  now." 

In  the  expression  of  his  views,  Hag- 
gerty certainly  left  out  some  impor- 
tant considerations:  That  productivity 
in  all  fields  has  suffered  from  the  de- 
cline of  the  Work  Ethic,  that  educa- 
tion cannot  be  made  more  efficient 
unless  someone  can  agree  on  what 
education  should  accomplish,  that 
"studies"  and  "reports"  by  the  Admin- 
istration—like many  other  such  proj- 
ects—may just  end  up  in  the  bottom 
drawer  of  somebody's  desk. 

For  all  this,  however,  much  of  what 
he  says  makes  great  sense:  Taxes,  like 
any  other  outlay,  are  part  of  the  cost 
of  living  and  the  cost  of  doing  busi- 
ness; they  total  more  than  $300  bil- 
lion or  one-third  of  the  gross  national 
product.  Shouldn't  we  look  for  ways 
to  measure  their  effectiveness  and  to 
make  their  use  more  efficient?  ■ 


Major  Addition  to  Michigan  Power  Supply 

Early  this  spring  the  first  of  four  highly  efficient  800,000  kilowatt  turbine 
generator  units  will  be  put  into  service  at  Detroit  Edison's  Monroe 
Power  Plant .  .  .  with  coal  supply  assured  under  a  25-year  contract  and 
delivered  from  mine  mouth  to  power  plant  by  company  owned  unit  trains. 

The  Monroe  Plant  is  an  integral  part  of  Detroit  Edison's  5-year,  $2.8 
billion  construction  program  undertaken  to  meet  the  growing  electrical 
needs  of  the  company's  Southeastern  Michigan  service  area.  It  will 
also  add  significantly  to  the  strength  and  reliability  of  the  Michigan 
Electric  Power  Pool  which  is  firmly  interconnected  with  electric  power 
systems  in  neighboring  states  and  the  Canadian  Province  of  Ontario. 

61  Years  of  Uninterrupted  Dividends 

Paid  January  15,  1971,  to  shareholders  of  record  December  18,  1970: 

•  247th  consecutive  dividend  on  Common  Stock— 35<  per  share 

•  13th  consecutive  dividend  on  572%  Series  Convertible  Cumulative 
Preferred  Stock— $1,375  per  share 

•  First  dividend  on  new  9.32%  Series  Cumulative  Preferred  Stock 
—$2.00  per  share. 


DETROIT   EDISON 

Serving  Growing  Southeastern  Michigan 


TENNECO  INC. 


HOUSTON, TEXAS 


1971 

is  our  25th 

consecutive 

year  of  cash 

dividend  payments 


A  quarterly  dividend  of  330  per  share  on  the 
Common  Stock  will  be  paid  March  16,  1971, 
to  stockholders  of  record  on  February  19, 
1971.  More  than  238,000  stockholders  will 
share  in  our  earnings. 

M.  H.  COVEY,  Secretary 


"Building  Businesses  Is  Our  Business" 


Manufacturing 
Oil    •    Chemicals 


Natural  Gas  Pipelines 
Packaging    •    Land  Use 


the  man  you  want 

to  succeed 

reads 

Forbes 
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Faces  Behind  the  Figures 


Katona  of  the  University  of  Michigan 


The  Consumer  Is  Still  Scared 

The  consumer  ivill  save  us  all,  the 
economists  announce,  predicting 
that  the  consumer  will  spend  more 
and  restore  us  to  full  prosperity. 
Put  your  money  in  consumer-ori- 
ented stocks,  proclaims  many  a  Wall 
Street  analyst,  echoing  the  same 
sentiment. 

Both  look  to  a  change  in  statistics 
showing  that  a  nervous  public  has 
been  saving  more  and  spending 
less;  disposable  income  up  14%  last 
year  to  $700  billion,  yet  installment 
debt  has  fallen  more  sharply  than 
it  has  since  1942;  savings  accounts 
rising  twice  as  fast  as  the  average 
rate  for  the  previous  five  years. 

Can  a  spending  spree  be  very 
far  behind? 

Yes,  indeed  it  can,  says  George 
Katona,  professor  of  economics  and 
psychology  at  the  University  of 
Michigan,  who  has  become  the  na- 
tion's most  sophisticated  taker  of 
the  consumer's  pulse.  He  thinks 
conventional  economists  miss  the 
mark  by  ignoring  the  consumer  as 
a  psychological  being.  "The  con- 
sumer must  have  not  only  the  in- 
come but  the  aspiration— he  must 
have  the  willingness  to  buy,"  Ka- 
tona says.  "Psychological  factors  af- 


fect the  rate  of  spending,  and  also 
the  rate  of  not  spending.  This  is 
true  more  than  ever  before  because 
the  consumer  has  a  larger  slice  of 
discretionary  income.  He  doesn't 
have  to  spend  it." 

Katona  talks  with  authority.  A 
quarterly  survey  of  consumer  atti- 
tudes, which  he  and  associate  Jay 
Schmiedeskamp  operate  from  Mich- 
igan's Survey  Research  Center,  in- 
cludes interviews  with  1,400  heads 
of  households  for  an  hour  or  more 
each  mid-quarter,  probing  their 
general  outlook  toward  purchases. 
The  survey  in  1968  projected  the 
coming  downturn,  and  in  1969  an- 
ticipated by  six  months  the  nose 
dive  that  ended  with  the  stock  mar- 
ket crash  of  last  June. 

Katona's  theories  differ  sharply 
from  the  Keynesian  view  of  the 
consumer.  If  he  has  money,  Keynes 
argued,  the  consumer  will  spend 
most  of  it,  other  things  being  equal. 
Katona  doesn't  believe  that  the 
"other  things"— consumer  attitudes 
—are  ever  equal.  He  believes  not  in 
the  economic  man,  but  in  the  psy- 
chological man.  Today,  says  Ka- 
tona, the  consumer  may  put  off  a 
car  purchase  because  the  Chinese 
have  successfully  exploded  a  hydro- 
gen bomb  or  several  airliners  have 


been  hijacked  to  the  Middle  East. 

What  are  the  consumer's  vibra- 
tions telling  Katona  these  days? 
"The  immediate  outlook  is  not  fa- 
vorable," he  says.  "People  have  got- 
ten used  to  bad  news,  but  the  re- 
covery will  come  later." 

Katona  suspects  that  a  well- 
4cnown  psychological  process  is  at 
work,  and  that  it  may  well  nullify— 
or  at  least  postpone— the  effects  of 
easier  money.  This  might  be  called 
the  shock-effect  theory,  which  says: 
When  a  person  who  believes  some- 
thing strongly  is  disillusioned,  he 
will  embrace  the  opposite  view  with 
even  greater  emphasis.  Thus  do  re- 
formed smokers  become  fanatical 
about  the  dangers  of  smoking,  or 
converted  atheists  powerful  believ- 
ers. In  the  economic  sphere,  Katona 
believes  that  the  consumer  formerly 
believed  strongly  in  steadily  rising 
prosperity.  Now  he  has  come  to 
doubt  it,  and  he  is  not  just  doubt- 
ing it  but  doubting  it  strongly.  For 
this  reason,  Katona  warns,  "Don't 
expect  consumer  sentiment  to 
change  overnight." 

For  example,  46%  of  the  family 
heads  interviewed  recently  by  Ka- 
tona's staff  predicted  hard  times  in 
the  U.S.  for  the  next  five  years. 
Given  this  mood,  consumers  have 
the  need  to  be  bombarded  with 
good  news— lower  inflation,  more 
jobs,  interest  rate  cuts,  peace  set- 
tlements in  Vietnam  and  the  Mid- 
dle East  and  the  like— if  they  are  to 
become  less  cautious. 

"There's  a  new  factor,  a  kind  of 
malaise,"  Katona  says.  "Such  things 
as  racial  conflict,  riots,  persistence 
of  poverty,  and  the  talk  of  pollution 
all  create  an  unfavorable  underpin- 
ning for  consumer  sentiment." 

We're  happy  to  report,  however, 
that  Katona's  pessimism  is  short- 
range,  not  long-range.  Katona  and 
two  associates  have  detailed  this 
attitude  in  a  new  book.  Aspirations 
and  Affluence,  soon  to  be  pub- 
lished. By  contrast  with  American 
consumers,  they  say,  Europeans  re- 
main pessimistic  and  wedded  to  the 
status  quo.  The  European  may 
buy  food  in  a  supermarket  and 
drink  Coca-Cola,  but  he  hates  to  be 
transferred,  even  if  it  improves  his 
living  standard.  Thus,  Katona  con- 
cludes, "A  lasting  pessimism  toward 
the  American  consumer  is  not  justi- 
fied. The  Jeremiahs  are  wrong." 

But  he  also  says:  "I  can't  say  that 
1972,  let  alone  1971,  will  be  a  very 
good  year."  ■ 


46 


FORBES,    FEBRUARY    1,    1971 


Missing  the  Bus? 

You  can't  say  that  National  Bis- 
cuit Co.  is  a  bad  company,  but  you 
can't  say  it  is  a  verv'  aggressive  one, 
either.  Its  sales  go  up  every  year, 
not  very  sharply,  but  they  go  up  all 
the  same,  hitting  about  S850  mil- 
lion in  1970.  Profits  last  year 
worked  out  to  a  return  of  around 
17?  on  stockholders'  equity,  which 
is  impressive  enough,  but  earnings 
per  share  have  stuck  at  around  $3 
over  the  past  half  decade. 

Since  he  became  president  in 
1960  and  chief  executive  in  1961, 
Lee  S.  Bickmore  has  devoted  much 
of  his  attention  to  curing  one  of 
Nabisco's  most  glaring  defects:  It 
was  the  last  of  the  big  U.S.  food 
companies  to  go  overseas.  From  al- 
most nothing,  he  increased  Nabis- 
co's foreign  sales  to  $210  million, 
nearly  a  fourth  of  the  total. 

Unfortunately,  Nabisco  has  paid 
the  price  of  being  late,  and  the  for- 


Bickmore  of  National  Biscuit 

eign  move  hasn't  done  much  for 
earnings.  As  against  24%  of  sales, 
they  brought  in  less  than  half  that 
percentage  of  profits. 

Diversification?  Nabisco  has  also 
moved  into  candy,  cereal,  snacks, 
frozen  food,  pet  foods;  but  biscuits, 


crackers  and  cookies— unexciting 
markets  for  the  most  part— still 
bring  in  85%  of  revenues. 

Mergers?  There  were  talks  with 
Coca-Cola  a  iew  years  ago  and 
with  Colgate,  but  they  came  to 
nothing.  Bickmore  blames  Wash- 
ington antitrust  pressures. 

At  62,  Bickmore  has  only  three 
more  years  to  go  before  normal  re- 
tirement age.  Clearly  he'd  like  to  get 
Nabisco  off  dead  center  before  he 
goes.  In  November  he  made  a  move. 
For  $17  million  in  stock,  he  made 
a  deal  to  acquire  Aurora  Products, 
a  toy  maker.  A  good  move?  Well, 
Nabisco  was  late  again:  Such  big 
companies  as  General  Mills,  General 
Foods  and  Kraftco  have  been  in 
toys,  cosmetics  or  other  high-mar- 
gin lines  for  a  number  of  years. 
And  there  was  another  drawback: 
Earning  just  $900,000  in  1969  on 
sales  of  $30  million,  Aurora  was 
no  paragon  of  profitability. 

Again,  too  little  and  too  late?  ■ 


Spinster? 

ScABCELY  ANYONE  expected  Clar- 
ence H.  Ross,  chairman  and  presi- 
dent of  Lincoln,  Nebraska-based 
Central  Telephone  &  Utilities,  to  run 
the  company  as  long  as  he  has.  A 
director  for  over  20  years,  this  Chi- 
cago utilities  lawyer  took  over  the 
company  in  1967.  He  succeeded 
Judson  Large,  who  suflered  a  cere- 
bral hemorrhage. 

Ross  was  already  67  when  he 
took  over,  and  everyone  expected 
that  Central  was  up  for  sale.  "Large 
was  the  heart  and  soul  of  Central," 
Ross  says.  The  company  he  built 
abnost  from  scratch  now  has  rev- 
enues of  $211  million  and  net  in- 
come of  $23.3  million.  Obviously  it 
was  quite  a  prize.  Ross  states 
that  he  would  love  to  sell  "at  the 
right  price." 

Can  he  get  the  "right  price "?  In- 
ternational Telephone  &  Telegraph, 
which  owns  6%  of  Central  stock,  has 
long  considered  buying  a  U.S.  tele- 
phone system.  But  there  may  be 
antitrust  problems.  The  price  of 
Central's  common  is  down  to  about 
$19,  vs.  $39  in  1967  when  General 
Telephone  and  others  were  rumored 
to  be  interested.  But  such  acquisi- 
tions are  less  desirable  now,  with 
the  result  that  would-be  buyers  are 
much  harder  to  find. 

Meanwhile,  Ross  will  have  to 
find  $130  million  for  capital  outlays 


this  year,  vs.  only  $74  million  last 
year.  This  required  him  to  sell  an 
extra  million  new  shares  last  March 
and  dilute  his  equity. 

Once  upon  a  time  there  was  a 


maiden  who  kept  saying,  "No."  She 
was  waiting  for  her  dream  prince. 
One  day  she  looked  in  the  mirror 
and  realized  that  she  had  waited 
too  long.  ■ 


Ross  of  Central  Telephone 
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Westinghouse  growth 
Air  conditioning  market 


•  • 
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"Air  conditioning  has  created  a  quiet 
environmental  revolution  in  this 
country.  For  a  large  and  growing 
segment  of  the  public,  complete  con- 
trol of  the  indoor  climate  has  come 
to  be  more  necessity  than  luxury. 

"Westinghouse  has  a  position  in 
every  part  of  this  market.  We  make 
air  conditioning  units  and  systems 
for  office  and  apartment  buildings, 
stores,  conventional  and  mass-pro- 
duced homes,  manufacturing  plants 
—even  for  computer  rooms.  Volume 
is  over  $150  million. 

"The  room  air  conditioner  portion 
of  the  market  is  particularly  sensitive 
to  weather,  as  industry  performance 
last  summer  showed.  But  in  the  long 
run,  weather  effects  cancel  out.  The 
market  is  far  from  mature,  and  will 
continue  its  strong  growth  pattern 
for  some  years. 

"Westinghouse  has  a  strong  air 
conditioning  base  in  the  U.S.;  we  are 
developing  our  position  overseas, 
where  the  main  market  growth  is 
yet  to  come.  I  see  every  reason  to 
expect  our  record  of  growth  in  sales 
and  profits  to  continue." 

President 

Consumer  Products 
December31,1970 


Westinghouse  Air  Conditioning  sales 
grow  40%  in  4  years 
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This  Westinghouse  sales  curve  includes  not  only  cooling  but  also  heating  products, 
which  grew  at  a  much  slower  rate. 


New  $20  Million  Plant  For 
Central  Home  Units 


strengthened  by  two  wholly-owned 
subsidiaries:  Luxaire,  with  plants  in 
Elyria  and  Medina,  Ohio;  and  Fraser  r 
and  Johnston,  headquartered  in  San 
Lorenzo,California.  Across  the  coun- 
try, dealers  total  some  5,000. 


Norman,  Oklahoma:  Construction 
is  underway  on  a  plant  that  will  pro- 
duce Westinghouse  central  residen- 
tial air  conditioning,  furnaces,  hu- 
midifiers, dehumidifiers  and  Precipi- 
tron  air  purifiers. 

(The  present  facilities  in  Staunton, 
Va.,  will  be  taken  over  by  the  West- 
inghouse Commercial  &  Industrial 
Air  Conditioning  Division,  which  has 
been  stretching  its  own  seams.) 

Westinghouse  central  residential 
air  conditioning  is  distributed  nation- 
ally by  installing  dealers.  Our  posi- 
tion   in   the    market    is   further 


Until  Westinghouse  introduced  the  pat- 
ented Hi/Re/Li,<s'  heat  pumps  were  gen- 
erally limited  to  the  South.  The  Hi/Re/Li 
heat  pump  has  proved  effective  as  far 
north  as  Minneapolis.  It  has  also  proved 
even  more  reliable  than  standard  air  con-i 
ditioning  units. 
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Westinghouse  Marketing 
Unique  Lighting-Cooling-Heating  System 
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In  most  large  office  buildings,  light- 
ing and  air  conditioning  work  in  op- 
position. Lighting  heats  the  building 
up— 75%  or  more  of  the  electrical 
energy  consumed  by  the  lamps  is 
released  as  heat.  Then  the  air  con- 
ditioning removes  the  heat.  There  is 
also  a  heating  system  for  cold 
weather.  But  that  is  a  separate  story 
—in  most  large  office  buildings. 

In  the  new  Westinghouse  building 
in    Pittsburgh,    a    patented    system 


Westinghouse 
Air  Conditioning 
Goes  Worldwide 


Delchi  plant  in  Villasanta,  near  Milan.  $6 
million  plant  expansion  is  under  construc- 
tion in  field  at  lower  right. 

The  world  market  for  air  condition- 
ing is  at  about  the  same  budding 
stage  as  the  U.S.  market  was  ten  or 
twenty  years  ago. 
We  have  a  substantial  export  busi- 


makes  lighting,  cooling  and  heating 
work  together.  (It  is  the  largest  such 
installation  to  date.) 

The  lighting  still  produces  heat. 
But  most  of  it  is  carried  away  by 
water-cooled  lighting  fixtures  de- 
veloped by  Westinghouse.  So  in  the 
summer,  the  building  can  be  cooled 
with  less  air-handling  capacity.  In  the 
winter,  the  heat  from  the  lights  is 
stored  and  rerouted  to  the  colder 
parts  of  the  building.  The  system 
supplies  the  total  heating  and  cool- 
ing requirements  of  the  building  year 
round.  Two  small  electric  boilers 
are  on  standby  only  in  case  of  pro- 
longed extreme  cold  temperatures. 

In  the  new  Westinghouse  building, 
the  lighting-heating-cooling  system 
reduced  the  ductwork  so  much  that 
we  were  able  to  reduce  the  building 
height  by  37  feet.  Among  other  oper- 
ating savings,  the  system  saves  some 
$13,000  a  year  on  electricity  to  oper- 
ate fans  alone. 

This  installation  was  preceded  by 
trial  installations  and  years  of  de- 
velopment and  testing— prototype 
units  were  built  as  early  as  1963. 
The  Westinghouse  Interior  Lighting 
Divisipn  is  marketing  the  system. 


ness,  both  residential  and  commer- 
cial air  conditioning,  now.  Overseas 
sales  are  handled  by  Westinghouse 
Electric  International  Corporation, 
which  gives  us  a  worldwide  sales 
organization.  Our  technology  is  ad- 
vanced beyond  competition  in  other 
countries.  As  a  result,  we  are  pene- 
trating the  world  markets  rapidly. 

We  are  also  manufacturing  over- 
seas. In  Great  Britain,  we  have 
Lincoln  Warm  Air  Furnace  Company. 
In  Italy,  we  have  a  majority  interest 
in  Delchi,  one  of  Europe's  largest 
manufacturers  of  air  conditioning. 
Since  we  became  associated  with 
Delchi  in  1968,  their  business,  in 
Europe  and  other  continents,  has 
about  doubled.  They  are  now  build- 
ing a  $6  million  plant  expansion  to 
keep  up  with  sales  growth. 


NEW  PRECIPITRON^ 
GOES  SOLID  STATE 

If  you  ever  have  occasion  to  write 
anything  about  a  "Precipitron"  air 
purifier,  please  spell  it  with  a  capital 
P.  "Precipitron"  is  a  Westinghouse 
trade  name,  and  has  been  since  we 
invented  the  electronic  home  air 
cleaner. 

The  Westinghouse  Precipitron  is 
generally  recognized  in  our  industry 
as  the  highest  efficiency  home  air 
purifier  on  the  market.  We  expect  that 
our  new  model  will  also  be  highest  in 
reliability.  The  controls,  traditionally 
the  main  cause  of  service  problems 
for  all  home  appliances,  are  solid 
state.  This  improves  reliability  to  the 
point  where  there  is  virtually  no  need 
for  service. 

•  •  • 

1/3  More  Capacity  for 
Room  Air  Conditioning 

Crowding  the  limits  of  available 
space  at  the  main  plant  in  Columbus, 
Ohio,  the  Westinghouse  Room  Air 
Conditioner  Division  has  taken  over 
space  formerly  used  for  manufactur- 
ing television  and  small  radios,  in 
our  Edison,  New  Jersey,  plant.  The 
new  production  will  be  ready  for  the 
peak  spring  market. 


Why  the  Westinghouse  Continental  SS 
unit  is  much  quieter  than  the  competition: 
the  design  puts  the  exterior  wall  of  the 
house  between  the  main  noise  source 
and  your  ears. 

You  can  be  sure...if  it's  Westinghouse 
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Faces  Behind  the  Figures 


Economist  Noqueira 


Economic  Torture? 

Military  force  as  a  means  of  stopping 
inflation?  While  denying  that  his 
government  sanctions  pohce  torture 
of  leftist  suspects,  the  brilliant, 
young  (32)  Brazilian  economist 
Ronaldo  Noqueira  concedes  that 
the  current  military  government 
has  frequently  used  a  heavy  hand. 
After  a  serious  student  riot  in  Sao 
Paulo,  for  example,  the  military 
governor  told  his  troops  to  open 
fire  the  next  time.  "The  students," 
Noqueira  says,  "are  now  back  in 
school.  They  protest,  but  quietly." 

Critics  of  the  Brazilian  dictator- 
ship accuse  it  of  using  force  to  keep 
the  privileged  classes  privileged. 
Noqueira,  however,  sees  it  differ- 
ently. He  sees  military  rule  as  the 
inevitable  result  of  the  old  elected 
governments'  inability  to  control 
runaway  inflation. 

"This  objection  to  military  gov- 
ernments is  something  I  can  under- 
stand," Noqueira  says.  But  the  Bra- 
zilian military  will  not  take  a 
chance  of  losing  power  because 
they  are  fighting  inflation  too  hard. 
They  are  afraid  that  if  they  lose 
power,  Brazil  will  lose  the  fight 
against  inflation. 

Brazil  still  suffers  badly  from  in- 
flation. Its  price  index  rose  20% 
last  year,  more  than  three  times  as 
fast  as  that  of  the  U.S.  But  this  is 
almost  stability  compared  with 
what  obtained  before,  when  prices 
were  rising  at  the  rate  of  1407c  and 
more  a  year  in  the  early  Sixties. 

"Take  a  little  primer  in  inflation 
from  us,"  Noqueira  says.  "Middle- 
men, the  inventory  holders,  were 
buying  as  much  as  they  could  from 
the  factories,  not  to  sell  it,  but  to 
hold  it  for  speculation.  They  had 
three  months  to  pay  and  by  the 
time  the  bill  came  due  they  could 
sell  the  products  for  10%  to  15% 
more  than  they  paid  for  them." 
Consumers  would  buy  two  air  con- 
ditioners when  they  needed  only 
one,  keep  the  second  one  in  its 
crate  as  a  hedge.  Brazil  was  getting 
30,000  new  housing  units  a  year, 
10%  of  what  it  needed— mortgage 
money  was  unobtainable. 

When  the  military  took  control, 
Noqueira,  a  "graduate"  of  a  spe- 
cial capital  market  course  for  Bra- 
zilians at  New  York  University,  who 
also  served  an  "apprenticeship"  at 
Smith,  Barney  &  Co.,  was  one  econ- 
omist asked  to  help  draw  up  the 
Brazilian  Capital  Market  Law.  This 


law  in  effect  recreated  a  capital 
market  in  Brazil.  Its  provisions  were 
aimed  at  encouraging  Brazilians 
themselves  to  put  their  money  into 
the  local  capital  market— instead  of 
inventing  it  outside  the  country  or 
in  short-term  Brazilian  commercial 
paper.  The  law  also  encouraged 
-foreign  money  to  again  regard  Bra- 
zil as  a  capital  market— though  pri- 
marily it  served  to  bring  in  outsid- 
ers, and  their  expertise,  to  train  a 
new  cadre  of  Brazilian  money  men 
and  financiers. 

If  Brazil's  students  did  not  like 
the  military  government,  neither  did 
a  good  many  businessmen.  For 
many  of  them,  too,  it  was  a  kind  of 
torture.  Interest  rates  were  pushed 
up  and  up;  for  long-term  loans  the 
rate  was  tied  to  the  wholesale  price 
index.  As  price  increases  slowed 
down,  many  businessmen  were 
bankrupted  by  inventories  built  up 
as  a  hedge  against  inflation.  Manu- 
facturers, too,  folded. 

"This  round  of  restructuring 
lasted  about  a  year,  then  the  econ- 
omy started  to  redevelop  properly. 
We  had  a  very  bad  time  in  1966, 
particularly  for  unemployment  as 
the  medium-sized  industries  suf- 
fered." But,  Noqueria  says,  grad- 
ually the  policies  took  eftect.  "The 
houses  take  time  to  be  built,  the 
foreign  reserves  take  time  to  ac- 
cumulate. But  the  results  are  ap- 
pearing, the  people  are  having  more 
chance  to  own  their  own  homes, 
and  they  are  not  the  ones  protest- 
ing.'  Says  Noqueira  sternly,  "Brazil 
was  owing  money  to  everybody— 
yet  by  1970  we  ended  up  with  $1.3 
billion  in  foreign  reserves."  No- 
queira says  Brazil  is  now  building 
ten  times  as  many  housing  units  a 
year  as  it  was  before  the  military 
government  took  over. 

And  the  torture?  "I  cannot  guar- 
antee there  is  not  torture,  but  the 
individuals  who  do  it  are  not  sup- 
ported. But  look  at  the  quality  of 
the  criticism  of  Brazil.  Tliey  inter- 
view the  people  who  have  been 
freed  in  exchange  for  the  kidnapped 
ambassadors.  It  is  as  if  a  Brazilian 
magazine  interviewed  your  Black 
Panthers,  say,  or  Eldridge  Cleaver 
in  Algiers.  Ask  the  Black  Panthers 
if  there  is  torture  in  the  United 
States." 

You  can  take  Noqueira's  political 
arguments  or  leave  them.  But  you 
can't  ignore  what  he  says  about  in- 
flation being  a  terrible  danger  to 
the  democratic  way  of  life.  ■ 
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THINK  SMALL  (and  you'll  pay  for  It  BIG) 

A  number  of  magazines  have  enjoyed  considerable  success  in  attracting  local  advertisers  to  their  regional  editions. 
Occasionally,  national  advertisers  have  been  attracted  to  these  regionals  for  assorted  reasons  (spelled  C-O-S-T). 
They  feel  they're  economizing. 

Not  so. 

Really,  not  so— at  least  not  among  management  magazines. 

FORBES  is  directed  to  top  management  in  America's  largest  corporations.  There  is  nothing  regional  about  the 
spheres  of  influence  in  which  executives  of  this  calibre  operate.  As  a  result,  we  offer  no  regional  editions  of  our 
circulation. 

On  the  other  hand,  our  principal  competitors.  Business  Week  and  Fortune,  offer  four  regional  splits  of  their  cir- 
culations at  sizable  cost  premiums.  The  comparative  cost  of  using  regional  editions  of  Business  Week  or  Fortune, 
as  opposed  to  using  full  run  pages  in  FORBES,  underscores  the  tremendous  inefficiency  of  these  petite  editions: 


1971  RATES  -  FORBES  VS.  REGIONAL  BUSINESS  WEEK 


FORBES 

BUSINESS  WEEK 

625,000 

Northeastern 

Midwestern 

Southern 

Western 

Circulation  rate  base 

280,000 

170,000 

110,000 

115,000 

Cost  per  page— black  &  white 
Cost  per  page  per  thousand 

$  6,750.00 
10.80 

$4,600.00 
16.43 

$2,870.00 
16.88 

$1,800.00 
16.36 

$1,970.00 
17.13 

Cost  per  page— 4/colors 
Cost  per  page  per  thousand 

10,250.00 
16.40 

7,280.00 
26.00 

4,540.00 
26.71 

2,980.00 
27.09 

3,120.00 
27.13 

1971  RATES  -  FORBES  VS.  REGIONAL  FORTUNE 

FORBES 

FORTUNE 

* 

Eastern 

Midwestern 

Southern 

Western 

Circulation  rate  base 

625,000 

215,000 

140,000 

85,000 

89,000 

Cost  per  page— black  &  white 
Cost  per  page  per  thousand 

$  6,750.00 
10.80 

$4,630.00 
21.53 

$3,160.00 
22.57 

$1,880.00 
22.12 

$1,990.00 
22.36 

Cost  per  page— 4/colors 
Cost  per  page  per  thousand 

10,250.00 
16.40 

7,030.00 
32.70 

4,830.00 
34.50 

2,850.00 
33.53 

3,030.00 
34.04 

The  latest  subscriber  studies  for  all  three  publications  indicate  top  management  concentrations  of  39%  in  each 
audience.  However,  we  have  found  no  evidence  which  supports  an  assumption  that  there  are  executives  in  any  one 
section  of  the  country  whose  decision-making  power  makes  them  worth  premiums  of  fifty  to  over  one  hundred  per- 
cent in  advertising  costs. 

FORBES  reaches  the  men  who  own  and  run  business  throughout  America— with  efficiency  and  far,  far  lower  CPMs, 

Forbes:  capitalist  tool 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  oj  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  January  14, 1971 


Cities  Service  Company 

$100,000,000 

7.65%  Debentures  Due  2001 

Price  100% 

plus  accrued  interest  from  January  15, 1971 


$50,000,000 

7%  Notes  Due  1978 

Price  100.25% 

plus  accrued  interest  from  January  15, 1971 


Copies  oj  the  Prospectus  may  be  obtained  jrom  any  oj  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation  Loeb,  Rhoades  &  Co. 

Dillon,  Read  &  Co.  Inc.     Kuhn,  Loeb  &  Co.     Merrill  Lynch,  Pierce,  Fenner  &  Smith     Salomon  Brothers 

Incorporated 

Blyth&Co.jInc.    DrexelHarriman  Ripley    duPontGloreForgan    EastmanDillon,Union  Securities  &  Co. 

Incorporkted  Incorporated 

Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

Kidder,  Peabody  &  Co.       Lazard  Freres  &  Co.       Lehman  Brothers        Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated  Incorporated 

Smith,  Barney  &  Co.  Stone  &  Webster  Securities  Corporation  Wertheim  &  Co. 

Incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co.  Bache&Co.  Paribas  Corporation 

Incorporated  Incorporated 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  lalesi  three  months  new 
orders  ol  durable  goods  related  to  mventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 
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service  price  index  related  to  the  consumer, 

price  index)  ,,AS 

Income  ^~' 

•  How  much  are  workers  earning?  {Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  oft?  (tj.  S 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


Washington  Tries  To  Reverse  1970 


A  YEAR  AGO,  the  Ni.\oii  Administration 
and  the  Federal  Reserve  were  making 
a  brave  effort  to  control  inflation  by 
making  credit  scarce  and  expensive 
and  telling  the  public  what  to  expect. 
Li^tely  they  have  been  loosening  up 
on  credit  and  reducing  interest  rates 
rapidly— and  at  the  same  time  assur- 
ing the  public  that  the  economy  will 
have  their  tender  loving  care.  In- 
deed, the  President  has  told  the  public 
in  a  nationwide  broadcast  that  "1971 
will  be  a  better  year,  and  1972  will 
be  a  very  good  year." 

So  far  as  inflation  is  concerned,  any 
official  talk  against  it  is  muted;  and 
monetary  and  credit  policy  is  more  in- 
flationary than  it  ever  was  under  Presi- 
dent Johnson.  To  borrow  a  phrase 
from  the  late  President  Kennedy,  it  is 
high  national  policy  "to  get  the  coun- 
try' moving  again."  And  strangely 
enough,  there  are  more  parallels  than 
contrasts  between  Kennedy  policy 
and  Nixon  policy.  Both  increased  cred- 
it; but  here  Nixon  has  been  much 
more  inflationary  than  Kennedy.  Both 
provided  tax  incentives  for  business, 
but  here  Kennedy  was  more  liberal 
than    Nixon.    Both    attacked    an    in- 
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crease  in  steel  prices,  but  here  Ken- 
nedy was  more  effective  than  Nixon. 
The  big  difference,  of  course,  is 
that  Kennedy  did  not  have  to  reverse 
his  initial  policies.  Nixon  has  reversed 
his  policies  just  about  100%.  He  may 
not  admit  it,  but  his  deflation  policy 
was  a  failure.  It  worked  in  the  stock 
market  ;lnd  in  the  unemployment  in- 
dex, but  the  check-out  counter  of  the 
supermarket  and  the  wage  negotiation 
tables  were  immune. 

Happy  Days 

Much  of  the  Nixon  program  does 
not  need  Congressional  cooperation, 
and  already  is  in  force.  That  part  of  it 
which  does  need  Congress'  help  is 
more  likely  to  be  increased  in  force 
than  dulled.  Congress  may  be  a  little 
ugly  about  it,  but  it  will  try  to  outbid 
Nixon  for  the  prosperity  vote.  The 
Democrats  are  in  danger  of  losing 
their  biggest  asset— namely,  the  Re- 
publican party's  reputation  for  being 
the  party  of  depression  and  disaster. 

What  all  this  means  to  the  stock 
market  is  already  clear.  Happy  days 
are  here  again!  There  will  be  setbacks, 
as  there  always  are,  but  the  broad 
trend  in  prices  is  even  more  safely  up- 
ward  right  now   than   it   was   surely 


downward  a  year  ago  in  a  reversed 
environment.  How  much?  How  far? 
Well,  for  more  than  50  years  I  have 
seen  every  big  bear  and  bull  move- 
ment go  further  than  I  or  the  general 
public  consensus  expected. 

As  this  is  written  (late  January),  I 
think  the  market  is  ripe  for  a  consoli- 
dation, and  I  have  inhibitions  against 
putting  money  to  work  except  in  a 
setback  of  50  or  so  DJI  points.  I  won- 
der, however,  whether  a  5%  decline 
is  worth  playing  for,  either  way. 

The  point  I  want  to  make  is  that 
the  broad  trend  is  up,  regardless  of 
what  the  stock  market  does  over  the 
next  month  or  so.  Partly  because  I 
won't  have  a  column  in  the  Feb.  15 
issue  (deadline  comes  while  I  am 
traveling),  I  want  to  stress  the  broad, 
long-term  trend,  to  stress  the  highly 
inflationary  policy  of  the  Administra- 
tion, and  to  stress  that  in  this  atmo- 
sphere investors  are  decreasingly  criti- 
cal of  values  and  increasingly  willing 
to  speculate  rather  than  invest.  Let's 
not  take  a  puritan  attitude  toward  in- 
vesting right  now!  This  is  a  time  when 
stocks  may  be  more  fun— even  if  you 
have  to  pay  25%  or  75%  more  for  them 
than  you  might  have  paid  last  May— 
if  you  have  the  courage. 

Recent  attitudes  toward  the  airlines 
provide  an  informed  insight  into 
changed  investment  psychology.  In 
November  and  December  you  could 
hardly  find  a  bull  on  airlines,  especial- 
ly among  market  commentators  like 
myself  (we  swap  ideas  frequently, 
you  know) .  In  early  January  everyone 
seemed  enthused  about  even  the 
weaker  airline  issues,  such  as  TWA 
and  UAL,  and  the  better  ones,  like 
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Delta  and  Northwest,  had  become  al- 
most as  respectable  as  General  Mo- 
tors and  du  Pont. 

The  reverse  in  thinking  is  typical 
of  the  influence  of  the  tape  on  senti- 
ment and  opinions.  Late  in  the  year  a 
combination  of  excessive  debt,  declin- 
ing traffic,  too  much  equipment,  too 
many  flights,  inadequate  fares,  unwise 
regulation  and  poor  management  mo- 
rale threatened  receiverships,  and  spe- 
cific big  airlines  were  often  mentioned 
in  this  dire  connection.  Now  we  hear 
that  a  huge  depreciation  cash  flow 
may  take  care  of  the  debt,  that  fares 
surely  will  be  increased  again  and 
again^  that  management  is  accom- 
plishing long-needed  economies  with 
sensational  results,  that  traffic  is  sure 
to  grow,  and  that  the  worst  financially 
burdened  of  the  biggest  airlines  prob- 
ably are  better  investments  than  the 
good  ones  because  their  shares  have 
more  leverage.  Because  so  many  read- 
ers find  things  in  a  paragraph  like 
this  that  are  not  there,  I  hasten  to  say 
that  this  is  not  a  recommendation  to 
buy  airlines.  It  is  a  commentary  on 
how  rapidly  speculative  and  invest- 
ment sentiment  can  change  without 
any  important  change  in  what's  hap- 
pening in  individual  companies. 

In  a  market  like  this,  the  most  logi- 
cal thesis  is  not  necessarily  the  most 
profitable  idea.  Speculative  mutual 
funds  contribute  importantly  to  wider 
price  movements;  and  sometimes  these 
funds,  especially  when  they  deal  in  big 
blocks,  are  just  taking  in  one  another's 
washing.  In  my  thinking,  and  acting, 
however,  I  find  that  I  must  be  at  least 
reasonably  logical. 

My  big  logical  idea  continues  to  be 
Federal  National  Mortgage  (around 
60).  This  highly  leveraged  stock 
should  be  the  major,  and  certainly  the 
biggest,  beneficiary  of  lower  interest 
rates.  While  the  1970  fiscal  year  cer- 
tainly was  nothing  to  brag  about,  a 
changed  relation  between  the  cost  of 
money  and  what  FNM  is  getting  for  it 
should  make  for  much  bigger  earnings 
in  1971.  I  shall  be  surprised  if  this  $16- 
billion  company  does  not  earn  as  much 
per  share  in  the  first  quarter  of  1971 
as  in  all  of  1970— and,  even  more  im- 
portant, the  first  quarter  of  1971  could 
still  be  the  poorest  quarter  of  the  year. 

If  the  housing  industry  is  to  be 
stimulated,  and  that  is  the  most  wide- 
ly accepted  speculative  thesis,  it  seems 
to  me  that  companies  highly  related 
to  plywood  are  the  ones  to  own.  I'll 
agree  that  stocks  like  Georgia-Pacific 
(58),  U.S.  Plyivood-Champion  (30), 
Evans  Products  (42/2)  and  Weyer- 
haeuser (56)  don't  look  cheap  on  the 
basis  of  what  they  are  earning  this 
year  or  on  the  basis  of  what  they  may 
earn  in  1972,  but  I  still  think  all  these 
stocks  are  likely  to  sell  higher.  The 


most  popular  one  probably  would  be 
Georgia-Pacific  because  of  its  huge 
timber  holdings  and  its  growth  record. 
The  best  quality  one  is  Weyerhaeuser. 
Somehow  I  seem  to  have  a  prejudice 
toward  U.S.  Plywood-Champion. 

Another  popular  thesis  concerns  the 
companies  likely  to  profit  from  high 
depreciation  allowances  on  capital  im- 
prove^nents.  I  especially  like  Ingersoll- 
Rand  (45M),  Babcock  &  Wilcox  (24) 
and  Chicago  Pneumatic  Tool  (37).  I 
think  Babcock  &  Wilcox  is  cheaper 
than  Combustion  Engineering  (49) 
which  lately  has  been  a  much  more 
popular  stock  in  the  same  industry. 
Until  recently,  Babcock  had  over  the 
years  been  the  better  of  the  two  com- 
panies. Chicago  Pneumatic  Tool  is  one 
of  those  now-rare  companies  which 
still  has  no  preferred  stock  and  no 
bonds  ahead  of  the  common.  The 
machine  tool  issues,  I  think,  are  al- 
ways high-risk  equities  and  quite  a  bit 
ahead  of  themselves. 

A  Logical  Candidate 

The  improvement  in  the  aircraft  is- 
sues early  in  the  year  was  no  doubt 
partly  a  snapback  from  tax  selling, 
and  partly  due  to  the  theory  that  the 
Administration  was  more  willing  to 
subsidize  relief  in  a  sore  spot  in  unem- 
ployment. I  want  to  stress  once  more 
that  United  Aircraft  (38)  is  a  logical 
candidate  for  greater  investor  accep- 
tance. Earnings  last  year  probably 
were  in  the  $4  to  $4.25  area,  and 
1971  profits,  because  of  reduced  start- 
up costs,  may  be  a  little  bigger.  This 
company  is  getting  into  the  public 
utility  machinery  business,  and  is  one 
of  the  two  major  factors  in  aircraft 
power  plants  for  which  there  is  always 
a  big  replacement-parts  need.  In  rela- 
tion to  its  huge  size,  the  company's 
debt  of  around  $235  million  and  its 
12,095,000  share  capital  looks  rather 
modest. 

Still  another  thesis  is  hardly  de- 
batable. If  business  does  get  better, 
the  public  will  begin  to  spend  money 
more  freely.  That  should  help  the 
retail  business,  the  home  furnishings 
business,  appliance  sales,  textiles  and 
all  kinds  of  consumer  goods  and  the 
automobile  industry. 

The  consumer  has  been  insisting  on 
low  prices  in  standard  goods  and 
shopping  around  where  it  can  find  the 
cheapest  buys.  This  is  right  up  Zayre's 
(35)  alley.  It  had  a  disappointing 
windup  of  its  fiscal  year  a  year  ago. 
This  year,  however,  the  final  all-im- 
portant merchandising  quarter  was 
better  than  expected.  I  think  there's  a 
good  chance  that  Zayre's  sales  for  the 
year  ending  January  1973  may  reach 
a  billion  dollars.  Furthermore,  there's 
better  than  an  even  chance  that 
Zayre's  profit  margins  will  improve.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 

A  Case  For  Contrary  Opinion 


As  USUAL,  a  consensus  has  crystallized 
I  during  the  first  few  weeks  of  the  new 
year.  For  the  economy,  it  anticipates 
a  strong  recovery  rate  in  the  first 
quarter,  a  more  moderate  gain  in  the 
[second,  a  nearly  flat  trend  in  the  third 
and  a  fresh  revival  in  the  fourth  quar- 
ter—with further  improvement,  po- 
litically inspired,  at  least  during  the 
first  half  of  the  Presidential  Election 
Year  in  1972. 

For  the  stock  market,  the  consen- 
sus seems  to  agree  that  a  bull  market 
is  in  progress  but— as  this  column  has 
!done— questions  that  it  will  get  very 
much  further  in  a  hurry.  Thus,  a  trad- 
ing-range market  is  being  widely  en- 
visaged between  roughly  Dow  800 
and  850  during  the  first  few  months 
of  1971,  possibly  during  most  of  the 
first  half,  with  no  decisive  efi^ort  to  ap- 
proach or  exceed  the  900  level  until 
later  in  the  year,  and  no  test  of  the 
1966-68  highs  just  under  1000  very 
likelv  until  perhaps  some  time  in  the 
first  half  of  1972. 

E.xcept  for  skeptics  who,  in  defi- 
ance of  recent  and  long-term  experi- 
ence, hold  a  low  opinion  of  govern- 
ment's ability  to  manipulate  the  econ- 
omy with  at  least  partial  success, 
these  scenarios  seem  quite  plausible. 
But  experience  also  teaches  that  the 
business  consensus  is  rarely  accurate 
and  that  a  widely  accepted  stock  mar- 
ket view  is  almost  always  self-stultify- 
ing as  to  timing.  Accordingly,  an  ap- 
plication of  contrary-opinion  analysis 
seems  called  for  now. 

Given  the  Administration's  repeat- 
edly avowed  aim  to  stimulate  the 
economy  and  the  Federal  Reserve's 
stated  commitment  to  a  supportive 
mopey-and-credit  policy,  the  current 
consensus  forecast  for  business  is  al- 
most certainly  not  tainted  by  over- 
optimism.  Instead,  it  will  more  likely 
prove  to  have  been  unduly  restrained. 
If  so,  this  year's  economic  recovery 
curve  will  be  more  vigorous  than  is 
now  being  expected,  with  the  differ- 
ence showing  up  perhaps  chiefly  in 
a  better-than-anticipated  performance 
during  the  second  and  third  quarters. 
These  are  now  thought  of  as  periods 
of  progressively  slowing  real  growth 
in  the  gross  national  product  as  the 
impact  of  the  first  quarter's  post-GM 
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strike  production  catch-up  and  of  the 
second  quarter's  strike-hedge  steel 
buying  subsidies.  (Conceivably,  an 
improvement  over  current  consensus 
expectations  could  come  from  a  re- 
vival of  capital  goods  spending  in  re- 
sponse to  the  newly  liberalized  depre- 
ciation allowances,  which  would  be 
an  added  stimulant  for  an  economy 
recovering  cyclically  as  a  result  of  ris- 
ing demand  for  homes  and  consumer 
goods  and  services.) 

Revised  Upward 

If  it  thus  seems  appropriate  to  an- 
ticipate an  upward  revision  in  general 
1971  business  e.xpectations,  it  should 
also  be  logical  to  assume  that  inves- 
tors will  before  long  be  upgrading 
their  estimates  of  corporate  earnings, 
perhaps  especially  for  the  cyclical 
stocks  that  weigh  rather  heavily  in  the 
major  price  indices  as  well  as  in  the 
stock  market  at  large.  They  could,  for 
example,  envisage  an  annual  earnings 
rate  of  something  like  at  least  $53.50 
per  share  for  the  DJ  industrials  dur- 
ing the  first  half  of  the  year  and  close 
to  $60  for  calendar  1971,  with  the 
trend  still  rising  into  the  first  half  of 
the  following  year. 

This  prospect,  in  turn,  would  mean 
that  there  is  now  relatively  little  risk 
of  the  Dow's  breaking  800,  where  the 
"current"  price/ earnings  ratio  would 
be  under  15:1,  and  a  possibility  that 
the  average  will  be  on  its  way,  well 
before  midyear,  toward  breaching 
900,  where  the  P/E  ratio  for  calen- 
dar-year earnings  near  $60  would  still 
be  only  a  little  over  15:1.  By  the  same 
token,  one  could  visualize  a  test  of 
the  Dow's  1966-68  highs  either  late 
this  year  or  quite  early  in  1972. 

Apart  from  such  theoretical  specif- 
ics, the  practical  conclusion  to  be 
drawn  from  a  contrary-opinion  ap- 
proach at  this  time  would  be  that  the 
current  bull  market  can  unfold  more 
speedily  and  more  vigorously  than  it 
seemed  "reasonable"  to  expect  only  a 
few  weeks  ago.  In  any  case,  it  should 
be  useful  to  remember  here  that  in- 
termediate-trend reactions  in  relative- 
ly early  bull-market  phases  have 
rarely  run  to  much  more  than  4%  in 
the  Dow.  So,  on  the  basis  of  long- 
term  precedent  alone,  I  would  assume 
that  any  near-term  setback  will  hold 
above  the  Dow  810-820  zone.  ■ 
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record  at  the  close  of  busi- 
ness on  January  28,  1971, 
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Systematic  Investment  Plan 
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Contact  us  for  information  on 
Mexican  investment  opportunities. 
Supervised  accounts  offer 
unusual  possibilities  for  capital 
growth  or  secure  monthly  irlcome 
at  rates  in  excess  of  what  may 
now  be  available  to  you.  At  no 
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Counsel,  Hamburgo  165, 
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DELUXE  CAMPGROUND 

Become  a  successful  member  of  KOA,  the  largest 
internotionol  system  of  deluxe,  family  camp- 
grounds. Cash  in  on  the  booming  leisure/recrea- 
tion business.  Over  50  million  Americans  ore 
camping!  Modest  investment  brings  instant  cash- 
flow and  strong  earnings.  National  publicity  and 
odverlising.  Proven  operating  methods.  Choice 
sites  still  available.  For  free  informolion  at  no 
obliqotion,  write:  Kampgrounds  of  America,  Inc., 
P.  O.  Box  113e-F,  Billings,  Montana  59103. 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Bad  News,  Good  Market 


When  unemployment  rose  to  a  seven- 
year  high  last  November,  it  was  pos- 
sible to  blame  the  GM  strike  for  the 
poor  showing.  In  December,  with  GM 
and  its  many  suppliers  back  at  work, 
the  unemployment  rate  increased  even 
further  to  6%,  the  highest  in  nine 
years.  This  was  bad  news  in  any- 
body's language— except  in  Wall 
Street,  where  stock  prices  merrily 
went  ahead  and  extended  the  year- 
end  rally,  with  the  DJI  now  up  more 
than  one-third  from  last  May's  lows. 

Wall  Street  is  neither  callous  nor 
crazy.  It  is  merely  taking  a  sober 
view  of  realities.  President  Nixon,  who 
has  not  given  any  indication  of  want- 
ing to  be  a  one-term  president,  has 
stated  as  his  objective  to  move  the 
economy  up  to  its  full  potential  of 
growth  and  employment.  At  the  mo- 
ment, at  least,  this  looks  like  a  pretty 
tall  order.  Wall  Street,  it  seems,  is  con- 
vinced that  the  President  will  inject 
one  stimulant  after  the  other  to  ac- 
complish his  goal  of  restoring  prosper- 
ity in  time  for  the  1972  election. 

The  first  needle  was  a  reduction  in 
depreciation  guidelines,  estimated  to 
result  in  corporate  tax  savings  of  $2.6 
billion.  This,  of  course,  is  intended 
to  revive  the  desire  to  make  new  capi- 
tal investments.  The  President  also 
started  a  bit  of  jawboning  a  la  Ken- 
nedy by  chiding  Bethlehem  Steel  for 
what  he  considered  an  excessive  price 
increase.  Presumably  he'll  do  the  same 
witli  labor  unions,  if  their  demands 
should  be  exorbitant,  as  they  no  doubt 
will.  It  may,  perhaps,  work  to  a  de- 
gree in  slowing  cost-push  inflation. 

By  mid-January  the  banks'  prime 
lending  rate  had  been  reduced  eight 
times  in  the  past  12  months,  from  a 
high  of  8.5%  to  6%.  At  first  this  decline 
resulted  from  an  easier  credit  policy 
of  the  Federal  Reserve,  but  now  it  is 
a  dearth  of  borrowers  which  has  the 
banks  with  money  coming  out  ot  their 
ears.  This,  like  unemployment,  is  a 
sign  of  slack  business. 

The  stock  market,  however,  thrives 
on  ample  and.,  cheaper  credit.  When 
you  can  get  only  as  little  as  4.5%  on 
Treasury  Bills,  stocks  begin  to  look  a 
lot  more  attractive.  Furthermore,  low- 
er borrowing  costs  will  eventually 
stimulate    the    economv.    All    that    is 


Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
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needed  is  confidence,  especially 
among  consumers,  that  the  recession 
has  really  bottomed  out.  In  the  ab- 
sence of  clear-cut  statistical  evidence, 
so  far,  such  confidence  is  still  lacking— 
except  in  Wall  Street  where  highest- 
grade  investment  stocks  have  become 
quite  expensive,  and  even  the  more 
speculative  issues  are  once  again 
showing  signs  of  life. 

The  drop  of  roughly  2%  in  interest 
rates  on  long-term  bonds  has  greatly 
improved  the  market  prospects  of  util- 
ity stocks.  Although  they  still  yield 
considerably  less  than  best-quality 
bonds,  many  of  the  better  utilities 
have  a  record  of  consistent  dividend 
increases  which  in  due  course  will  lift 
the  return  on  the  stock  above  the 
yield  on  a  bond.  A  good  example  is 
Northern  Illinois  Gas,  which  has 
raised  its  dividend  in  every  year  since 
1958  to  $1.72  at  present.  The  stock, 
at  34,  yields  5%.  A  slightly  higher  re- 
turn can  be  had  on  the  recently  issued 
$1.90  preference  stock  which  is  con- 
vertible share-for-share  into  the  com- 
mon and  sells  around  36. 

Some  Sfocks  for  Consideration 

Dr  Pepper  is  a  pygmy  by  com- 
parison with  Coca-Cola,  but  its  20% 
growth  rate  in  recent  years  leaves 
nothing  to  be  desired.  I  can  see  no 
reason  why  a  similar  growth  should 
not  be  maintained  in  the  future,  par- 
ticularly since  its  recent  introduction 
into  the  New  York  metropolitan  area, 
where  Coca-Cola  Bottling  of  N.Y. 
(another  interesting  stock)  holds  the 
Dr  Pepper  franchise.  No  good  growth 
stock,  especially  in  the  noncyclical 
consumer  field,  can  be  bought  cheap- 
ly, and  Dr  Pepper  is  no  exception.  At 
about  24,  tliis  stock  sells  at  a  multiple 
of  over  30  times  projected  1971  earn- 
ings of  70  cents  to  75  cents  a  share, 
or  rouglily  the  same  P/E  as  Coca- 
Cola,  l)ut  the  latter's  growth  rate  is 
considerably  less. 

While  many  good  stocks  have  re- 
gained a  major  part  of  their  bear  mar- 
ket declines,  Pilney-Bowes  at  27  is  still 
selling  well  below  its  1969-70  highs. 
This  compain ,  best  known  for  its 
leading  position  as  a  maker  of  post- 
age meters  and  related  mailing  equip- 
ment, probably  suffered  only  a  minor  j 
earnings  setback  last  year— somewhere  < 
around  $1.20  to  $1.25  a  share,  which! 
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does  not  compare  too  badly  with  the 
1969  record  of  SI. 29.  The  futtire  out- 
look is  favorable,  I  beheve,  as  new 
products  are  being  introduced  in  re- 
lated areas.  Pitne\ -Bowes- Alpex,  50% 
owned,  seems  to  hold  promise  in  com- 
puter recording  systems  for  the  re- 
tail trade.  Pitney-Bowes  sold  S50  mil- 
lion of  long-term  debentures  last  fall, 
and  there  should  be  no  need  for  ad- 
ditional financing  in  the  foreseeable 
futiu-e.  The  stock  has  much  appeal 
for  aggressive  investors. 

Portfolio  Posiibithy 

Mortgage  money  has  become  plen- 
tiful as  well  as  a  little  cheaper.  The 
result  should  be  a  major  upturn  in 
residential  construction,  and  it  is  hard- 
ly surprising  that  most  stocks  which 
in  one  way  or  another  are  likely  bene- 
ficiaries have  risen  steeply  and  are  no 
longer  cheap— or  even  reasonable. 
Since  every  dwelling  needs  bedding  as 
well  as  other  furnishings,  Simmons  is 
bound  to  participate  in  the  widely 
predicted  building  boom.  Simmons  at 
63  is  already  selling  at  an  all-time 
high,  which  is  unfortunate,  but  1971 
earnings  are  likely  to  reach  new  rec- 
ords, possibly  as  much  as  $3.70  a 
share.  The  multiple  of  17  is  a  bit 
steep.  Nevertheless,  this  good-quality 
stock  deserves  inclusion  in  a  diversi- 
fied investment  portfoUo. 

The  airlines  have  had  a  perfectly 
miserable  year.  Conditions  are  so  bad 
that  they  can't  get  much  worse  with- 
out endangering  several  of  the  major 
carriers.  The  future,  however,  need 
not  be  as  bad  as  the  present.  This 
country  simply  cannot  afford  to  per- 
mit this  vital  industry  to  get  into  se- 
rious financial  trouble.  While  the  air- 
lines themselves  are  getting  their  costs 
under  better  control,  they  may  also 
obtain  relief  through  fare  increases, 
possibly  some  mergers  and,  of  course, 
rising  passenger  traffic  as  the  general 
economy  emerges  from  the  recession. 
I  find  American  (27)  and  Continen- 
tal (15)  quite  attractive  as  medium- 
risk  speculations.  The  risk  as  well  as 
tlje  ultimate  potential,  if  all  goes  well, 
is  much  greater,  of  course,  in  such 
weaker  situations  as  TWA,  Pan  Am 
and  Eastern.  Only  Delta  and  North- 
west can  qualify  as  investments,  but 
at  present  prices  their  capital  gains 
potential  is  no  longer  outstanding. 

It  is  a  cardinal  investment  rule  that 
stocks  should  be  bought  when  they 
are  cheap  and  sold  when  they  are 
dear.  This  applies  especially  to  cop- 
per and  other  cyclical  nonferrous  met- 
al stocks.  The  near-term  outlook  is 
uninspiring,  but  this  seems  to  be  re- 
flected in  current  prices  for  such 
stocks.  I  look  with  favor  at  American 
Smelting  and  Phelps  Dodge  as  well  as 
the  major  aluminum  companies.  ■ 
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RESTRICTION: 
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already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
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WHICH  FUHDS 
PERFORMED  WELL  IN  UP 
AND  DOWN  MARKETS? 

Growth  without  excessive  fluctua- 
tions in  price  is  an  investment  objective 
which  appeals  to  many  people. 

In  a  FundScope  survey  oif  437  mutual 
funds.only  29  performed  above-average 
in  both  the  1966-1968  bull  market  and 
the  1969-1970  bear  market.  Nine  of 
these  29  "middle  of  the  road"  funds 
were  TOP  PERFORMERS  for  the  1966- 
1970  bear-market  round-trip.  Fund- 
Scope  names  these  funds.  This  16-page 
exclusive  survey  is  yours  as  a  bonus 
with  a  trial  subscription  to  FundScope, 
the  monthly  mutual  fund  magazine  now 
in  its  13th  year. 
SPECIAL  OFFER:  (new  trial  subscribers  only) 

Send  just  $17  for  a  3-month  trial 
subscription  to  FundScope,  the  thinking 
man's  guide  to  mutual  funds.  PLUS  —  3 
big  bonuses  including  the  356-page 
1970  Mutual  Fund  Guide,  the  new  Bible 
of  the  fund  industry  with  all  the  vital 
information  you  need  on  over400  funds. 
(THIS  GUIDE  ALONE  SELLS  FOR  $15.) 
ACT  NOW:  Mail  your  $17  today,  or  if  you 
prefer  the  above  offer  with  a  money- 
saving  14-month  subscription,  send 
$50.00  (10  day  returnable  guarantee). 
Include  ZIP.  No  salesman  will  call. 

FundScope,  Dept.  F-9,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Cal.  90067 


If 

Bob  Cousy 

can  do  it, 
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agency  and  spend  a  little  time 
with  one  of  the  boys. 
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WALL  STREET  VIEW 

By  CharlesRolo 


The  Next  Phase 


The  stock  market's  recovery  over  the 
past  seven  months  has  followed  the 
textbook.  Traditionally,  a  genuine  re- 
covery from  a  prolonged  bear  market 
is  marked  by  blue  chip  leadership 
and  concentration  of  activity  in  the 
quality  sectors.  This,  essentially, 
is  what  has  happened,  with  one  tem- 
porary deviation— the  spirited  but 
short-lived  summer  rally  in  some  spec- 
ulative and  low-priced  issues.  Of 
course,  by  this  time  a  great  many 
stocks  ranging  from  medium  quality 
to  speculative  have  rebounded  smart- 
ly from  their  1970  lows.  Nevertheless, 
the  overall  picture  is  well  defined:  We 
have  been  in  a  blue  chip  bull  market. 

The  question  now  presents  itself 
(assuming  the  underlying  trend  stays 
upward):  How  long  can  this  pattern 
be  expected  to  continue?  Will  the  em- 
phasis on  quality  endure?  Or  are  we 
about  to  witness  a  shift  of  relative 
strength— some  cooling  of  interest  in 
the  favored  blue  chips  and  more  dy- 
namism in  other  areas  of  the  market? 

What  I  am  getting  at  is  this:  Over 
the  past  several  months  splendid  re- 
sults could  have  been  achieved  sim- 
ply by  sticking  to  conventional  invest- 
ment vehicles.  But  perhaps  the  time 
has  come  when  investors  pushing  for 
above-average  gains  will  find  it  nec- 
essary to  be  more  resourceful  and 
more  venturesome.  To  put  the  ques- 
tion I've  raised  in  its  proper  perspec- 
tive, let's  get  down  to  some  of  the 
relevant  numbers. 

Of  the  30  Dow  stocks,  four  are  up 
more  than  50%  from  their  1970  lows. 
Six  show  gains  (from  their  '70  lows) 
in  the  area  of  50%.  Five  are  up  40% 
to  48%;  eight  30%  to  40%;  and  four 
20%  to  30%.  The  recovery  in  Bethle- 
hem Steel  and  U.S.  Steel  is  in  the 
area  of  15%-20%,  and  only  Anaconda 
is  still  close  to  its  low.  The  average  as 
a  whole  (around  845)  is  up  34%  from 
its  May  26  low  of  631,  and  many  blue 
chips  not  included  in  the  Dow  have 
matched  this  performance. 

How  much  higher  could  the  blue 
chips  go?  Let's  look  at  earnings  pro- 
jections for  the  Dow.  Earnings 
in  1970  were  probably  around  $50 
(they  might  have  been  $53  but  for 
the  GM  strike)  and  most  forecasts  for 
1971    are    bunched    in    the    $57-$60 

A  guest  columnist,  Mr.  Rolo  is  co-director  of  the 
Research  Dept.  of  the  NYSE  firm  of  H.  Hentz  &  Co. 
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range.  What  sort  of  multiple  might 
we  expect  if  quarterly  results  sustain 
these  expectations?  The  answer  de- 
pends, of  course,  on  whether  the  Ad- 
ministration can  reflate  the  economy 
with  no  reacceleration  in  the  rate  of 
inflation.  Most  leading  economists 
consider  this  highly  questionable.  It's 
therefore  reasonable  to  assume  that 
the  problem  of  inflation— or  rather, 
fears  of  the  countenneasures  it  could 
again  bring  into  play— will  prevent  in- 
vestors from  becoming  overexuber- 
ant  and  will  be  a  restraining  influence 
on  price/ earnings  ratios. 

A  950  Dow? 

For  this  reason  I'll  settle  for  a  Dow 
multiple  of  about  16  times  projected 
earnings  ($57-$60),  which  is  slightly 
below  the  average  high  of  17  times 
earnings  over  the  past  five  years.  (The 
average  low  was  slightly  below  14.) 
This  suggests  that,  on  the  basis  of 
favorable  assumptions,  the  Dow 
might  rise  to  the  910-960  area  some 
time  in  I97I— an  advance  of  8%  to  14% 
from  its  recent  level.  (On  the  basis  of 
unfavorable  assumptions— Dow  earn- 
ings of  $53-$55  and  a  P/E  ratio  of 
14— the  Dow  might  drop  to  the  740- 
780  area.) 

Since  my  bullish  premises  point  to 
a  possible  gain  of  8%  to  14%  for  the 
DJI  this  year,  it  would  appear  that  the 
upside  potentials  for  many  blue  chip 
stocks  are  beginning  to  look  mod- 
erate, and  I  would  expect  aggressive 
money  to  be  channeled  in  other  di- 
rections. Consequently,  if  the  market 
stays  strong,  the  next  upward  phase  is- 
likely  to  assume  a  more  speculative 
complexion  than  the  phase  which  has 
carried  the  industrial  average  up  more 
than  200  points. 

(Let  me  note,  parenthetically,  that 
my  argument  about  the  limited  up- 
side potential  for  the  blue  chips 
breaks  down,  if  one  is  willing  to  as- 
sume that  we  are  entering  a  period  of 
stable  and  sustained  economic  growth. 
But  offliand  I  can't  think  of  any  lead- 
ing economic  prophet  who  is  talking 
that  optimistically.) 

In  the  more  speculative  environ-  ? 
ment  which  I  envisage,  stocks  which 
could  do  better  might  include  the  fol- 
lowing. 1)  Some  depressed  aerospace 
and  capital  goods  issues,  which  should 
be  helped  by  a  modest  pickup  in  de- 
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fense  spending  and  capital  outlays 
later  this  year.  2^  Some  of  the  better 
managed  conglomerates,  which  have 
suffered  from  high  interest  charges, 
recession  conditions,  and  perhaps  ex- 
aggerated unpopularity.  3)  Those  still 
depressed  textile  and  apparel  issues, 
which  could  have  a  good  rebound  in 
earnings  this  year.  A  case  in  point  is 
Koracorp  Industries  (selling  at  around 
11  on  the  Aniex)  which  probablv 
earned  about  SI  per  share  on  sales  of 
S85  million  in  1970.  After  a  sharp  dip 
in  last  year's  first-quarter  profits,  earn- 
ings have  been  in  a  strong  uptrend 
which  could  carry  through  into  1971. 
4)  In  the  publishing  field,  CrotccU- 
Collier  t'  Macmillan  (12).  After  falling 
disastrously  in  1970,  earnings  could 
pull  back  to  the  SI  per  share  level 
this  year  as  a  result  of  cost  cutting,  a 
probable  improvement  in  encyclope- 
dia sales  and  a  pickup  in  the  textbook 
markets.  5)  In  the  field  of  instruments 
and  optics,  Perkin  Elmer  (33). 
Growth  flattened  out  in  the  fiscal  vear 
ending  July  31,  1970,  and  fiscal  1971 
earnings  are  not  likely  to  be  much 
more  than  a  few  cents  above  1970's 
$1.23  per  share.  But  looking  beyond 
that,  I  see  good  prospects  for  resump- 
tion of  a  respectable  growth  rate,  and 
the  company  is  in  fine  shape  finan- 
cially. The  stock  sold  as  high  as  46 
during  1970  and  at  higher  levels  be- 
fore that. 

Speculative  Possibt/ifies 

I  would  also  suggest  that  bullish 
investors  take  another  look  at  the 
dual-purpose  funds  (Fokbes,  Jan. 
15).  When  these  fiuids  were  set  up  in 
1967,  the  capitalization  was  divided 
etjually  into  two  parts,  with  all  capi- 
tal gains  or  losses  going  to  the  com- 
mon stock  and  ail  dividends  to  the  in- 
come or  preferred  shares.  Because  of 
the  inherent  leverage,  the  common 
stocks  were  really  clobbered  in  the 
bear  market,  but  in  an  up  market  the 
leverage  works  in  their  favor. 

The  leverage  factor  varies  consid- 
erably from  fund  to  fund— in  one  case, 
a  10^  increase  in  the  overall  value  of 
the  portfolio  would  increase  the  asset 
value  of  the  common  by  about  55%. 
Remember  this,  though:  Increases  in 
asset  value  may  not  bring  about  a  cor- 
responding increase  in  the  price  of  the 
stock.  It  may  be  selling  at  a  large 
premium,  which  could  disappear;  and 
even  if  it's  selling  at  a  discount,  the 
discount  could  widen.  With  these  ca- 
veats, I  believe  that  the  common 
shares  of  the  dual-purpose  funds  have 
interesting  .speculative  po.ssibilities.  I 
can't  make  specific  recommendations 
—it's  contrary  to  the  rule  book— but 
you  can  look  them  up  in  any  statisti- 
cal service  such  as  Value  Line  or  Stan- 
dard &  Poor's.  ■ 
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Flashback ! 


It  was  clear  and  cold  in  New  York  on  January  13, 1931. 

The  depression  was  raging.  Jimmy  Wallcer  was  Mayor,  and  The  Times 
was  stiU  only  2(  a  copy. 

People's  major  concern  was  two  overdue  trans-Atlantic  fliers — and  hardly 
anybody  noticed  that  on  that  day  a  brand  new  investment  firm  was  born  in 
Wall  Street.  That  three  young  men  first  opened  their  doors  for  business 
at  65  Broadway  with  a  sign  that  said,  "Reynolds  &  Co.". 

Business  came  hard  in  those  depression  years  and  six  hundred  and  forty- 
nine  ditTerent  member  firms  of  the  New  York  Stock  Exchange  were  fighting 
for  what  little  there  was. 

But  even  so,  Reynolds  showed  a  profit  at  the  end  of  that  inaugural  year- 
set  a  precedent  in  1931  that's  never  been  broken  since. 

And  looking  back  today,  on  40  successful  years  in  the  business,  Reynolds 
credits  much  of  that  success  to  those  lean  and  hungry  early  years  when  their 
fundamental  policies  and  procedures  were  first  forged  and  tested— when  the 
basic  business  principles  that  still  work  to  protect  Reynolds  and  its  customers 
were  crystallized. 

Diamond  hard. 

Service,  yes.  Over-expansion,  no. 

Those  were  just  two  of  them. 

Firm  in  the  belief  that  if  it  was  good  for  their  customers,  it  was  good  for 
them,  Reynolds  set  out  to  provide  the  widest  possible  range  of  services  and 
facilities  for  every  one  of  its  customers  that  was  practically  possible. 

And  please  note  the  word  "practically". 

Because  that  meant  they  didn't  want  all  the  customers  they  could  possibly 
gel  — just  those  that  they  felt  they  could  properly  service— by  Reynolds' 
standards . . . 

Because  they  resolved  at  the  outset  never  to  undermine  their  services, 
profitability, j>r  capital  strength  by  biting  off  any  more  than  they  thought  they 
could  comfortably  chew. 

And  the  record  says  they  haven't. 

Oh,  Reynolds  has  grown,  all  right.  Grown  In  carefully  controlled,  conserva- 
tive steps  that  still  let  them  merge  with  an  even  dozen  additional  firms. 

Grown  bigger,  stronger,  better— but  always  in  concert  with  the  original 
concepts  of  Thomas  F.  Staley,  founding  partner.  Concepts  that  still  guide 
the  firm  today. 

And  today,  of  course,  Reynolds  is  a  firm  of  55  offices  from  coast  to  coast 
with  something  like  2,700  people  to  provide  help,  guidance,  and  research  for 
150,000  institutional  and  individual  investors  . . . 

A  firm  geared  to  "now"  with  automated  and  electronic  systems  of  com- 
munications, bookkeeping,  and  processing  orders  .  .  . 

A  firm  with  specialized  facilities,  departments,  and  personnel  for  corporate 
finance  and  commodities  .  .  .  over-the-counter  stocks  and  municipal  bonds  .  .  . 
special  'crosses'  and  original  underwritings  .  .  .  puts  and  calls,  mutual  funds— 
nearly  anything  you  can  name  in  the  whole  spectrum  of  Wall  Street  and 
"the  market".  .  . 

A  firm  with  capital  strength  and  structure  enough  to  face  a  whole  decade 
of  1970's  unafraid.  To  talk  with  complete  confidence  about  its  next  40  years. 
And  to  invite  you  to  share  in  those  years  with  an  account  at  Reynolds. 


Please  mail  me  more  information  on  Reynolds  &  Co.— and  why  I  might  wish 
to  open  an  account. 

FO 

Name 


Address 


City 


State 


Zip 


Telephone 


Reyholds  &.  Co. 

*^  MEMBERS  NEW  YORK  STOCK  EXCHANGE 

AND  OTHER  LEADING  EXCHANGES 


120  BROADWAY,  NEW  YORK,  N.  Y.  10005  •  OFFICES  COAST  TO  COAST 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND, 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 
City 


_State_ 


Zip  Code- 


William  Blair  &  Company 

is  investment  adviser  to 


Growth  Industry  Shares 


For  GIS  prospectus  mail  coupon 


Growth  Industry  Shares,  Inc.  Rnn.  2903 
135  S.  LaSalle  St.,  Chicago,  III.  60603 


Name_ 


Address. 

City 


_State_ 


-Zip_ 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


A  Prospect  For  Profits 


President  Nixon  recently  stated  that 
he  has  now  become  "a  Keynesian," 
meaning,  presumably,  that  he  is  re- 
sorting to  deficit  budgeting  to  stimu- 
late the  economy.  Poor  Keynes!  No 
other  economist  or  philosopher  has 
had  his  ideas  so  grossly  distorted  in 
the  public  mind.  When  Keynes  pub- 
lished his  "General  Theory"  in  the 
mid-Thirties,  the  world  was  sufFering 
a  major  depression,  and  unemploy- 
ment was  the  greatest  problem  con- 
fronting many  governments.  Unfortu- 
nately the  portion  of  Keynes'  theory 
stating  that  inflationary  effects  could 
be  created  by  budget  surplus  and 
thus  reduce  unemployment  was  gen- 
erally publicized  and  frequently  ex- 
aggerated by  enthusiastic  followers. 
Seldom  mentioned  was  another  im- 
portant aspect  of  Keynes:  that  strin- 
gent monetary  measures  and  budget- 
ing for  a  surplus  should  be  utilized 
in  an  overheated  economy. 

Keynes  himself  was  well  aware  of 
how  his  teachings  were  being  pre- 
sented in  a  biased  manner  by  his  so- 
called  followers.  One  of  my  treasured 
recollections  is  of  having  attended  a 
meeting  of  the  Royal  Economic  So- 
ciety immediately  after  World  War  II, 
at  which  the  chairman  asked  Keynes 
(by  then.  Lord  Keynes)  to  comment 
on  the  remarks  of  a  speaker.  Keynes 
got  up,  and  in  the  charming  manner 
only  he  could  project,  said,  "Mr. 
Chairman,  I  am  awfully  sorry,  but 
the  previous  speaker  was  far  too 
Keynesian  for  my  liking."  President 
Nixon,  please  note. 

Norfh  Sea  Oil 

If  one  of  the  international  oil  giants 
makes  a  new  discovery,  that  discov- 
ery has  to  be  huge  in  order  to  make 
an  appreciable  addition  to  earnings, 
and  even  then  it  would  take  consid- 
erable time  before  showing  up  on  the 
profit  and  loss  statement.  This,  of 
course,  is  not  the  case  in  some  com- 
panies which  can  be  considered  large, 
but  which  are  not  comparable  to  a 
giant  like  Standard  Oil  of  New  Jersey. 

Petrofina  S.A.  is  such  a  company. 
It  is  a  Belgian  concern,  is  one  of  the 
larger  European  oil  groups  and  is  en- 
gaged in  all  sectors  of  the  oil  industry, 
such  as  transport,  refining  and  mar- 
keting. Recently,  it  has  gone  into  the 
business  of  petrochemicals  in  a  large 


way.    Petrofina's   main   sphere   of  op- 
.  erations  is  in  politically  stable  areas 
in  North  America  and  Europe. 

At  the  beginning  of  1970  the  stock 
was  selling  on  the  Brussels  Stock  Ex- 
change at  the  equivalent  of  about  $40 
a  share,  and  at  that  time  a  number 
of  reasons— still  valid— were  given  for 
being  bullish  on  the  stock.  Petrofina's 
attempts  at  cutting  down  refining 
costs  seem  to  be  successful,  and  var- 
ious factors  have  helped  to  reduce 
freight  charges.  Profits  are  beginning 
to  accrue  from  its  gas  supply  to  Brit- 
ain from  the  North  Sea,  and  the  pet- 
rochemical branch  of  the  business 
will  be  a  large  contributor  to  profits. 

Around  the  middle  of  1970  in  the 
North  Sea,  near  Ekofisk  in  the  Nor- 
wegian sector,  a  major  oil  discovery 
was  made.  Petrofina  S.A.  participates 
in  this  discovery  to  the  tune  of  30%. 
Arnold  &  S.  Bleichroeder,  Inc.,  New 
York  investment  bankers,  have  ana- 
lyzed the  effects  of  this  discovery  on 
Petrofina  fortunes  and  have  conclud- 
ed that  at  its  current  price  of  about 
$73,  Petrofina  is  a  good  purchase.  Ac- 
cording to  the  study,  earnings  for 
1970  should  be  around  $5.  By  1974 
they  should  increase  to  between 
$10.50  to  $12  a  share.  This  estimate 
is  based  both  on  an  improvement  in 
the  company's  established  operations, 
and  its  future  North  Sea  oil  produc- 
tion. The  Bleichroeder  study  consid- 
ers that  a  reasonable  estimate  of  re- 
serves in  the  Ekofisk  area  would  be 
between  2  billion  and  5  billion  bar- 
rels of  recoverable  oil. 

Earnings  should  start  accruing,  in 
a  small  way,  around  the  middle  of 
this  year,  and  increase  quite  dramat- 
ically during  the  next  five  years:  The 
New  York  firm's  study  estimates  that 
by  1974  earnings  from  North  Sea  oil 
for  Petrofina  should  amount  to  $3 
to  $4  a  share,  and  by  1975,  $4  to  $5 
a  share.  In  1969  Petrofina  produced 
less  than  12%  of  its  crude  oil  require- 
ments; its  share  of  this  discovery 
should  assure  that  by  1975  more 
than  40%  of  its  crude  can  be  supplied 
internally.  The  current  price  in  New 
York  of  about  $73  per  share  means 
that  the  stock  is  selling  at  a  full  In- 
terest Equalization  Tax  premium  over 
the  market  abroad.  The  stock  en- 
joys a  reasonable,  but  by  no  means 
large,  market.   ■ 
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The  Funds 


Tall  Story 


E\  EN  IN  Texas,  where  nearly  ev- 
er>thing  comes  king-sized,  six-foot- 
nine-inch  Terrv  Rand  is  a  big  man, 
president  since  last  April  of  Funds 
Inc.,  the  biggest  mutual  fund  com- 
plex in  Texas. 

He  thinks  big  too.  Rand  hopes  to 
increase  the  $.50  million  in  institu- 
tional money  he  has  by  .$100  mil- 
lion a  year.  "We're  set  up  to  man- 
age that  much  now,"  he  claims.  "I 
don't  think  we  can  do  too  much 
with  our  five  mutual  funds  [$250 
million  in  assets]  for  a  year  or  so 
because  the  public's  faith  in  funds 
ha.s  been  shaken." 

A  former  (1956)  All  Americ-an 
basketball  player  from  Marquette 
University,  Rand  faces  big  prob- 
lems. Fimds  Inc.  is  owned  by  a 
holding  company  of  Nebraska's 
Lincoln  Liberty  Life  Insurance  Co. 
Lincoln  is  a  big  swinger  in  Texas. 
Its  ex-lwss,  Lloyd  Bentsen  Jr.,  has 
just  been  elected  to  the  U.S.  Sen- 
ate. To  get  its  feet  wet  in  mutual 
funds,  two  years  ago  Lincoln  lx)ught 
the  old  Texas  Fund,  a  regional  out- 
fit, renaming  it  Commerce  Fund. 
But  this  fund  is  not  very  popular 
outside  the  Southwest,  and  Lincoln 
hasn't  had  mucli  luck  with  its  in- 
surance salesmen  selling  the  fund. 
"Our  experience,"  Rand  says,  "is 
not  much  different  from  the  rest  of 
the  industry's.  Commissions  on  sell- 
ing funds  are  lower  than  on  insur- 
ance, which  discourages  the  sales- 


Terry  Rand 


men,  and,  besides,  insurance  men 
have  been  trained  to  sell  fixed-dol- 
lar securities.  Most  dislike  equities." 
So  it's  Rand's  job  to  get  regular 
investment  firms  outside  the  South- 


west to  push  his  funds  Iiarder. 
Rand  knows  the  investment  busi- 
ness. He  comes  from  Denver  where 
he  was  a  fund  snpersalesman  for 
Bache  &  Co.  "The  Lincoln  people 
made  me  a  great  offer,"  he  says. 
"When  Texaiis  want  a  man,  there 
isn't  much  he  can  do  about  it." 

A  president  at  36,  Terry  Rand 
represents  in  many  ways  the  old- 
fashioned  American  Dream.  After 
being  an  All-American  basketball 
player,  he  married  his  childhood 
sweetheart,  a  Badger  lieauty 
Queen  at  the  University  of  Wis- 
consin. His  athletic  ability  won  him 
the  friendship  of  powerful  busi- 
nessmen, the  chance  to  develop  his 
public  speaking  ability,  do  a  slock 
talk  radio  show  and  be  a  speech- 
maker  for  Colorado's  Republican 
Senator  Peter  Domi nick— which  led 
him  into  the  securities  business. 

For  all  of  his  spectacular  career, 
Rand  feels  he  has  had  a  great  dis- 
advantage to  overcome— his  giant 
height.  He  remembers  bitterly  how 
fans  shouted:  "Get  the  Goon!" 
though  he  was  an  honor  student 
and  tutor.  "Everyone  thinks  a  tall 
guy  isn't  smart,  so  you  have  to  try 
twice  as  hard  to  prove  yourself." 


A  Tortoise,  Not  a  Hare 


C.^LviN  Bullock  Ltd.  claims  to  be 
the  nation's  oldest  investment  man- 
agement company,  and  it  is  cer- 
tainly one  of  the  most  conservative. 
It  manages  around  $800  million 
in  assets;  at  least  a  dozen  manage- 
ment companies  are  larger.  But  it 
is  one  of  the  most  stable  firms. 
Chairman  and  chief  executive  is 
Hugh  Bullock,  70,  whose  father 
founded  the  firm  in  1894. 

Despite  a  gloom y-for-most  1970, 
two  of  Bullock's  Depression-born 
funds,  Dividend  Shares  ($365  mil- 
Uon  assets)  and  Nation- Wide  Securi- 
ties ($80  million),  gained  5.7%  and 
10.7%,  respectively.  (Dividend 
Shares  is  so  named  because  it 
promised  that  all  stock  held  would 
pay  a  dividend— once  a  potent  sales 


Buf/ock  of  Co/v/n  RuUock 
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point  for  Depression  investors.  Na- 
tion-Wide  follows  much  the  same 
policy.)  Slightly  venturesome  Bul- 
lock Inuid  Ltd.  ($152  million)  was 
off  in  1970-by  only  1%.  Bullock's 
Canadian  Fund  ($28  million), 
founded  1952,  was  one  of  the  few 
funds  to  gain  in  1969  and  1970. 

Bullock  also  has  the  New  York 
Stock  Exchange-listed  closed-end 
Carriers  &  General  Corp.  ($21  mil- 
lion), begun  in  1929  to  hold  only 
railroad  shares,  but  broadened  in 
19.35.  Bullock  went  a  little  go-go- 
ish  with  Venture  Fund  (public  in 
February  1969)  at  exactly  the 
wrong  time.  It  was  up  21%  in  1969, 
but  off  26%  in  1970.  Does  this 
mean  Bullock  will  leave  adven- 
ture alone?  Not  necessarily.  And 
thereby  hangs  an  object  lesson. 

In  1894,  when  men  from  Massa- 
chusetts   were    still   "shrewd   Yan- 


61 


This  announcement  is  neither  an  offer  to  sell   nor  a  solicitation  of  an  offer  to  buy  these 

securities.  The  offer  is  made  only  by  the  Prospectus,  copies  of  which  have  been  filed  with 

the  Department  of  Law  of  the  State  of  ?iew  Torl^.  The  Attorney  General  of  the  State 

of  y^ew  Yor^  has  not  passed  on  or  endorsed  the  merits  of  this  offering. 


T^ew  Issue 


500,000  Shares 


Walt  Disney  Productions 


Common  Stock 


Price  $148  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only 
from  such  of  the  several  Underwriters,  including  the  under' 
signed,  as  may  lawfully  offer  the  securities    in   such   State. 


Kidder,  Peabody  &  Co. 

Incorporated 

Blyth  &  Co.,  Inc. 
Drexel  Harriman  Ripley 

Incorporated 


Leliman  Brothers 

Incorporated 

The  First  Boston  Corporation 
duPont  Glore  Forgan 

Incorporated 


Eastman  Dillon,  Union  Securities  &  Co. 
Hornblower  &  Weeks-Hemphill,  Noyes 


Goldman,  Sachs  &  Co. 
Lazard  Freres  &  Co. 


Loeb,  Rhoades  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co. 


Bache  &  Co. 

Incorporated 

January  8,  1971. 


Salomon  Brothers 
Stone  &  Webster  Securities  Corporation 


White,  Weld  &  Co. 


Dean  Witter  &  Co. 

Incorporated 


Paribas  Corporation 


The  Funds 


kees,"  young  Calvin  Bullock,  not 
long  out  jf  Williams  College, 
moved  to  Denver  for  his  health.  De- 
spite a  financial  panic,  he  hung  up 
his  shingle:  "Calvin  Bullock- 
Stocks,  Bonds."  By  the  time  Calvin 
Bullock  died  50  years  later,  son 
Hugh  (Williams,  Class  of  1921) 
had  founded  a  New  York  office  that 
•became  the  focal  point  of  all  Bul- 
lock operations. 

But  what  a  delightful,  19th  cen- 
tury sort  of  world  it  appears  to  be 
in  the  Bullock  offices.  Some  men 
stalk  corridors  of  power.  Hugh  Bul- 
lock lets  men  of  power  stalk  his  cor- 
ridors. The  prestigious  Bullock  Fo- 
rum—now a  memorial  to  his  father- 
has  since  1937  been  bringing  the 
famous  men  of  government,  busi- 
ness, labor  and  the  military  across 
Bullock's  threshold,  sometimes  at 
the  rate  of  two  or  three  a  month. 
The  lure:  The  speaker  attracts  the 
audience;  the  audience— of  top  Wall 
Streeters— attracts  the  speaker. 

Generals:  MacArthur,  Eisenhow- 
er, Montgomery;  politicians:  Rich- 
ard Nixon,  Alec  Douglas-Home, 
Couve  de  Murville,  Hubert  Hum- 
phrey; royalty:  King  Hussein,  Queen 
Frederika.  Educators,  economists, 
diplomats  and  trade  unionists  have 
all  spoken  oft-the-record  to  a  select 
audience  as  Bullock's  guests.  Bul- 
lock's reward?  One  of  the  finest  lis- 
tening posts  in  the  world.  This,  plus 
a  replica  of  Nelson's  dress  sword. 

Inside  information?  Naturally 
not.  The  audience  learns  little  not 
already  in  the  newspaper.  But  the 
payoff  in  prestige  is  enormous. 

Though  surrounded  by  tradition, 
Bullock  doesn't  let  it  interfere  with 
his  job  of  managing  money.  There 
may  be  the  world's  largest  private 
collection  of  Napoleonia  around 
him— including  the  Gerard,  Vernet 
and  Steuben  paintings  with  which 
Courvoisier  advertises  cognac— but 
Bullock's  own  office  is  Spartan  to 
the  point  of  monasticism. 

Across  his  desk  each  morning 
comes  a  list  of  what  Jiis  money  men 
recommend  as  purchases.  And  in 
the  afternoon,  what  they  have 
bought.  If  he  agrees,  that's  it.  If  he 
disagrees,  "We  have  an  immediate 
meeting." 

If  conservative  means  prudent, 
then  Hugh  Bullock  is.  "I  don't  like 
letter  stock;  I  don't  like  things  you 
cannot  sell  quickly.  We  insist  on 
liquidity  and  broad  margins."  Ever 
the  low-key  salesman,  he  said: 
"Even  in  Venture  Fund  the  com- 
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panics  all  have  earnings  records— 
that  is  why  it  did  a  lot  better  than 
most  such  funds  in  1969. "  \'enture 
Fund,  though  sponsored  by  Bul- 
lock, is  managed  by  a  subsidiary 
of  which  51?  is  Bullock-owned.  The 
remainder  is  held  privately. 

But  did  \'enture  Fund  crimp  his 
enthusiasm  for  the  slightly  go-go? 
"My  preference  is  the  kind  of  se- 
curity that  Dividend  Shares  repre- 
sents—high-grade common  stocks. 
But  the  more  speculative  securities 
have  been  so  thoroughly  deflated, 
some  of  them  horribly  so,  that  they 
are  sort  of  interesting— if  some  one 
is  willing  to  take  that  chance."  He 
adds,  with  a  noticeable  lack  of  en- 
thusiasm: "Well,  it's  certainly  a  bet- 
ter time  now  to  buy  these  stocks 
than  four  or  five  years  ago." 

Even  so,  Calvin  Bullock  Ltd.  has 
just  opened  a  new  venture  fund  in 
Canada,  Acrofund,  and  will  soon 
launch  another  U.S.  growth  fund. 

There  will  be  no  third-genera- 
tion Bullocks  running  the  firm. 
Hugh  is  an  only  son  and  he  and  his 
wife  are  childless.  In  running  the 
finn  he  relies  heavily  on  the  team 
that  will  manage  it  in  the  event 
he  "slips  off  the  \acht  or  goes  over 
the  horse's  head. "  A  group  of  five 
top  executives,  headed  by  Presi- 
dent Joseph  H.  Humphrey  and  Ex- 
ecutive Vice  President  Martin  H. 
Proyect,  will  have  first  call  on  buy- 
ing the  firm  from  his  widow  or  his 
estate  after  Hugh  goes. 

And  Bullock  does  look  back  oc- 
casionally, to  remind  himself  that 
"no  one  is  ever  1002  correct."  He 
explained  that  Dividend  Shares 
"was  the  most  expensive  wrong  de- 
cision I  ever  made."  Starting  it? 
"No,  stopping  it.  Within  a  few 
weeks  of  opening,  it  was  a  magic 
name.  It  had  its  own  market  on 
The  Street.  It  was  so  big  so  quick- 
ly—$60  million,  which  was  a  huge 
amount  in  those  days— I  stopped 
selling  it.  I  had  to  be  sure  I  could 
manage  it."  Today  a  $60-million 
fund  is  considered  almost  too  small 
to  be  viable. 

Had  he  not  stopped  sales  in  1933 
for  several  years.  Dividend  Shares 
might  be  a  billion-dollar-plus  fund 
instead  of  just  a  healthy  •S365-mil- 
lion  one.  But  long  ago  Hugh  Bul- 
lock learned  a  lesson  that  many 
young  Wall  Streeters  discovered 
only  last  year:  that  growth  isn't  the 
only  thing  that  matters;  stability 
and  a  talent  for  survival  count  for  a 
good  deal,  too.  ■ 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


There  is  a  land  of  the  Hving  and  a 
land  of  the  dead  and  the  bridge  is 
love.  —Thornton  Wilder 


To  rule  self  and  subdue  our  passions 
is  the  more  praiseworthy  because  so 
few  know  how  to  do  it. 

—Francesco  Guicciardini 


Love  means  to  love  that  which  is 

unlovable,   or  it  is   no  virtue   at  all. 

—Gilbert  K.  Chesterton 


Perhaps  the  most  valuable  result  of 
all  education  is  the  abihty  to  make 
yourself  do  the  thing  you  have  to  do, 
whether  you  like  it  or  not. 

—Thomas  Huxley 


Patience  is  the  companion  of  wis- 
dom. —St.    Augustine 


The  moment  a  man  can  really  do 
his  work  he  becomes  speechless  about 
it.  All  words  become  idle  to  him,  all 
theories.  —John  Ruskin 


Burdens  become  light  when  cheer- 
fully borne.  —Ovid 


There  is  this  difference  between 
happiness  and  wisdom,  that  he  that 
thinks  himself  the  happiest  man,  really 
is  so;  but  he  that  thinks  himself  the 
wisest,  is  generally  the  greatest  fool. 
—Caleb  Colton 


The  glory  of  a  workman,  still  more 
of  a  master-workman,  that  he  does  his 
work  well,  ought  to  be  his  most  pre- 
cious possession;  like  the  honor  of  a 
soldier,  dearer  to  him  than  life. 

—Thomas  Carlyle 


There  is  no  course  of  life  so  weak 
and  sottish  as  that  which  is  managed 
by  order,  method  and  discipline. 

—Michel  de  Montaigne 


Order  means  light  and  peace,  in- 
ward liberty  and  free  command  over 
one's  self;  order  is  power. 

—Henri  Frederic  Amiel 


The  talent  of  success  is  nothing 
more  than  doing  what  you  can  do 
well;  and  doing  well  whatever  you 
do,  without  a  thought  of  fame. 

—Henry  Wadswohtii  Longfellow 


How  like  a  mounting  devil  in  the 
heart  rules  the  unreined  ambition. 

—Nathaniel  P.  Willis 
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To  be  done  well,  a  task  must 
be  done  with  a  will,  ivith  relish, 
with  enthusiasm.  Those  who  are 
wisely  ambitious  seldoin  grum- 
ble. A  motto  which  has  been 
framed  and  hung  on  many  walls 
reads:  "All  things  come  to  those 
ivho  hustle  while  they  icait." 
The  harder  a  man's  toil,  the 
greater  his  need  for  bringing 
cheerfulness  to  it— the  merry 
heart  goes  all  the  day.  Be  pa- 
tient, be  cheerful.  You  will  get 
farther  and  the  way  will  be  all 
the  .smoother  for  yourself  and 
for  others,  too. 


Joy  is  the  life  of  man's  life. 

—Benjamin  Whichcote 


There  are  few,  if  any,  jobs  in  which 
ability  alone  is  sufficient.  Needed,  also, 
are  loyalty,  sincerity,  enthusiasm  and 
team  play.      —William  B.  Given  Jr. 


Occupation  was  one  of  the  plea- 
sures of  paradise,  and  we  cannot  be 
happy  without  it.       —Anna  Jameson 


Job  was  not  so  miserable  in  his  suf- 
ferings as  happy  in  his  patience. 

—Thomas  Fuller 


If  my  soul  were  not  light,  I  would 
die.  —Joanna  Bailie 


Patience  strengthens  the  spirit, 
sweetens  the  temper,  stifles  anger,  ex- 
tinguishes envy,  subdues  pride,  bridles 
the  tongue.  —George  Horne 


How  poor  are  they  that  have  not 
patience.  —Shakespeare 


The  same  sun  which  gilds  all  na- 
ture, and  exhilarates  the  whole  crea- 
tion, does  not  shine  upon  disap- 
pointed ambition.      —Edmund  Burke 


Children  and  fools  have  merry  lives. 
—John  Ray 


All   the   world   loves   a   lover   who 
loves  his  work.        —Arnold  Glasow 


A  Text . . . 


Sent  in  by  Samuel  Lafferty.  New 
Britain,  Conn.  What's  your  fa- 
vorite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Let  all  things  be  done  decently  and  in 
order,  —I  Corinthians  14:40 
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THOSE  SEMICONDUCTOR  PRICE  WARS 


Short  Circuit 

in  a 

Growth  Industry 
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You  get  more 
than  facts  and  figures 
when  you  talk 
business  insurance  with 
Frank  B.Hall 


Af  Frank  B.  Hall,  you'll  meet  the  creative 
people  of  the  insurance  business.  Because  we're  really 
designers.  And  our  specialty  is  custom-designing  an 
insurance  package  that  gives  you  better,  more  effi- 
cient coverage  for  the  money  you  now  spend.  Or  gets 
you  the  same  coverage  at  a  lower  cost. 

To  do  this  we  have  to  understand  your  busi- 
ness as  well  as  our  own.  So  first  we  study  your  expo- 
sure to  risk  and  your  capacity  to  assume  loss.  Then  the 
creative  process  begins.  We  put  together  an  insurance 
plan  that  best  protects  your  assets  and  helps  improve 
your  profit  margins.  From  the  wide  variety  of  insurance 


carriers  around  the  world  we  then  select  those  that 
can  best  service  it. 

You  can't  get  this  kind  of  attention  from  a  sin- 
gle insurance  company.  Or  a  broker  that's  too  imper- 
sonal to  encourage  artistic  expression.  Or  who  does 
not  provide  the  technical  knowhow  required.  You  can 
get  them  from  Frank  B.  Hall.  We've  been  masters  in 
the  art  of  insurance  for  over  100  years. 

So  if  you  think  insurance  is  just  a  lot  of  dry  sta- 
tistics, or  that  creativity  has  nothing  to  do  with  dollars 
and  cents,  call  Frank  B.  Hall.  And  put  our  imagination 
to  work  for  you. 


Frank  B.  Hall  &Go,  Inc.  The  Creative  Insurance  Brokers. 

Averooe    \diu$Iers  •  Employee  Benefits  Consultanfj  •  Actuaries-67  Wall  Street,  New  York,  N.Y.   (212)  944-3300  and  offices  in  Chicago,  New  Orleans,   Los 
Angeles,      an   Fronclsco,   Ooklond,   Portlond,   Ore.,    Seattle,   Anchorage,  Honolulu,   London,  Oslo,  Hong  Kong,  Adelaide,  Brisbone,  Melbourne,  Perth,  Sydney 

Incorporating  Parker  &  Co.  International,  Inc. — Aviation  and  General  Insurance 

99  Port  Avenue,      .  w  Yoik  (212)  687-6960  ond  Philadelphia,  Son  froncisco,  Corol  Gob/es,  Orlando.  Jackionville.  Woshinglon,  Allonio,  Boston,  Bermudo,  Mexico  Cily,  Caracal 
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From  the  world's  largest  designers  of  stock  market  ticker  displays 


BU.UINGAME 

THE  NEW  TRANS-LLf:?i^  15 197, 

Personal  Ttcmr 


For  Your 
Desk... 

Anywhere 


If  you  watch  the  tape... 

vish  you  had  more  time  to  .  .  .  you  need  the  Trans-Lux  Personal 
er.  In  today's  volatile  market,  it  can  mean  the  difference  between 
tantial  profit  and  loss  because  this  ticker  takes  a  personal  interest 
in  your  stocks. 

Set  it  for  your  stocks 

The  Trans-Lux  Personal  Ticker  is  selective  and  will  print  every  tick  of 
the  stocks  you  want.  Others  are  deleted.  You  change  stocks  in  seconds. 
Or  just  touch  a  button  and  get  the  full  market. 

Quotes. ..the  instant  they  appear  on  exchange 

You  get  every  trade  at  the  same  time  your  broker  docs,  and  right  in  the 
comfort  of  your  own  office  or  home.  This  enables  you  to  trade  on  split 
second  information. 

A  click  says  "now!"  when  there  is  action  in  your  stocks 

A  click  of  the  ticker  alerts  you  to  trades  in  your  stocks.  Even  if  you 
leave  the  room,  just  a  few  feet  of  tape  records  all  the  action  for  you. 

Individual  investors,  fund  managers,  brokers  enthusiastic 

They  say,  "The  Trans-Lux  Personal  Ticker  can  pay  for  itself  in  one 
trade."  It  gives  a  distinct  market  advantage.  Tax  deductible,  too. 

We're  ready  to  send  you  full  information  and  arrange  a 

demonstration.  Just  mail  coupon. 


BBm^M^PBrsona/Wker^ 


A  Division  of  Trans-Lux  Corporation 
625  Madison  Ave.,  New  York,  N.Y.  10022 
(212)  PLaza  1-3110 

Send  me  information  about  the  Trans-Lux 
Personal  Ticker. 


N;ime_ 


Company. 
Address 


City. 


State. 


^Zip_ 


Phone. 


Atlanta.  Chicago.  Dallas.  Los  Angeles.  Miami. 
Pittsburgh.  San  Francisco.  Zurich. 
Canadian  Trans-Lux  Corp.,  Ltd. -Toronto. 
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Asbestos 

If  s  the  newest  thing  in  airport  runwaya 

Touchdown.  The  moment  of  truth  in  any  flight.  And  it  calls  for 

the  best  in  a  pilot,  in  a  plane,  in  a  runway.  Asbestos  added  to 

runway  overlays  allows  a  substantial  increase  in  asphalt. 

The  result:  improved  strength,  longer  life. 

Asbestos  is  a  unique  material  — incombustible,  lightweight 

and  tough.  Indispensable  for  hundreds  of  protective  uses  — 

in  vehicles,  in  pavement,  in  public  buildings, 

in  homes,  on  ships  at  sea,  in  aerospace. 

Without  asbestos,  life  for  all  of  us  would  be 

a  lot  more  hazardous. 
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Side  Lines 


This  /s  Business  Reporting 


Perhaps  in  reading  Forbes  you  think  that  our 
editors  spend  their  days  pokinji;  among  statis- 
tics, punching  out  price/ earnings  ratios  on  cal- 
culating machines  and,  generally,  living  in  the 
dry-as-dust  world  of  numbers  and  abstractions. 

If  so,  you  couldn't  be  more  wrong.  The  fig- 
ures are  only  the  starting  point  of  a  Forbes 
stor\-.  The  guts  of  the  story  is  what  lies  behind 
the  numbers— the  people,  the  j^roducts,  the 
real-life  situations.  \n  pursuit  of  these,  our  edi- 
tors and  reporters  have  more  than  their  shar(> 
of  Iminan  experiences. 

Only  last  month,  .Special  Reports  Editor  Ken- 
neth Schwartz  s]ienf  a  day  interviewing  the 
top  men  of  the  Mormon  Church  in  Salt  Lake 
Cit\.  The  Mormon  Church?  For  a  business  sto- 
ry? That's  right.  Schwartz  was  researching  his 
Feb.  1  cover  story  on  those  innkeeping  Mor- 
mons, the  Marriotts.  He  soon  saw  that  their 
tremendous  business  success  was  closely  related 
to  their  religion.  So— although  it  might  not 
seem  to  have  much  to  do  with  business  or  with 
innkeeping— Ken  flew  to  the  Mormon  capital, 
toured  Salt  Lake  City's  great  Temple  Square, 
chatted  with  two  of  the  Church's  three  high 
priests  and  learned  quite  a  bit  about  the  prin- 
ciples of  Mormonism.  Ken  flew  back  to  New 
York  with  a  better  understanding  of  what 
makes  the  Marriotts  run— and  with,  we  think,  a 
better  story. 

B\'  the  same  token,  we  don't  get  all  of  our  story  ideas  by  reading 
piospectuses-although  we  do  read  them  by  the  hundreds.  Or  simply 
from  talking  to  businessmen— although  we  do  talk  to  all  the  top  ones 
Our  ideas  come  from  everywhere.  Outside  reading,  for  example.  One 
of  our  senior  editors,  Jim  Cook,  is  a  mystery  buff.  Me  was  reading  a 
whodunit  set  among  the  diamond  merchants  on  New  York's  47th 
Street.  It  struck  him  that  here  was  big  busine.ss,  even  though  it's  not 
usually  thought  of  as  such,  and  we  were  launched  on  the  major  article 
oii  diamonds  (Forbes,  Feb.  1,  1970)  by  Special  Reports  Editor  Ken 
Schwartz  which  has  been  widely  reprinted  and  which  Schwartz  is 
now  expanding  into  a  book  for  Henry  Regnery  of  Chicago, 

Over  ill  our  London  bureau,  .Senior  Editoi-  Harold  Lavine  has  been 
wrestling  with  the  complexities  of  life  amid  garbage  strikes,  postal 
strikes,  electricity  strikes.  Philosophically,  he  reports:  "Every  time  we 
have  a  strike,  the  press  predicts  the  very  fabric  of  civilization  will  dis- 
integrate. But  it  doesn't.  There  are  even  compensations:  With  the 
postal  strike,  no  bills.  I  used  to  worry  about  the  human  race,  but  I'm 
now  convinced  it  will  survive."  Lavine  now  is  working  on  an  article 
growing  out  of  his  observations. 

What  does  Forbes  reporting  consist  of?  It  consists,  in  good  part,  of 
looking  around  us,  noticing  what  is  happening  and  relating  it  to  busi- 
ness opportunities  and  business  problems.  The  news?  Yes,  we  follow 
it,  but  we're  looking  beyond  the  newspapers.  The  numbers?  Well, 
they're  certainly  important,  but  they're  not  the  whole  story.   ■ 
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TRANS-AMERICAN  COLLECTIONS,  INC. 
PROVIDES  FAIL-SAFE  COLLECTIONS! 

Trans-American  offers  to  collect 
your  delinquent  accounts  for  a 
flat  one-tinne  fee  .  .  .  as  little  as 
$3.84  per  account  regardless  of 
size,  age  or  location.  You  never 
pay  a  percentage  of  the  amount 
collected  ...  no  hidden  charges! 
Payment  is  made  direct  to  you  by 
your  client. 

TAC's  computerized  system  all  but 
eliminates  tedious  paper  work.  Pro- 
cedures are  tailored  to  your 
particular  business  with  collection 
methods  that  recognize  your  pub- 
lic good  will  as  an  invaluable  asset. 
Trans-American  service  extends 
internationally  to  all  types  of  busi- 
nesses and  professions.  There  is 
only  one  genuine  Trans-American 
Collections.  TAG  has  no  affiliates 
under  any  other  name. 

Put  TAG  to  work  for  you  TODAY! 
Send  coupon  for  complete  infor- 
mation. Don't  forget  to  ask  about 
the  iron-clad  guarantee. 
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FOREIGN 


That's  Beer 

Germany's  defense  of  pure  beer  is 
collapsing  before  an  overwhelming 
push  by  the  Common  Market  for 
universal  beer  standards.  Tradition- 
ally, German  beer  contains  only 
the  purest  ingredients— malt,  hops, 
yeast  and  water— nary  an  additive. 
European  suds,  and  some  German 
export  beers,  contain  such  additives 
as  ascorbic  acid  (vitamin  C),  tan- 
nic acid  and  sulphur  dioxide.  Un- 
der the  proposed  standards,  al- 
ready in  effect  on  wine,  Germans 
wouldn't  have  to  produce  Euro- 
beer.  Their  market  will  suffer,  how- 
ever, from  the  invasion  of  the 
cheaper  product  into  their  home 
market.  Unless  Bonn  vetoes  the 
proposal,  the  leveling  will  begin 
sometime  next  year. 

Wage  Control,  Hotel  Style 

The  next  time  you're  overseas, 
take  another  look  at  your  hotel  bill. 
That  item  listed  as  "service  charge" 
is  not,  as  most  Americans  assume, 
tips  to  the  help.  That's  the  help's 
salary.  "There's  one  hotel  in  Ath- 
ens that  has  a  negative  payroll," 
reports  Donald  Pritzger,  president 
of  California's  Hyatt  Corp.  "It 
makes  a  15%  service  charge  and 
pays  out  only  12%.  It  actually 
makes  money  on  its  payroll."  If  the 
practice  continues  at  all,  may  it 
remain  confined  to  Greece. 


BUSINESS 


Two  Cents  Plain 

When  almost  every  company  in 
a  particular  industry  shows  profit 
declines,  any  gain  is  a  bright  spot. 
Recently  papermaker  Union  Camp 
Corp.  announced  that  its  1970  in- 
coine  had  gone  up  2  cents  a  share, 
to  S2.05  vs.  $2.03  in  1969,  where- 
as companies  like  International  Pa- 
per, Westvaco  and  Kimberly-Clark 
all  showed  declines  in  the  same 
period.  True,  Union  Camp  Presi- 
dent Alexander  Calder  admitted 
that  the  earnings  gain  stemmed 
from  an  increased  investment  tax 
credit  and  a  reduction  in  the  in- 
come tax  surcharge.  But  competing 
papermakers  also  enjoyed  much  the 
same  benefits. 


Still  Saving 

The  U.S.  consumer  seems  to  be 
acting  just  as  University  of  Michi- 
gan consumer  expert  George  Ka- 
tona  said  he  would  (Forbes,  Feb. 
J)— that  is,  he  is  taking  a  sufiBcient- 
ly  dim  view  of  the  economic  out- 
look to  continue  his  savings  spree. 
Both  the  mutual  savings  banks  and 
the  savings  and  loan  a.ssociations 
report  that  savings  deposits  for  De- 
'oember,  the  latest  month  for  which 
figures  are  available,  set  all-time 
records  and  ran  at  more  than  twice 
the  levels  of  the  same  m  )nth  in 
1969.  Including  interest  credited, 
the  S&Ls  report  December  deposits 
of  $2.7  million,  the  mutual  savings 
banks  $1.1  billion. 

Song  of  the  Open  Road 

Who  loves  a  loser?  The  truck- 
ing industry,  that's  who.  A  strong 
trend  over  the  last  decade  has 
been  the  absorption  of  losing  short- 
haul  carriers  by  prosperous  long- 
haulers.  The  reason  is  not  a  death 
wish  but  longer  routes,  which  mean 
high  profits.  As  the  too  official  of 
one  of  the  largest  long-haulers  put 
it,  "In  spite  of  their  protestations 
that  they're  going  to  maintain  ser- 
vice, they  quickly  change  it  and 
tack  on  the  routes,  end-to-end."  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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Jy  produces  more 
low-cost  printing  papers  than  we  do. 
Not  even  tlie  giants. 


Nowadays,  many  books,  cata- 
logs, directories,  almanacs  are 
printed  only  to  be  reprinted  a  week 
or  a  month  or  a  year  later. 

That's  where  low-cost  printing 
papers  come  in.  And  nobody  pro- 
duces more  of  them  in  more  sizes, 
shapes,  colors  and  weights  than  we 
do.  Great  Northern  Nekoosa. 

You'll  find  our  low-cost  print- 
ing papers  in  retail  catalogs.  In 
paperback  books.  In  telephone  di- 
rectories. In  children's  workbooks. 


I. 


You'll  find  them  tailored  to 
suit  all  kinds  of  publications.  From 
business  magazines  to  Sunday  sup- 
plements to  soft  cover  books. 

You'll  find  us  coating  these 
low-cost  papers.  Coloring  them. 
And,generally,makingthem  lighter 
and  more  economical  to  use. 

This  kind  of  leadership  isn't 
unusual  for  GNN. 

We're  also  the  country's  lead- 
ing supplier  of  computer  papers. 
Papers  for  office  copying  machines. 
Business  forms.  And  other  high- 
grade  business  communication, 
printing  and  publishing  papers. 
And  the  country's  leading  indepen- 
dent producer  of  newsprint  and 
containerboard. 


When  it  comes  to  making 
paper— especially  low  cost  printing 
paper— we  keep  taking  giant  steps. 

For  more  information,  write 
me  personally:  Peter  S.  Paine, 
Chairman  of  the  Board,  Great 
Northern  Nekoosa,  522  Fifth  Ave- 
nue, New  York,  New  York  10036. 

GRE^ 
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NEKOOSA 

CORPORATDN 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V4  to  Vz 
higher. 

Over  5,000  styles  $100  to  $100,000 


Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

NAME 

ADDRESS     

ZIP    
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HATTERAS 


53  MOTOR  YACHT 

The  Hatteras  is  tested  and  proved 
seaworthy  off  Cape  Hatteras— 
graveyard  of  the  Atlantic,  con- 
sidered by  veteran  sailors  to  be 
the  roughest  sea  along  the  North 
American  coast.  Write  for  the 
name  of  nearest  dealer.  For  port- 
folio of  color  literature,  enclose 
$1.00.  Send  to  2599  Kivett  Drive, 
High  Point,  N.C.  27261. 
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North  American  Fiockweil 


READERS  SAY 


Exodus 

Sir:  I  was  very  disturbed  to  read  your 
completely  one-sided  article  concerning 
the  exodus  of  many  companies  from  New 
York  City  to  suburbia  (Forbes,  Jan.  15). 
I  do  not  think  that  it  is  particularly  sur- 
prising that  Mr.  [D.  Kenneth]  Patton, 
New  York  City's  Economic  Development 
Administrator,  or  Mr.  David  Rockefeller, 
chairman  of  the  Chase  Manhattan  Bank, 
do  not  have  very  favora1:)]e  things  to  say 
about  this  growing  exodus  of  corpora- 
tions from  New  York  City.  Neither  of 
their  opinions  could  hardly  be  considered 
as  completely  objective.  It  was  somewhat 
surprising  to  me  that  Forbes  has  chosen 
to  quote  them  without  any  answer  from 
people  who  have  specifically  made  the 
move  and  are  very  satisfied  with  the 
results. 

There  is  nothing  whatsoever  in  this  ar- 
ticle that  points  out  the  real  reason  that 
most  companies  have  moved  from  New 
York  City— which  is  to  establish  a  working 
climate  in  which  executives  at  all  levels 
of  management  can  perform  at  much 
higher  levels  of  efficiency  than  in  New 
York  where  commuting  has  effectively 
reduced  the  working  day  to  about  five 
or  six  hours. 

Your  article  also  implies  that  the  co.st 
of  space  in  suburbia  is  much  higher  than 
it  had  originally  been  planned.  In  a  few 
instances  this  may  be  true,  but  I  can  as- 
sure you  that  in  our  case  the  cost  of 
much  pleasanter  surroundings  is  less 
than  it  was  in  New  York.  On  the  subject 
of  housing  for  employees,  the  employees 
in  our  company  have  not  found  that  the 
relative  cost  of  living  in  Stamford  and 
other  communities  is  any  greater  than  it 
was  in  New  York  City  for  comparable 
facilities.  You  happened  to  publish  a 
picture  of  the  "rush  hour"  at  Stamford's 
High  Ridge  Park.  The  comparison  be- 
tween the  traffic  at  High  Ridge  Park 
and  traffic  in  New  York  City  is  too  ridicu- 
lous to  even  comment  upon. 

In  conclusion,  as  chief  executive  of  a 
company  that  has  just  mo\'ed  from  New 
York  City  to  Stamford's  High  Ridge 
Park,  I  want  to  assure  you  that  the  ef- 
ficiency and  productivity  at  all  manage- 
ment levels,  as  well  as  clerical  levels,  is 
considerably  greater  than  it  was  in  New 
York  City.  As  I  am  dictating  this  letter, 
I  am  looking  out  the  window  watching 
the  bulldozers  clearing  the  land  for  the 
new  corporate  headquarters  of  Continen- 
tal Oil  Co. 

—John  Love 

President, 

American  Tliread 

Stamford,  Conn. 

Sir:  I  am  inclined  to  agree,  in  part, 
with  David  Rockefeller  that  "the  sub- 
urbs are  not  as  ideal  as  they  thought." 
My  company  was  located  in  Chicago.  Af- 
ter living  and  working  in  the  suburbs, 
I  admit  that  I  am  somewhat  disenchanted 
with  the  "promised  land."  But  wlien  you 
look  at  the  total  picture,  the  shootings, 
robberies,  rapes,  air  pollution,  city  traffic 


and  other  disadvantages  of  the  city,  it 
all  seems  worth  it.  It  is  quite  a  luxury  to 
take  a  walk  at  night  or  ride  with  your 
windows  rolled  down  in  the  suburbs. 

— R.  Knaueriiaye 
Glen  Ellyn,  111. 

An  Objection  from  the  Continent 

Sir:  I  take  strong  exception  to  the 
way,  in  which  you  present  the  standards 
of  corporate  financial  reporting  in  Eu- 
rope in  the  introductory  remarks  to  "The 
.Money  Men"  (Forbes,  Jan.  15).  Any 
conscientious  study  of  this  matter  must 
surely  show  that  we  have  made  tremen- 
dous progress  during  the  last  ten  years. 
An  analyst  can  obtain  a  very  reliable  pic- 
ture of  the  financial  standing  of  leading 
European  companies  from  available  data. 
Although  some  European  countries  al- 
low more  flexibility  and  discretion  in  cor- 
porate reporting  than  the  U.S.,  isn't  it 
amazing  that  the  greatest  financial  scan- 
dals of  the  past  three  years  ( Penn  Cen- 
tral, L-T-V,  Four  Seasons  Nursing)  con- 
cerned U.S.  corporations  supposedly  sub- 
mitted to  various  regulatory  bodies  and 
supervisory  agencies? 

—Peter  J.  Widmer 

Deputy  Vice  President, 

Swiss  Bank  Corp. 

Zurich,  Switzerland 

Sir:  I  would  like  to  point  out  that  U.K. 
company  law  has  required  consolidated 
annual  reports  since  1948.  The  1967 
Companies  Act  introduced,  among  other 
requirements,  the  disclosure  of  sales. 

—Michael  Cwinnell 
New  York,  NY. 

Bad  Timing 

Sir:  Your  comment  on  exercising 
(Fact  ir  Comment,  Jan.  15)  is  a  sharp 
departure  from  your  usual  good  logic  and 
common  sense.  If  you  want  to  remain 
fat  and  lazy  (your  adjectives),  that  is 
your  business.  But  your  comment  under- 
mines the  discipline  of  others  who  badly 
need  regular  physical  exertion.  The  cor- 
relation between  exercise  and  a  healthy 
constitution  is  beyond  question.  .'\nd  in 
the  middle  of  our  YMCA  drive! 

— H.L.  Parker 
Spartanburg,  S.C. 

Sir:  Articles  such  as  yours  contribute 
to  the  unfit  businessman  and  his  pre- 
mature death. 

— E.  Joseph  Fischer 
Riverside,  Calif. 

Sir:  I  do  wish  you  would  shut  up. 
Most  middle-aged  men,  for  whom  you 
write,  are  beyond  hope— they  are 
paunchy,  boring,  overweight,  overfed, 
oversmoked,  overdmnk,  overapathetic 
and  useless.  Those  wjio  do  die  from  exer- 
cise are  those  who  started  exercising  at 
48  or  49,  and  whose  prex'ious  definition 
of  same  was  lifting  a  glass  from  the  table 
to  the  mouth  or  playing  18  holes  in  an 
electric  golf  cart.  For  myself,  a  sweet 
yoiuig  thing,  you'll  get  no  glances  from 
me  but  snickers. 

— Patti  Smith 
Los  Angeles,  Calif. 
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"My  colleagues  and  I  would  like  to  show  you 
how  we  protect  the  kind  of  neighborhood 
you  want  in  Florida." 


Charles  H.  Kellstadt 

Chairman  of  the  Board,  General  Development 

Corporation.  Retired  Chairman  of  the  Board  and 

Director,  Sears.  Roebuck  and  Co.;  Director. 

Scott  Paper  Company;  Delta  Air  Lines,  Inc. 

When  you're  thinking  of  buying  Florida  land,  it's  wise  to  con- 
sider, ''What  will  this  community  be  like  in  ten  years,  in  fifteen,  in 
twenty-five?" 

As  some  of  America's  most  successful  businessmen,  members 
of  our  Board  of  Directors  are  in  the  habit  of  looking  ahead.  They 
are  concerned  about  whole  communities,  about  building  excellently 
planned,  safe  and  clean  cities.  A  way  of  life  we  call  the  new  Florida. 

So  we  build  total  environment  communities.  You  may  know 
of  three  of  them.  Port  St.  Lucie  and  Port  Malabar  on  Florida's 
Atlantic  coast.  And  our  largest.  Port  Charlotte,  with  21,000  resi- 
dents, on  Florida's  Gulf  Coast. 

improvements  are  planned  years  in  advance,  as  are  houses  of 
worship,  schools  and  playgrounds  for  the  kids.  We  create  parks 
and  golf  courses  and  tennis  courts,  marinas,  cultural  centers,  and 
conveniently  located  shopping  centers. 

One  final  point.  When  we  say  ''General  Development  builds 
what  it  promises,"  we  mean  we  do  more  than  sell  land.  1970  rep- 
resented General  Development's  best  sales  and  earnings  year,  and 
the  very  fact  this  took  place  while  so  much  of  the  business  world 
was  in  a  deep  chill  says  something  about  the  solidity  of  our  opera- 
tion and  our  product. 

We  plowed  much  of  our  earnings  right  back  into  our  total 
environment  communities  .  .  .  to  make  this  way  of  life  happen  faster. 
To  build  the  new  Florida  better. 

So  our  residents  and  homesite  owners  had  a  booming  year,  too. 
Residents  saw  our  growth  not  in  printed  numbers 
but  in  successfully  completed  projects.  Homesite 
owners,  in  turn,  were  given  an  added  incentive 
towards  a  future  life  in  Fresh  Start  Country. 

To  get  the  whole  story — To  learn  how  you  can 
invest  in  your  future  //oit— Just  send  us  the  at- 
,  tached  card. 


The  Board  of  Directors  of 
General  Development  Corporation 


Charles  H.  Kellstadt 

Chairman  o(  the  Board  antJ  Chiel 
Executiwe  Officer,  General  Devel- 
opment Corporation   Retired 
Chairman  of  the  Board  and 
Director,  Sears,  Roebuck  and  Co 
Director.  ScotI  Paper  Co  .  Delta 
Air  Lines,  Inc  ,  Eckerd  DruKS  of 
Florida.  Stewart  Warner  Corp 
Member,  Atlvr^ory  Board,  Chemi- 
cal Bank  Member,  Floricla  Council 
of  100  Chairman,  Board  of 
Trustees,  Logistics  ManaKement 
Institute,  Chairman,  Medical  Ad- 
vr,ory  Council,  Loyola  Stritch 
School  of  Medicme,  ChicaKO, 

Harry  Hood  Bassett 

Chairman  of  the  Board.  The  First 
National  Bank  of  Miami   Cltair- 
man  of  the  Board,  The  First 
National  Bank  of  Palm  Beach 
Chairman  of  the  Board,  Southeast 
Bancorporation,  Inc.,  and  attiliates: 
Southeast  SBIC,  Inc  ,  Southeast 
Properties  and  Southeast  Services 
Director,  Eastern  Air  Lines,  Inc  , 
Wornetco  Enterprises,  Inc  ,  Maule 
Industries,  Inc.,  Tropical  Gas 
Company,  Inc.,  Federal  Reserve 
Sank  of  Atlanta.  Jacksonville 
Branch,  International  Executive 
Service  Corps.  Vice  Chairman, 
University  o(  Miami.  Trustee. 
Council  for  Latin  America, 

Joseph  P.  BInns 

Director.  General  Host  Corporation. 
Ann  Arbor  Railroad  Co  ,  Sky 
Chefs.  Inc   'subsidiary.  American 
Airlines,  Inc  i.  Trustee,  Greenwich 
Savings  Bank.  New  York  City 

Gardner  Cowles 

Chairman.  Finance  Committee, 
General  Development  Corporation. 
Chairman  of  the  Board,  Chief 
Executive  Officer,  Cowles  Com 
munications,  Inc  President, 
Director,  Oes  Moines  Register  and 
Tribune  Company   Director, 
Kemper  Insurance  Company. 
R.  H    Macy  &  Company.  United 
Air  Lmes,  Bankers  Life  Insurance 
Company  of  Des  Moines,  Iowa, 

Robert  W.  Dowling 

Chairman  of  the  Executive  Com- 
mittee, City  Investing  Company. 
Chairman,  The  Pierre  Hotel 
Trustee.  DowlinK  College.  Director, 
Emigrant  Savings  Bank;  Home 
Insurance  Company,  R.  H.  Macy  & 
Co. 

Luther  L.  Hill 

Director,  Des  Moines  Register  and 
Tribune  Company. 

Fred  W.  Hooper 

Private  investments,  horse  breed- 
ing, racing,  farming  Director,  City 
National  Bank  of  Coral  Gables, 
University  Federal  Savings  and 
Loan  Association,  Coral  Gables; 
Hialeah  Race  Course  and  Arhngton- 
Washington  Race  Tracks. 
Arlington  Heights.  Illinois. 

A.  C.  Ketzler 

Chairman  of  the  Board,  Bordo 
Products,  Inc.  Director,  Suni 
Citrus  Products  Company,  Atlanta; 
Basra  Date  Trading  Company, 
Basra,  Iraq. 


William  Harvey  Kyle 

Retired  banker  Director,  Port 
Charlotte  Bank  Trustee,  Cleveland 
Clinic  Foundation.  Life  Trustee, 
Cleveland  Community  Fund.  Hon- 
orary Lay  Trustee,  John  Carroll 
University. 

Orren  R.  McJunkins 

Vice  President  Operations,  Gen- 
eral Development  Corporation, 
Member,  Florida  Council  of  100. 
Former  Executive  Enp.ineer. 
I  a  Guardia  Airport,  f^ew  York,  and 
Washington,  D  C   National  Airport. 
Former  Special  Consultant  to 
Secretary  of  War,  Washington, 
Construction  Chemical  Plants. 
Former  Member,  U  S   Military 
Governors  Staff,  US,  Zone,  Berlin. 
Former  Member,  US   Diplomatic 
Service,  Ankara.  Turkey.  Former 
Vice  President,  Continental  Can 
Company,  Inc. 

Richard  D.  Pope,  Jr. 

Chairman  of  the  Board,  Florida 
Cypress  Gardens,  Inc.  Vice  Chair- 
man, Florida  Development  Com- 
mission Cliairman,  Tourism 
Committee  of  Florida  Council  of 
100  President,  Orange  Blossom 
Trail    Association.    Honorary    Vice 
President,  American  Water  Ski 
Association. 

Frederick  E.  Roach 

President,  General  Development 
Corporation   Director,  Family 
Service,  United  Fund  of  Dade 
County.  Coral  Way  National  Bank, 
Miami.  The  First  National  Bank 
of  Melbourne. 

George  T.  Scharffenberger 

President  and  Director,  City 
Investing  Company  Director,  Hayes 
International  Corporation.  Wabash 
Magnetics,  Inc  .  fvletroGoldwyn- 
Mayer.  Inc.;  Computer  Sciences 
Corporation;  Diebold  Technology 
Venture  Fund,  Management 
Sciences  Corporation;  Property 
Research  Corporation;  Cayman 
Corporation,  Guerdon  Industries; 
Moore  and  McCormack  Co.,  Inc. 
Trustee,  Hall  of  Science  of  the 
City  of  New  York.  Member, 
American  Arbitration  Association. 
Regent,  Georgetown  University. 

Nicholas  H.  Serris 

Vice  President,  Finance,  and 
Treasurer,  General  Development 
Corporation. 

J.  Douglas  Streit 

Member.  Toronto  Stock  Exchange. 
Vice  President,  J.  Bradley  Streit 
&  Company  Limited.  President 
and  Director,  Yellowknife  Bear 
Mines.  Director,  Giant  Yellowknife 
Mines. 

John  L.  Weinberg 
Partner,  Goldman,  Sachs  &  Co. 
Director,  Cowles  Communications, 
Inc.;  Bulova  Watch  Co.,  Incorpor- 
ated; Cluett,  Peabody  and  Co., 
Incorporated;  Kraftco  Corporation; 
B.  F.  Goodrich  Company;  Knight 
Newspapers,  Inc. 


-IFIEO   ST*TEMENr    AMD  OFFE 

PARTMfNTOF   STATE  OR  ANr  OFFICFR   THERFOF,  OR  THAT   THE   OFPARTMFNT  OF   S 
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SUCM   AN  ( 
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/ve  nave  a  aiTrerenr  laie  to  leii. 


Of  the  aircraft  companies  founded  in  the 
Twenties  or  Thirties,  only  a  handful  remain  able 
to  design  and  deliver  any  aerospace  system. 
Of  these,  McDonnell  Douglas  is  in  a  class  of  its 
own.  D  We're  still  a  leader  in  the  airplane 
business.  More  than  60  airlines  fly  our  DC-8  and 
DC-9  jetliners.  Our  new  wide-cabin  DC-10, 
scheduled  to  begin  service  this  year,  is  already 
the  choice  of  18  leading  domestic  and 
international  carriers.  D  Our  F-4  Phantom  is  the 

first-line  U.S.  fighter, 
and  the  choice  of 
eight  other  Free 
World  nations.  Now  in 
development:  the 
even  swifter,  higher-performance  F-15  air 
superiority  fighter  for  the  late  '70s  and  '80s.  lH 
We're  ahead  in  astronautics  with  our  man-to-the- 
moon  S-IVB  rocket  stage,  our  satellite  launch 

vehicles,  and  a  broad 
new  generation  of 
rockets  and  missiles. 
Set  for  launch  in 
1972  isour  Skylab, 
being  built  for  NASA  as  a  giant  first  step 
toward  an  Earth-orbiting  space  station.  D 
We  apply  this  aerospace  expertise  to 
growth  fields  everywhere. 
We  are  offering  the  first  solution  to 
mid-air  collisions  —  a  proven 


collision  avoidance  system  for  commercial 
airliners.  We  are  becoming  a  nationwide 

commercial  computer 
utility.  Others  often 
writeoff  in-house 
computer  operations 
as  overhead; 


ours  is  a  source  of  added  income.  D  There's 

something  else  that  sets  us  apart:  the  earnings 

line  in  our  Annual  Report.  For  a  copy, 

write  Annual  Report,  Box  14526, 

St.  Louis,  Missouri  63178.  /^"^V^ 
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'With  all  thy  getting  get  understanding'' 


Fact  and  Comment 


ROCKET   FOR  THE  RAG   BUSINESS 

Hot  Pants  take  off. 

There  seems  to  be  more  garment  industry  profit  in  mak- 
ing men  pant  than  in  making  men's  pants. 


BELIEVE 

And  you  better  believe  it. 

Public  opinion  sufficiently  and  widely  aroused  packs 
unimaginable  power. 

As  the  power  plant  slowdowners  ot  Great  Britain  re- 
cently discovered. 

The  British  people  don't  ruffle  easily.  For  centuries  they 
will  go  on  tolerating  such  inconveniences  as  plumbingless 
and  heatless  houses.  So  long  as  they  have  a  garden  patch  or 
flower  pot  to  putter  in  they're  not  bothered  much  by  in- 
ternational crises,  monetary  disasters,  or  incessant  and  in- 
terminable strikes  over  the  most  trivial  trivia. 

But  I  was  in  London  when  the  posver  nonvvorkers 
pushed  the  ixople  jtist  too  far.  I  hadn't  seen  such  a  dis- 
play of  stolid  solidarity  and  (juietly  quickening  outrage 
since  being  in  Britain  at  the  Time  of  Hitler.  The  power 
union  demands  were  so  far  out  and  the  paralysis  resulting 
from  powerlessness  spreading  so  fast  throughout  the  coun- 
try that,  literally,  power  workers  were  being  set  upon  by 
their  normally  peaceable  neighbors. 


IT  OR   NOT 

At  the  outset  it  seemed  that  the  Companies  and  the 
government  must  give  in  even  to  these  inordinate  demands 
because  there  was  absolutely  no  economic  pressure  on  the 
power  workers.  You  see,  they  were  not  striking  but  work- 
ing by  the  book,  i.e.,  one  man  out  of  40  in  a  particular 
power  unit  would  stay  out  "sick"  and  none  of  the  other 
39  would  pull  his  .switch  or  plug  in  his  plug.  All  40  got 
paid  while  literally  they  did  nothing. 

But  they  did  plenty  to  and  tor  Britain  because,  when 
the  strike  collapsed,  which  it  did  totally,  the  outraged 
public  set  the  stage  tor  eventual  Parliamentary  passage  of 
.some  Taft-Hartley-Iike  labor  legislation. 

It's  always  a  good  thing  for  any  and  all  of  us  to  be  re- 
minded that  there  is  such  a  thing  as  going  too  far. 

And  tor  us  to  be  reminded  of  the  power  of  public  opin- 
ion to  end  endless  imposition  by  governments  (most  re- 
cently Poland);  to  enforce  the  end  of  unsalable  wars 
(Vietnam);  and  generally  to  rectify  the  more  outrageous 
wrongs  and  visible  injustices. 


PROFIT— SHORT  OR   LONG? 


Tom  Clausen,  the  quietly  dynamic  47-year-old  CEO  of 
the  biggest  bank  in  the  world.  Bank  of  America,  brings  to 
his  task  a  refreshing  breadth  of  perspective  along  with  the 
capability  and  courage  to  speak  out  when  it  matters. 

Lunching  here  recently  with  Fohbes'  editors,  he  made  an 
observation  about  profits  that  seems  to  be  eminently  sound 
—but  it  hasn't  really  sunk  in  yet  with  too  many  Big  Busi- 
ness helmsmen.  With  unbankery  vision,  Mr.  Clausen 
pf)inted  out  that  there  was  nothing  preordained  and  inevi- 
table about  the  survival  of  the  profit-based  free  enterprise 


system  unless  it  continued  to  meet  better  than  any  other 
system  people's  needs  and  aspirations.  Profits  cannot  be 
measured  just  quarterly  or  annually.  Corporate  manage- 
ment must  take  a  long  view  and  recognize  that  investments 
in  solving  environmental  and  other  social  problems  are  es- 
sential for  the  survival  and  future  of  the  profit  system.  Less 
.short-temn  profit  if  it's  at  the  expense  of  corporate  commu- 
nity responsibility  so  that  there  will  continue  to  be,  over 
the  long  term,  free  enterprise  and  a  profit  system. 
Right  on,  wouldn't  you  say? 
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BE  THANKFUL  FOR 

Papa  Doc  Duvalier,  Haitian  dictator  who  for  the  past 
dozen  years  has  ruled  voodoo-ridden  Haiti  by  means  of 
pistol-packing  hoods  and  hooligans,  is  now  giving  thought 
to  his  mortality.  According  to  Benjamin  Welles,  the  De- 
ceasing of  Immortals  Nasser  and  de  Gaulle  has  made  the 
Doctor  think  of  his  future,  or  rather,  the  lack  of  it. 

I  will  never  forget  my  first  and  only  visit  to  Port-au- 
Prince,  capital  of  this  povertied  paradise,  aboard  a  private 
boat.  Castro  was  then  roaming  the  Cuban  hills,  picking  up 


SMALL  MERCIES 

popular  support  to  o\"erthrow  Batista.  Neighboring  go\ern- 
ments  were  as  nervous  as  the  one  in  Havana. 

On  docking,  an  unlikely  looking  roughneck  with  a  full- 
of-buUets  belt  and  pistol  sauntered  aboard  and  genially 
asked  if  we  would  like  to  visit  President  Duvalier.  It  seems 
Duvalier  had  seen  us  sail  iy  and  decided  to  say  hello. 

The  visit  itself  was  storybook  stuff.  We  were  driven  to 
the  palace,  whose  grounds  and  corridors  were  loaded  with 
lounging,  dishevelled  "riflemen,  and  waited  in  the  Louis 
XIV  ballroom  for  a  bit  before  being  escorted  into  the 
President's  office.  There  he  sat,  smiling  pleasantly.  He'd 
not  been  President  long,  and  it  was  expected  that  as  a 
practitioner  of  medicine  he  would  strive  to  up  the  healtli 
and  living  standards  of  his  heavily  populated,  small  coun- 
try. He  gave  sensible  answers  and  he  outlined  his  needs. 

But  there  was  more  than  a  hint  of  both  his  plans  for  rule 
and  his  reflection  of  fear:  One  pile  of  papers  on  his  desk 
was  held  down  by  a  pistol,  and  the  other  by  a  box  of 
bullets. 

Now,  more  than  a  dozen  years  later,  this  ruthless  and 
bloodied  boss  thinks  of  his  mortality  and  so  do  his  country- 
men. With  hope. 

What  wasted  opportunity. 

What  a  way  to  go. 


QUOTES 


From  the  Politicians  File 

One  of  the  more  notable  bits  of  humor  to  emanate  from 
the  President's  somewhat  unmirthful  Cabinet  came  from  for- 
mer Treasury  Secretary  Kennedy  who  was  prone  in  his  early 
days  to  say  things  that  didn't  quite  come  out  as  intended. 
Quipped  he:  "Don't  quote  me  on  what  I  say;  quote  me  on 
what  I  mean." 

From  a  speech  entitled  "The  Subtle  Suicide  of  Free  En- 
terprise," delivered  by  University  of  Chicago  Professor 
Yale  Brozen:  "We  are  getting  more  laws  than  we  know 
what  to  do  with.  We  should  pass  a  law  against  more  laws. 
We  should  pass  a  law  limiting  Congressional  sessions  to  a 
maximum  of  six  months  each  year.  Pass  a  law.  Pass  a  law. 
It's  become  a  national  refrain.  Perhaps  we  ought  to  put  it 
to  music." 

Don't  Close  the  Gap 

From  The  New  Yorker's  review  of  Margaret  Mead's  lat- 
est volume:  "The  generation  gap-which,  as  Dr.  Mead  sees 
it,  is  inescapable— requires  that  the  older  generation  main- 
tain enough  authority  to  protect  the  younger,  and  admit 
to  enough  uncertainty  to  encourage  it." 

From  the  How  f rue  File 

Unemployed  Californian  James  Hamilton:  "A  recession 
is  when  your  next-door  neighbor  is  out  of  work;  a  depres- 
sion is  when  you're  out  of  work." 
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A  Frame  of  Reference 

A  mutual  friend  referring  to  the  Viewing  of  a  deceased 
chum:  "Before  he  put  on  that  wooden  suit.  .  .  ." 

From  the  "Oh  Weil"  File 

After  a  turbulent  meeting  of  Phi  Beta  Kappas  the  presi- 
dent of  one  state  chapter  philosophized:  "It  was  far  better 
to  debate  something  and  not  settle  it  than  to  settle  some- 
thing and  not  debate  it." 

On  the  Literary  Scene 

Writer  James  M.  Cain,  when  asked  how  to  help  would- 
be  writers:  "The  only  thing  you  can  do  for  someone  who 
w  ants  to  write  is  buy  him  a  typew  riter." 

Carson  Kanin  describes  a  priceless  Somerset  Maugham 
speech:  "It  began  in  a  disquieting,  nerve- testing  way. 
Maugham  was  introduced,  took  a  standing  ovation  and, 
when  the  guests  had  regained  their  seats,  began  his  ad- 
dress. He  spoke  the  customary  salutations,  paused  for  a  mo- 
ment and  said,  'There  are  many  virtues  in  growing  old.'  He 
paused,  he  swallowed,  he  wet  his  lips,  he  looked  about. 
The  pause  stretched  out,  he  looked  dumbstruck.  The  pause 
became  too  long— far  too  long.  He  looked  down,  studying 
the  tabletop.  A  terrible  tremor  of  nervousness  went  through 
the  room.  Was  he  ill?  Would  he  ever  be  able  to  get  on  with 
it?  Finally  he  looked  up  and  said,  Tm  just  .  .  .  trying  .  , . 
to  think  what  they  are!'  " 

—MALCOLM  S.  FORBES, 

Editor-in-Chief 
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Dont  let  it  rain  on  your  P&L. 


When  one  of  your  men  is  laid  up, 
you  wanf  to  continue  his  salary. 

But  that  means  the  salary  you're 
also  paying  his  replacement  comes  right 
3ut  of  profit. 

Which  sure  puts  a  damper  on  a 
Board  of  Directors  meeting. 

CNA's  Salary  Continuance  Plan 
dandles  the  problem.  By  assuring 
/our  men  an  income  while  they're 
unable  to  work. 


Our  comprehensive  coverage 
includes  accidents,  diseases  and 
pre-existing  medical  conditions. 
It  pays  during  rehabilitation.  And 
benefits  are  available  to  age  65. 

CNA's  Salary  Continuance  Plan 
even  covers  nervous  disorders 
and  mental  problems. 

The  premiums  are  payroll 
deductible  and  average  less  than 


one  percent  of  salary.  So  you  won't 
feel  any  financial  pinch. 

Contact  your  agent.  Or  write  to 
us.  Ask  about  Salary  Continuance. 

The  time  to  buy  a  raincoat  is 
before  it  starts  to  rain. 

Have  it  your  way 

"'^N^l insurance 
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Our  5600  postage  meter  machine. 

It  puts  in  a  good  day's  work 
even  before  it  sends  out  the  mail. 


i 


Our  versatile  5600  does  so  much 
more  than  get  out  the  mail.  It  takes 
over  some  of  the  most  time-consum- 
ing jobs   in  various  departments  of 
your  business. 

To  start  with,  it  automatically  feeds, 
seals,  meter  stamps  and  stacks  enve- 
lopes of  practically  every  width,  length, 
thickness  and  weight.  And  then,  if  you 
order  it  with  switchable  meters,  it  can 
do  other  things,  too. 


Like  signing  checks.  (One  meter 

acts  like  a  mechanical  hand,  signing 
and  endorsing  checks.)  So  the  ac- 
countant can  keep  his  hands  on  his 
books. 


CHK. 

M.O. 

DIS. 

TOT. 

The  check-signing  meter  can  be 
adapted  to  imprint  dates  on  invoices 
and  incoming  letters.  So  the  poor  over- 


worked assistant  doesn't  have  to  do 
that  menial  job. 
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There's  a  UPS  register,  too.  To  give 
a  big,  helping  hand  to  the  fellow  in  the 
shipping  room  who  handles  United 
Parcel  Service. 


There's  also  a  decimal  meter  for 
bulk  third  class  mail.  So  nobody  has 
to  stay  overtime  doing  that  job. 

Our  regular  postage  meter  which 
takes  care  of  letters  and  packages, 
also  gives  your  advertising  depart- 
ment a  boost.  (If  you  don't  have  one,  it 
is  your  advertising  department.)  Be- 
cause it  can  print  a  sales  message  or 
miniature  ad  right  on  your  envelope 
while  it's  printing  your  postage.  So 
your  mail  not  only  does  business.  It 
helps  you  get  it,  too.  There's  no  mail 


jam-up  at  the  end  of  the  day.  And  only 
one  man  has  to  man  the  fort.  During 
office  hours,  only. 


Our  5600  also  does  a  job  for  the 
post  office.  For  once  a  letter  is  meter- 
stamped,  it's  automatically  post- 
marked, dated  and  cancelled.  Uncle 
Sam  returns  the  favor  by  speeding 
your  mail  on  its  way. 

^  Pitney -Bowes 

^  POSTAGE  METERS 

For  more  information,  viiiie  Pilney-Bowes.  Inc., 
1764  Pacific  Street.  Stamford.  Conn  .  06904  or  call 
one  of  our  190  offices  tfiroughout  the  US.  and  Can- 
ada, 50  Years  of  Solving  Paper-Handling  Problems. 
Postage  Meters.  Addresser-Printers.  Folders  Scales, 
inserters.  Counters  &  imprinters.  Fluidic  Centre's. 
MailOpeners.  Collators,  Copiers,  Labeling,  Marking 
and  Plastic  Card  Systems. 


Forbes 


What  Can  One  Man  Do? 

Well,  for  one  thing,  he  can  talk  Congress  into  going  against  the 
advice  of  its  own  mutual  fund  experts  and  those  in  the  executive 
branch.  The  only  trouble  is,  in  the  long  run,  he  also  has  to  deliver. 


In  the  beginning  was  the  common 
stock.  You  picked  out  one  you  liked 
and  bought  it.  Then  there  were  a  lot 
of  common  stocks,  a  bewildering  va- 
riety perhaps.  So  you  hired  somebody 
to  do  the  picking  for  you,  and  the  mu- 
tual fund  was  born.  Now  there  are  a 
lot  of  mutual  funds  around— 800  to  be 
exact.  Does  this  mean  that  you  hire 
somebody  to  pick  a  fund  to  pick  a 
stock  for  you?  "No,"  said  the  Securi- 
ties &  Exchange  Commission;  "Yes," 
said  Milton  Mound,  president  of  First 
Multifund  of  America  Inc.;  and,  with 
help  from  the  U.S.  Congress,  the  an- 
swer turned  out  to  be  "yes." 

For  whatever  continuing  misgiv- 
ings the  SEC  might  have  about  a  fund 
of   funds-type    mutual    fund    on   this 


tAilion  Mound  of  Multifund 

side  of  the  ocean,  the  matter  is  «iow 
written  into  law.  The  amendments  to 
the  Investment  Company  Act  of  1940, 
passed  last  December  by  Congress, 
stipulate  that,  under  certain  condi- 
tions, a  mutual  fund  that  invests  in 
other  mutual  funds  is  legal. 

Accordingly,  there  are  now  four 
such  funds  in  operation:  First  Multi- 
fund,  Hyperion  Fund,  Dern's  Fund 
and  Fundpak.  Six  more  are  currently 
in  registration  with  the  SEC.  They  all 
owe  their  existence  to  Milton  Mound's 
persuasiveness  on  Capitol  Hill,  plus 
the  inability  of  the  SEC  to  make  a 
case  against  such  funds  of  funds  that 
would  stand  up  in  Congressional  com- 
mittee hearings. 

Was  this  an  instance  of  powerful 


mutual  fund  groups  lobbying  the  Con- 
gress? Hardly.  The  Investment  Com- 
pany Institute,  the  industry's  trade  as- 
sociation, joined  the  SEC  in  opposing 
fund  of  funds-type  operations.  Says 
David  Silver,  ICI  general  counsel: 
"The  purpose  of  a  mutual  fund  is  to 
provide  professional  management  and 
diversification.  In  a  fund  of  funds  set- 
up, you  have  professional  manage- 
ment of  professional  management 
and  diversification  of  diversification. 
What's  the  point?" 

The  SEC  also  saw  no  point  in  such 
a  fund.  The  Commission's  primary  ob- 
jection was  to  the  layering  of  charges 
that  would  be  incurred  by  a  pur- 
chaser of  a  fund  of  funds.  The  cus- 
tomer pays  not  only  the  sales  load  of 
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-mall  sales  commission  of  the  other 
funds  purchased  for  its  portfolio. 
Small,  because  these  funds  buy  in 
large  quantities.  Advisory  fees  are  sim- 
ilarly layered.  The  fund  of  funds 
charges  a  management  fee  of  one-half 
of  1%,  but  also  is  charged  the  one- 
half  of  Ifc  management  fee  of  all  load 
funds  in  its  portfolio.  Other  costs, 
such  as  legal  fees,  auditing  and  trans- 
fer fees,  postage  and  bookkeeping  ex- 
penses, are  also  layered. 

Be\ond  that,  the  Commission  feared 
the  potential  danger  of  undue  influ- 
ence over  mutual  fund  managers  by  a 
single  large  purchaser  of  funds. 

In  December  1966,  the  SEC  rec- 
ommended a  ban  on  fund  of  funds- 
type  investments  in  the  U.S.  It  was 
then  in  the  thick  of  its  legal  battle 
with  Bernard  Cornfeld,  originator  of 
the  Geneva-based  Fund  of  Funds. 
There  was  nothing  illegal  in  the  con- 
cept of  a  fund  of  funds.  The  Invest- 
ment Company  Act  of  1940  allows 
one  investment  company  to  own  up  to 
37c  of  the  assets  of  another  investment 
c  :mpany.  But  Cornfeld,  being  out- 
side U.S.  jurisdiction,  had  bought  up 
over  30%  of  some  U.S.  mutual  funds. 
The  SEC  eventually  banned  Cornfeld 
from  doing  business  in  the  U.S.,  and 
it  firmly  opposed  similar  operations 
cropping  up  in  the  U.S. 

No  Law  Against 

But  in  September  1967,  there  being 
no  law  against  it,  the  SEC  registered 
Milton  Mound's  First  Multifund.  In 
doing  so,  the  SEC  limited  Multifund 
to  a  1.5%  sales  commission,  far  below 
the  8..5%  sales  load  of  most  mutual 
funds.  Even  so,  Mound  had  scored  an 
important  point,  for  the  SEC  still 
maintained  its  opposition  to  all  such 
funds  of  funds  when  the  Senate  Bank- 
ing &  Currency  Committee  took  up 
consideration  of  mutual  fund  reform 
in  1968.  This  was  wjiere  Mound  was 
persuasive. 

He  argued  that  his  Multifund  was 
really  a  bargain  for  the  small  inves- 
tor. With  a  1.5%  sales  commission  on 
his  Multifund  and  only  a  1%  sales 
commission  on  the  portfolio  funds,  the 
Multifund  customers  were  getting  at 
2.5%  what  ordinarily  cost  them  8.5%. 
To  the  layering  of  management  fees, 
Mound's  answer  is,  "You're  paying  for 
additional  service.  You're  paying  for 
our  management  selecting  the  funds 
and  watching  them."  (Proponents  of 
funds  of  funds  also  like  to  suggest 
tliat  they  can  do  a  better  job  than  the 
average  investor  in  anticipating  how 
effective  a  fund's  management  is  likely 
to  be  in  the  future;  for  as  they  point 
out,  a  good  past  record  is,  in  itself, 
not  necessarih  an\  guarantee  of  futvne 
performance.) 


Senate  Banking  &  Currency 
Committee  Chairman  John 
Sparkman  (above)  was 
helpful,  says  First  Multi- 
fund's  Milfon  Mound,  in 
giving  legal  status  to  funds 
of  funds.  But  Sparkman's 
House  counterpart.  Repre- 
sentative John  E.  Moss,  so 
opposed  the  idea  that 
Mound  had  to  persuade 
Moss'  committee  mem- 
bers   to    vote    against    him. 


Another  SEC  argument  was:  The 
diversification  of  investment  promised 
by  a  fund  of  funds  was  illusory  be- 
cause leading  funds  would  be  in  the 
same  stocks  anyway.  Mound  took  the 
ten  leading  funds  of  the  day  and 
showed  the  senators  that  there  was 
minimal  duplication  of  investment. 

So  the  Senate  Banking  &  Currency 
Committee,  headed  by  Senator  John 
Sparkman  (Dem.,  Ala.),  inserted  an 
exception  to  the  SEC's  recommended 
ban  on  fund  of  funds-type  operations. 
The  exception  allowed  Multifund  and 
others  to  do  business.  The  mutual 
fund  reform  legislation  then  went  to 
the  House  of  Representatives,  where 
Congressman  John  E.  Moss  (Dem., 
Calif.)  heads  the  Subcommittee  on 
Commerce  &  Finance.  Moss,  a  secu- 
rities expert  in  Congress,  shared  the 
SEC's  disapproval  of  funds  of  funds. 
He  still  shares  it.  "We  shouldn't  have 
them,"  says  Representative  Moss  to- 
day. "And  if  we  do  have  them,  we 
should  have  tight  control  of  them. 
There  is  far  too  much  charge  for 
management." 

But  if  Moss  opposed  such  an  in- 
vestment, the  rest  of  his  committee  did 
not.  Decidedly  they  did  not,  for  the 
House  committee  was  ready  to  give 
Mound's  Multifund  and  the  others  the 
right  to  charge  whatever  sales  load 
the  National  Association  of  Securities 
Dealers  eventually  decrees  for  all  mu- 
tual funds.  In  conference  with  the 
Senate,  the  fund  of  funds  sales  load 
was  kept  at  1.5%. 

And  so,  despite  the  opposition  of 
the  SEC,  the  Investment  Company 
Institute  and  the  leading  expert  on 
securities  law  in  the  House  of  Repre- 
.sentatives,  Milton  Mound  prevailed. 
In  a  way,  it  is  testimony  to  what  one 
man  can  do  in  government. 

Everything  but  Success 

Having  won  the  battle  of  Capitol 
Hill,  it  would  be  nice  to  report  that 
Milton  Mound  has  done  equally  well 
in  the  battle  of  Wall  Street.  Alas,  such 
is  not  the  case.  For  one  thing,  the  1.5% 
commission  is  not  very  attractive  to 
salesmen  accustomed  to  8.5%.  After 
3/2  years,  Multifund  still  has  assets  of 
only  $15.5  million.  In  performance, 
too,  Multifund's  record  has  been  dis- 
appointing. In  1970,  says  Arthur  Lip- 
per's  fund  service,  it  fell  more  in  value 
than  the  average  fund.  Its  record 
against  the  Dow  Jones  average  is  no 
better.  In  1969,  when  the  Dow  fell 
15.19%,  Multifund  dropped  21.8%,  and 
last  year,  when  the  Dow  rose  4.82%  on 
the  strength  of  the  blue  chips.  Multi- 
fund  apparently  missed  the  funds  that 
invested  in  those  blue  chips.  Mound's 
fund  fell  10.16%.  With  results  like  that, 
do  you  really  need  a  fund  to  pick  a 
fund  to  pick  a  stock?  ■ 
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Penney  Steps  out 

J.  C.  Penney  has  bought  into  the  grocery  busi- 
ness, but  it's  after  more  than  diversification. 


There  was  no  blare  of  publicity  last 
December  when  J.C.  Penne\  Co.,  sec- 
ond only  to  Sears,  Roebuck  as  a  mass 
merchandiser,  made  a  radical  depar- 
ture. It  went  into  the  supermarket 
business.  For  823  million  worth  of 
Penney  stock,  it  acquired  Supermar- 
kets Interstate,  Inc.,  a  middle-sized 
Omaha-based  grocery  chain  that  had 
leased  departments  in  Penne>  and 
other  stores.  A  big  deal?  No.  As 
against  Penney's  S4  billion  in  sales, 
Supermarkets  Interstate's  Sill  million 
isn't  going  to  make  much  of  a  splash, 
nor  are  its  profits— SI. 2  million— 
against  Penney's  Sill  million.  But 
that  wasn't  the  point.  The  point  was: 
Penney  was  going  into  an  entirely 
iiesv  business. 

Not  Pint,  But  .  .  . 

Peimey  is  not  the  first  mass  mer- 
chandiser to  move  into  supennarket- 
ing.  Kor\ette  did  so  seven  >ears  ago, 
but  retired  after  taking  huge  losses. 
More  recently,  both  Gamble-Skogmo 
and  P'ederated  Department  Stores 
purchased  supermarket  chains.  But 
these  are  exceptions:  Most  big  mer- 
chants have  preferred  to  lease  their 
food  departments  to  experienced  food 
people  rather  than  operating  them 
from  the  inside. 

Why  is  Penney  moving  the  way  it 
is?  "We're  after  something  very  broad 
here,"  says  William  M.  Batten,  Pen- 
ney's 61-year-old  board  chairman.  "I 
don't  think  A&P  has  much  to  worr\ 
about  from  J.C.  Penney."  What  then 
!s  Penne\'  thinking  about? 

'Our  buying  a  food  chain,"  Batten 
explains,  "is  part  of  our  thinking  that 
the  'general  store'  with  one-stop  shop- 
ping has  come  back  into  style  again. 
In  this  same  connection,  we  bought 
Thrift  Drugs  in  1969,  and  we  have 
.lestaurants,  greeting  card  shops,  dra- 
per>'  and  dry  cleaning  services— all  un- 
der one  roof." 

That  phrase  "all  under  one  roof"  is 
the  key  to  Penney's  thinking.  The  ob- 
ject is:  Get  the  customer  into  the 
store  for  whatever  reason,  and  you 
have  an  excellent  chance  of  selling 
him  other  things.  Automobile  traffic 
being  what  it  is,  and  the  demands  on 
people's  time  being  what  they  are, 
the  customer  likes  the  idea  of  doing 
all  his  shopping  in  one  store;  get  him 
to  bu\  groceries  and  you  get  at  least 
a  chance  of  picking  up  his  clothing 
and  drug  business  and  tempting  him 
with  higher-priced  merchandise. 

"Remember,"  Batten  continues,  "the 
one  place   where   people   come   back 


three  or  four  times  a  week  is  the 
supermarket." 

In  buying  supennarkets,  Batten  is, 
as  he  says,  thinking  "very  broad."  He 
is  thinking  beyond  the  regional  shop- 
ping center,  which  has  been  the  big 
development  in  merchandising  since 
\\'orld  War  II.  True,  the  shopping 
center  offers  centralized  shopping  for 
a  wide  range  of  merchandise,  but  it 
still  has  its  inconveniences:  The  cus- 
tomers have  to  go  from  store  to  store, 
and  get  limited  exposure  to  stores 
other  than  the  ones  they  specifically 
intend  to  visit.  On  top  of  this,  the 
shopping  center  is  a  vastly  expensive 
thing  to  build,  and  a  given  commu- 
nity can  support  only  so  many  of 
them.  Batten  feels,  therefore,  that 
there  is  ample  room  for  the  consider- 
ably smaller  one-store  shopping  center 
that  is  still  complete  enough  to  com- 
bine everything  from  groceries  to  ap- 
pliances under  one  roof. 

Quite  clearly,  Penney  is  taking  as 
its  model  S.S.  Kresge's  highly  success- 
ful K  mart  operations.  Batten  calls 
these  "free-standing  discount  stores." 
He  says,  "The  free-standing  discount 
shopping  center  is  going  to  have  tre- 
mendous growth  during  this  coming 
decade.  It  requires  a  different  kind  of 
Penney  store  than  the  regional  shop- 
ping centers  or  supercenters."  Pen- 
ney's version  of  that  kind  of  store  is 
likely  to  be  what  it  calls  "The  Trea- 
sury" stores. 

What  has  all  this  to  do  with  gro- 
ceries? The  grocery  department  is  all- 
impor.tant  to  the  one-store  shopping 
center.  Penney,  therefore,  will  have  to 
go  into  the  grocery  business  in  a  big 
way— as  Kresge  has.  Batten  wants  to  be 
certain  that  Peiniey  knows  what  it  is 
doing,  that  it  does  not  blunder  the 
way  Korvette  did.  In  buying  Super- 
markets Interstate,  therefore,  Penney 
is  bu\'ing  supermarket  management 
and  knowhow  as  much  as  it  is  buying 
a  going  business. 

Long  Race  Ahead 

As  it  moves  into  groceries  and  into 
one-store  shopping  centers.  Batten  em- 
phasizes that  Penney  is  going  to  pro- 
ceed slowly  and  cautiously.  "We  do 
not,"  he  says,  "want  to  assembly-line 
produce  models  at  too  rapid  a  rate 
and  then  discover  we're  stuck  with  a 
big  bunch  of  not  very  profitable 
stores.  Unlike  Detroit,  you  can't  call  a 
store  back  for  adjustments.  If  you're 
stuck,  you're  stuck." 

Penney  has  always  been  a  long-dis- 
tance runner,  not  a  sprinter.   ■ 
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The  Semiconductor  Industry: 
Madness?  Or  Method? 

"Madness,  absolute  madness, "  is  the  way  one  semiconductor  executive 
describes  what  has  been  going  on  in  his  industry  during  the  past  year. 
Actually,  there's  a  method  to  the  madness.  Or  at  least  therje  seems  to  be. 


In  the  old  story,  the  young  Parisian 
lady  listens  to  the  aristocrats  boasting 
of  their  valiant  deeds  during  the 
French  Revolution.  Then  she  turns  to 
the  elderly  bishop  and  asks,  "Father, 
what  did  you  do  in  the  Revolution?" 

"Mademoiselle,"  he  replies,  "I  sur- 
vived." 

So  it  is  in  the  semiconductor  in- 
dustry these  days.  For  most  of  U.S.  in- 
dustry, there  has  been  a  fairly  mild 
recession.  In  semiconductors  there  is 
carnage.  Under  the  circumstances, 
mere  survival  has  become  a  major 
concern.  Under  normal  conditions  in 
1968  and  1969  integrated  circuit 
prices  were  being  cut  by  about  30% 
a  year.  In  1970,  starting  in  late  spring, 
the  going  suddenly  got  much  rougher. 
Prices  of  the  fast-selling  TTL-type  in- 
tegrated circuits  (for  transistor-tran- 
sistor logic),  for  example,  were 
chopped  by  as  much  as  72%. 

As  red  ink  spread  across  the  indus- 
try. General  Telephone  &  Electronics' 
Sylvania  division  dropped  out  of  the 
semiconductor  business  altogether. 
Others,  like  RCA,  have  closed  down 
entire  plants.  Fairchild  Camera,  the 
third-largest  semiconductor  maker, 
was  in  serious  trouble  even  before  the 
bloodletting  began.  In  1970  it  suf- 
fered about  a  $20-million  loss  for  the 
year  on  10%  lower  sales  of  around 
$22.5  million.  National  Semiconductor, 
an  aggressive  outfit  taken  over  in  1967 
by  some  ex-Fairchilders  and  one  of 
the  heaviest  price-cutters,  had  its  high- 
ly touted  profits  all  but  disappear  by 
its  final  quarter  in  1970. 

No  Respecter 

Even  the  solid  Nos.  One  and  Two 
in  the  U.S.  market,  Texas  Instruments 
and  Motorola,  both  had  to  lay  off 
thousands  of  employees  last  year.  Mo- 
torola's semiconductor  earnings  are 
bviried  in  the  company's  overall  results 
(they  make  up  about  25%  of  total 
sales),  but  arc  known  to  have  dropped 
significantly  in  1970.  Dallas-based  TI, 
which  still  gets  about  one-third  of  its 
sales  from  semiconductors,  took  a  30% 
drop  in  earnings  during  the  final  six 
months  of  1970. 

Presumably  IBM,  whose  produc- 
tion of  semiconductors  ranks  close  be- 
hind TI's  and  Motorola's  but  is  mostly 
used  in  its  own  computers,  was  spared 
in  the  past  year's  price-cutting.  In 
fact,  as  a  large  outside  purchaser  of 
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semiconductors  as  well,  it  probably 
l>eiiefited  from  the  bloodletting.  It's 
impossible  to  tell  the  extent  of  the 
damage  to  other  important  semicon- 
ductor producers  like  RCA,  ITT, 
General  Electric,  Raytheon,  Signetics 
(QCc-ouned  by  Corning  Glass).  Their 
semiconductor  results,  like  Motorola's, 
are  concealed  within  overall  company 
figures.  ITT  sa\s  its  in  the  black  and 
so  is  one  medium-sized  independent. 
General  Instrument.  But  a  flock  of 
smaller  independents  were  deep  in 
the  red— Solitron  Devices,  by  SS.l  mil- 
lion for  the  nine  months  through  last 


Down,  Down.  This  1/lOinch 
integrated  circuit  (magnfied 
over  1 00  times,  at  the  right) 
holds  several  thousand  tran- 
sistors, diodes  and  capaci- 
tors. Thus,  electronic  equip- 
ment can  be  far  snialler 
and  much  more  sophisticated. 


November,  and  Sprague  Electric,  by 
$3.7  million  for  the  nine  months 
through  last  September. 

And  yet  most  of  the  survisors  re- 
main optimists,  with  visions  of  expand- 
ing markets  ahead.  After  all,  their 
increasingh  microscopic  products— in- 
tegrated circuits,  transistors,  capaci- 
tors, diodes  and  the  like— are  the  key 
building  blocks  of  the  electronics  age. 
All  the  more  so  with  the  development 
in  recent  years  of  integrated  circuits, 
in  which  thousands  of  vastly  minia- 
turized transistors  and  other  discrete 
components,  such  as  diodes  and  ca- 
pacitors, are  hooked  together  on  a  one- 
tenth-of-an-inch  silicon  chip.  In  the 
future,  integrated  circuits  will  contin- 
ue to  make  possible  an  expanding  ar- 
ray of  increasingh  sophisticated  elec- 
tronic equipment  that  otherwise  could 
not  be  made. 

"I  find  very  little  in  the  future  for 
this  business  that  looks  discouraging," 
says  TI  President  Mark  Shepherd.  To 
fortifv  his  boss'  case,  J.  Fred  Bucy, 
head  of  TI's  semiconductor  division, 
trots  out  some  impressive  projections. 
"Sales  in  the  electionics  industrv  oxer- 
all  should  rise  from  S24  billion  to  $80 


billion  by  1980,"  says  Bucy.  "Semi- 
conductors account  for  about  5.1%  of 
the  industry' *s  current  dollars,  about 
$1.2  billion.  If  we  merely  hold  that 
penetration  through  1980,  semicon- 
ductor sales  will  rise  to  around  $4 
billion.  If  we  increase  our  share  of 
the  electronics  dollar,  and  we  believe 
we  can,  total  semiconductor  sales 
could  reach  over  $7  billion." 

That's  quite  a  prediction— a  six- 
fold growth  for  semiconductor  sales 
in  nine  years.  It  depends,  of  course, 
on  overall  electronics  sales  reaching 
the  S80-billion  mark,  or  something 
close  to  it.  Is  it  attainable?  Perhaps 
not.  In  the  late  Fifties  and  early  Si.x- 
ties  electronics  sales  rose  by  more 
than  11%  a  year:  in  the  last  five  years, 
however,  the  growth  rate  has  slowed 
to  about  9%.  To  reach  $80  billion  by 
1980,  the  growth  rate  must  increase  to 
about  13%  a  year. 

Even  so,  a  figure  of  $60  billion,  and 
perhaps  $70  billion,  for  total  elec- 
tronics sales  in  1980,  seems  within 
reach.  Where's  the  growth  going  to 
come  from? 

Industry,  Not  Government 

Right  now  the  Government,  main- 
K  the  military  establishment,  is  the 
largest  electronics  customer,  at  about 
$11.5  billion  last  \ear.  Government 
sales,  however,  have  declined  slightly 
over  the  last  two  years;  it  will  prob- 
ably require  a  substantial  rekindling 
of  warfare,  cold  or  hot,  for  truK'  rapid 
growth  to  resume  in  this  area. 

The  consumer  electronics  market, 
now  about  $5.5  billion,  however, 
could  grow  quite  nicely  as  new  prod- 
ucts like  home  electronic  video  re- 
cording equipment  catch  on.  Televi- 
sion sets  could  become  smaller  and 
cheaper,  and  thus  faster  selliTig,  as 
semiconductors  replace  today's  vac- 
uvmi-type  T\'  tubes.  Semiconductor 
men  think  their  unfolding  technology 
can  also  open  up  new  markets  for 
electronic  camera  shutter  controls, 
robot  toys,  electnmically  guided  au- 
tomobiles and  even  electronic  wrist- 
watches.  They  talk,  too,  about  making 
computers  for  home  use  feasible. 

The  industrial  electronics  maiket, 
now  about  $8.3  billion,  will  have  to 
yield  the  bulk  of  the  growth,  how- 
ever. Half  of  that  market  now  is  com- 
puters. They  will  surely  become  more 
pervasive,  not  just  for  general  busi- 
ness data  processing,  but  even  more 
in  industrial  process  controls.  And  as 
they  become  more  sophisticated  they 
will  use  more  semiconductors.  So- 
called  MOS  integrated  circuits  (for 
metal  oxide  semiconductors),  which 
are  even  more  densely  compact  than 
today's  bipolar  ICs,  will  probably  take 
over  the  memory  portion  of  the  com- 
puter  market   from    the   ferrite   cores 


now  in  use.  As  larger  scale  integration 
of  semiconductors  packs  more  circui- 
try into  each  tiny  silicon  chip— a  pro- 
cess semiconductor  men  refer  to  as 
LSI— the  individual  building  blocks  in 
time  will  themselves  become  indepen- 
dent processors.  It  will  then  be  possi- 
ble to  custom-assemble  LSI  chips  into 
tiny  computers  to  serve  each  custom- 
er's special  needs.  Among  other  ben- 
efits: the  elimination  of  much  of  the 
costly  programming  required  for  to- 
day's computers,  a  prime  bottleneck 
now  in  expanding  computer  usage. 

"Semiconductors  are  the  keystone 
of  the  second  Industrial  Revolution," 
declares  Fairchild  President  C.  Les- 
ter Hogan.  "The  world  absolutely 
needs  us  if  the  next  big  jump  in  hu- 
man productivity  is  to  be  achieved. " 

Trading  Dollars 

But  if  semiconductors  are  so  hot, 
why  so  much  price-cutting?  Why  no 
profits?  Why,  with  physical  volume 
increasing  more  than  50?  in  the  past 
five  years,  has  dollar  volume  for  1970 
hardly  advanced  at  all  from  the  $1.1- 
billion  level  reached  in  1966?  It  would 
appear  that  the  semiconductor  indus- 
try has  been  running  faster  just  to 
stand  .still. 

The  main  pioblem  has  been  the 
changeover  from  transistors  and  other 
discrete  components  to  integrated  cir- 
cuits. Sales  of  ICs  have  risen  from 
$80  million  to  $527  million  since 
1965,  but  the  price  of  that  growth 
has  been  (juite  high. 

"Hardly  anyone  has  made  much 
money  on  integrated  circuits  so  far," 
declares  Stephen  Levy,  general  man- 
ager of  Motorola's  Phoenix-based 
Semiconductor  Products  division. 
Witness,  for  example,  TI's  decline  in 
profitabilit\  since  the  mid-Sixties. 
Then  it  enjoyed  retmns  of  well  over 
20%  on  its  stockholders'  erjuity.  Re- 
centlv  it  has  had  to  settle  for  11%  to 
13%,  and  in  1970  earned  less  than  10%. 

To  be  sure,  the  current  U.S.  reces- 
sion, and  especially  the  softness  of  the 
computer  market,  made  conditions  es- 
pecially bad  in  1970.  But  there  is 
more  to  it  than  simply  one  poor  year. 
What  has  been  happening  over  the 
last  several  years  is  that  semiconduc- 
tor companies  have  been  in  such  a 
hurry  to  establish  volume  and  market 
shares  in  integrated  circuitry  that 
they  have  been  selling  ICs  at  little  or 
no  profit,  and  at  the  expense  of  more 
profitable  transistor  and  discrete  com- 
ponent business.  By  1965  transistor 
volume  had  grown  large  enough,  and 
production  yields  had  been  worked 
low  enough,  to  permit  fairK'  generous 
profits.  But  then  integrated  circuits 
began  to  replace  what  otherwise 
might  have  been  continued  rapid 
growth   in    transistor   sales,    and   with 
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the  price-cutting  necessary  to  gener- 
ate that  growth,  overall  profit  margins 
were  narrowed.  In  1970  they  disap- 
peared altogether  for  some  companies. 
Why  this  suicidal  urge  to  give  up 
profitable  business  for  less  profitable? 
Why  this  apparent  preference  for  vol- 
ume rather  than  profits?  Semiconduc- 
tor men  explain  that  there  is  a  method 


behind  this  seeming  madness.  They 
are  simply  doing  what  a  lot  of  other 
businessmen  do— i.e.,  sacrifice  current 
earnings  to  grab  a  piece  of  a  growth 
market  they  fully  expect  will  yield 
very  large  profits  later  on. 

The  trouble  is,  this  strategy  has  be- 
come exaggerated  in  semiconductors. 
That's  because  of  the  unique  nature 
of  the  semiconductor  production  pro- 
cess and  the  gambling  on  prices  it  in- 
spires. Semiconductors  are  tricky  to 
make  because  of  the  extreme  minia- 
turization and  the  molecular  complex- 
ities of  the  basic  semiconductor  ma- 
terial, silicon  crystals.  Even  a  minor 
defect  can  make  one  useless.  Thus, 
the  scrappage  rate  is  high,  sometimes 
higher  than  90%  on  new  types:  An  in- 
tegrated circuit  magnified  to  the  size 
of  Manhattan  Island  would  have  to  be 
discarded  if  it  had  a  single  defect  no 
larger  than  a  one-foot  chuck  hole  in  a 
city  street.  But  with  production-line 
experience  and  subsequent  process 
improvements,  production  yields  can 
climb  fast.  A  yield  increa.se  from  10% 
to  20%  halves  the  cost  of  the  silicon 
wafer  used  in  making  a  circuit;  an  in- 
crease to  40%— still  intolerably  low  by 
the  standards  of  any  other  industry 
but  high  in  the  semiccmductor  mdus- 
try— would  halve  the  cost  again. 

Under  these  circumstances,  then-  is 
a  great  temptation  to  jump  the  gun  - 
that  is,  to  cut  prices  in  anticipation  of 
production  inipiovements  that  are 
coming  but  have  not  yet  arrived. 


Pricing  ahead  like  this  is  a  risky 
business,  and  last  year  most  of  the 
risks  went  bad.  The  three  major  semi- 
conductor markets— computers,  de- 
fense and  exports— all  turned  soft  at 
once.  Here  were  the  semiconductor 
manufacturers  stepping  up  produc- 
tion to  meet  an  anticipated  gain  in 
demand,  and  what  they  got  instead 
was  a  downturn.  Inventories  rapidly 
mounted,  and  no  one  wants  to  hold 
inventories  in  a  business  where  tech- 
nological obsolescence  is  rapid  and 
prices  are  falling.  The  inventories 
were  dumped.  The  result  was  a  prof- 
itless, year  in  an  industry  that  has  nor- 
mally enjoyed  a  widespread  reputa- 
tion for  rapid  growth. 

Will  the  price-cutting  ever  stop?  J. 
Fred  Bucy  is  an  optimist.  But  even  he 
says:    "Long   range   I'm    an   optimist. 


Calculating.  The  Japanese  aren't  big  in 
ffie  U.S.  semiconc/uctor  market.  Instead, 
they  are  buying  them  from  U.S.  outfits  like 
Tl  and  Fairchild  to  build  tiny,  low-priced 
electronic  calculators  to  replace  bulky 
older  ones.  Result:  They  are  probably 
making  more  money  on  semiconductors 
than  the  semiconductor  manufacturers  are. 


but  we're  still  in  for  another  bad  year 
or  two."  The  pessimists,  however, 
would  question  even  Bucy's  long  run. 
They  expect  the  1970-kind  of  price- 
cutting  to  go  on  for  a  long  time.  "As 
we  saw  during  the  past  year,  this  is 
an  industry  with  distinct  suicidal  ten- 
dencies because  of  the  way  they  con- 
tinually gamble  on  their  yield  curves 
to  generate  volume  and  market 
share,"  says  one  ex-Fairchilder  who 
still  follows  the  industry  closely. 

"Lean  &  Mean" 

It's  likely  to  continue  that  way, 
too,  as  the  unfolding  of  semiconductor 
technology  produces  a  stream  of  new 
product  types  and  new  companies  ea- 
ger to  chase  after  them.  For  example, 
in  spite  of  recent  dropouts,  more  than 
a  dozen  new  companies  have  start- 
ed up  in  the  last  few  years  specifically 
to  exploit  the  new  MOS  technology 
that  promises  to  take  over  the  com- 
puter memory  market.  Hungry  is  the 
only  way  to  describe  these  little  com- 
panies. Already  one  of  them,  Ameri- 
can Micro-Systems,  has  the  early  lead 
in  MOS  sales,  and  others  Hke  Signet- 
ics,  North  American  Rockwell  Micro- 
electronics, Electronic  Arrays,  Intel 
and  Mostek  are  not  far  behind.  Need- 
less to  say,  TI  and  Motorola,  who  pre- 
sumably can  better  withstand  price- 
cutting,  will  be  in  there  slugging,  too. 

One  hungry  young  man  who  has 
drawn  a  bt\id  on  the  MOS  market  is 
43-year-old  Charles  Sporck,  who  ran 


Fairchild's  semiconductor  operations 
before  taking  over  as  president  of  fal- 
tering National  Semiconductor  in  1967. 
Sporck  likes  to  operate  in  a  fashion 
he  describes  as  "lean  and  mean."  His 
grey  cement  headquarters  building  in 
Santa  Clara,  Calif,  is  completely  with- 
out trimmings,  not  even  a  name  on 
the  front.  He  himself  operates  out  of 


a  cramped,  undecorated  10-foot  by 
10-foot  office. 

"I  don't  buy  this  noise  about  us  be- 
ing the  villain  in  TTL  prices,"  Sporck 
says.  "But  be  it  TTL  or  MOS,  I'll  do 
what  I  have  to  do  to  get  my  share  of 
the  business."  In  short,  it  promises  to 
be  business  as  usual  as  semiconductor 
men  move  into  MOS  circuits.  Also 
as  they  move  into  other  promising 
new  types  of  semiconductors,  such  as 
the  high-speed  ECL  (for  emitter-cou- 
pled logic)  circuits.  That  is,  more 
grabbing  after  low-profit  MOS  and 
ECL  dollars  at  the  loss  of  high-profit 
sales  of  older  semiconductor  items. 
"MOS,"  warns  TI's  Shepherd,  "is  in 
for  a  good  wringing  out." 

Should  there  be  another  recession 
i^etween  now  and  1980,  the  semicon- 
ductor companies,  with  MOS  and  other 
prices  cut  close  to  the  bone,  would  be 
ripe  for  another  1970-style  bloodlet- 
ting. "I  certainly  can't  sit  here  and  tell 
you  it  isn't  going  to  happen  all  over 
again  in  MOS  and  ECL,"  says  Mo- 
torola's Steve  Levy.  "Certainly  nothing 
is  apt  to  change  in  the  way  the  indus- 
try operates." 

What,  then,  are  the  alternatives  for 
a  semiconductor  company  that  wants 
to  reduce  this  ever-present  vulnerabil- 
ity? One  is  to  enter  the  main  end-use 
markets  for  semiconductors  by  manu- 
facturing computers  or  radars  or  in- 
dustrial process  control  systems.  Last 
year  Texas  Instruments,  which  has 
built  computers  on  a  limited  scale  for 
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For  71  Monte  Carlo 
remains  much  the  way 
it  was. 

Because  most  people 
liked  it  the  way  it  was. 

A  lot  of  research  told  us 
that.  (Along  with  a  lot  of 
sales,  thank  you.)  So,  no 
big  change.  Rather, 
some  small,  but  nice, 
improvements. 

We  replaced  last  year's 
grille  with  one  having  an 
even  more  classic  grid 
pattern. 


We  widened  the 
distance  between  the 
Power-Beam  headlights, 
so  the  car  assumes  a 
slightly  lower  stance. 
We  added  a  raised  hood 
ornament. 

Inside,  we  took  last 
year's  control  knobs  and 
wrapped  them  in  soft 
black  vinyl.  They  look 
better.  They  feel  better. 
But  like  we  said,  most 
people  liked  our  Monte 
Carlo  the  way  it  was.  So 
it  still  has  steel  guard 
beams  built  into  the  doors 


and  a  steel  bulkhead  in 
the  trunk.  Still  has  power 
disc  front  brakes.  And — 
what  people  like  best  of  all 
—it  still  has  a  Chevrolet 
price. 

Actually,  Monte  Carlo 
hasn't  changed  one  bit 
from  what  you  wanted  it 
to  be.  A  personal  luxury 
car  priced  hundreds 
of  dollars  less  than  other 
personal  luxury  cars. 

A  whole  new  field  of  one. 


197L  YouVe  changed.  Wc?ve  changed. 


Monte  Carlo 


These  are  one  desk, 


THE  SECRETARIES'    DESKS.    IN   ENAMELED   METAL. 


The  Davis  Allen  Desk. 

The  Davis  Allen  Desk  doesn't  look  like  other  desks  you  can  buy.  In  fact,  one  Davis  Allen  Desk 
doesn't  even  look  like  another.  You  could  furnish  a  whole  office  with  the  one  desk,  and  by 
changing  colors,  and  woods,  and  tops,  and  accessories  never  get  monotonous.  Yet  be- 
cause the  desks  are  structurally  the  same,  regardless  of  size,  you'd  keep  the  same  character 
and  design  integrity  from  one  part  of  the  office  to  another.  The  Davis  Allen  Desk  also  takes 
account  of  electricity.  Wires  from  telephones  and  typewriters  don't  run  across  the  desk  to  ma( 
the  appearance.  They  run  into  the  desk  itself.  The  end  panels  of  the  desk  are  easily  removed 
without  tools  and  provide  access  to  outlets  in  the  desk  as  well  as  on  the  floor.  As  you  can 
see,  the  Davis  Allen  Desk  is  virtually  custom  made.  You  could  say  it's  the  first  custom-made 
desk  made  on  the  production  line.  The  Davis  Allen  Desk.  Part  of  a  collection  by  The 
General  Fireproofing  Company,  Youngstown,  Ohio  44501.  GF  Business  Equipment. 


years,  announced  that  it  is  entering 
the  computer  market  on  a  full-scale 
basis.  It  is  not  taking  on  IBM  and  the 
others  in  the  big  general-purpose 
computer  market,  but  rather  will  make 
very  large  scientific  computers  and 
very  small  minicomputers  for  process 
controls.  Fairchild's  Hogan  muses 
about  building  electronic  calculators 
instead  of  merely  supplying  the  MOS 
circuits  for  them.  "We  make  ever\- 
thing  but  the  buttons  and  the  bo.K 
now,"  lie  reasons.  "Why  not  get  the 
higher  price  for  the  end  product?" 
"It  is  very  interesting  that  the  Japa- 
nese are  not  big  in  exporting  semi- 
conductors," adds  TI's  Shcplierd. 
"That's  because  they're  more  inter- 
ested in  products  with  \alue  added 
than  in  commodities." 

Not  everyone,  however,  has  the  fi- 
nancial and  technical  resources  to  pro- 
tect themselves  via  this  kind  of  "down- 
stream     integration."      Others,      like 
Motorola,   express  vague  fears   about 
competing   with    their   own    semicon- 
ductor   customers.    "Hogwash!"    sa\s 
Shepherd.  "We  expect  to  keep  on  sell- 
ing plenty  of  semiconductors  to  IBM." 
Another  wa\'  a  semiconductor  com- 
pany  can   reduce   its   vulnerabilit\    is 
'  simpK-   to   stay   away   from    the   most 
hotly  contested  markets.   It  can  con- 
centrate  instead   on    the   older    prod- 
ucts where  the  volume  is  still   fairl\- 
large   and  the   price-cutting   is   much 
less  vicious.  That,   in  effect,   is  what 
many  of  the  large  electronics  compa- 
nies with  semiconductor  sidelines  have 
done.  General  Electric  and  RCA,  for 
example,  were  the  leaders  in  vacuum 
tubes  in  the  early  Fifties.  But  in  tran- 
sistors, and  now  in  integrated  circuits. 
they  have  become  also-rans.  Whether 
they    did    so    deliberately    or    simpK 
missed  the  boat,   the  effect  today  is 
the  same.  "GE  and  RCA  are  making 
a  mint  on  vacuum  tubes,"  says  Mo- 
torola's Levy,  "but  at  the  same  time 


Smo//er  Mousetraps.  Hov^  do  you 
generate  rapid  sales  growth?  One 
way  is  to  use  your  own  technology  to 
help  your  customers  force  open  big 
new  markets.  As,  for  example,  semi- 
conductor makers  have  done  for 
their  computer  customers.  The  first 
generation  of  vacuum-tube  compu- 
ters of  the  1950s  were  gigantic 
space-eaters;  the  Honeywell  Data- 
matic  1000  system  (top  photo)  in- 
cluded 40  tons  of  equipment.  Along 
came  the  semiconductor  makers 
with  transistors,  and  by  the  early 
1960s  computer  companies  were 
able  to  expand  their  market  with  a 
second  generation  of  far  smaller 
but  more  powerful  machines,  like 
Honeywell's  Model  400  (above).  By 
the  late  1 960s  Honeywell  and  its 
competitors,  thanks  to  the  semicon- 
ductor companies'  development  of 
integrated  circuits,  came  out  with 
even  smaller  third-generation  mod- 
els, such  as  Honeywell's  1 1 5-pound 
Model     316     minicomputer     (right). 
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they  have  sacrificed  their  chances  for 
truly  rapid  growth  by  being  leaders 
in  the  emerging  semiconductor  mar- 
kets." Perliaps,  but  they  have  also 
saved  themselves  a  lot  of  exposure  to 
horrendous  losses. 

"Pulling  b.ick  is  unthinkable  for 
most  sem  conductor  companies,"  says 
one  of  the  eight  original  founders  of 
Fairchild's  semiconductor  operations 
(all  long  since  departed).  "For  them 
it's  always  full  speed  ahead."  Adds 
Levy:  "Look,  we've  made  our  way  to 
the  top  so  that  worldwide  we  now 
sell  more  semiconductors  than  TL  And 
we've  shown  t.at  over  the  long  pull 
we  can  make  money  doing  it.  Why 
the  hell  should  we  step  aside  and  let 
other  OLufits  be  top  dog  in  the  new 
grovvih  markets?  Let  somebody  else 
give  ground."  Which,  of  course,  is 
exacdy  the  position  his  competitors 
take. 

Staying  on  top  of  the  swiftly  de- 
veloping technology  and  being  in  all 
the  new  markets  is  no  sure-fire  for- 
mula for  success,  however.  Witness 
the  decline  of  Fairchild,  which  was 
long  considered  to  be  the  hands-down 
leader  in  semiconductor  technology. 
Its  expertise  enabled  the  Mountain 
View,  Calif. -based  company  to  come 
from  a  standing  start  in  the  late  Fif- 
ties to  become  No.  Three  in  transis- 
tors, behind  only  TI,  which  had  a 
head  start,  and  Motorola,  which  had 
far  greater  financial  resources  at  its 
command.  It  also  enabled  Fairchild 
to  take  the  early  lead  in  integrated 
circuits  in  the  mid-Sixties,  with  its 
early  model  DTL  (for  diode-transis- 
tor logic)  circuits. 

Not  Enough 

The  trouble  was,  Fairchild  did  not 
have  the  production  and  marketing 
talent  to  match.  At  one  stage,  its  mar- 
keting men   were  introducing  a  new 


variety  of  IC  every  week,  but  its  pro- 
duction yields  were  disastrously  low 
and  showed  very  little  improvement. 
By  1967  its  sales  and  profits  turned 
sharply  downward.  By  contrast.  Mo- 
torola, which  has  frequently  copied 
others'  technology,  but  has  always 
demonstrated  superior  ability  to  con- 
trol production  yields,  was  able  to 
draw  even  with  Fairchild  in  DTL 
circuits.  Strongly  managed  Texas  In- 
struments was  caught  napping  in  in- 
tegrated circuits  while  it  churned  out 
transistors  for  the  Minuteman  missile 
program  in  the  early  and  mid-Sixties, 
but  by  late  1968  TI  was  able  to  leap- 
frog both  Fairchild  and  Motorola  into 
the  more  advanced  TTL  integrated 
circuits  and  grab  the  market  leader- 
ship for  itself. 

In  desperation,  Fairchild's  Sherman 
Fairchild  in  1968  hired  away  Les- 
ter Hogan,  the  man  responsible  for 
Motorola's  brilliant  growth  in  semi- 
conductors, and  six  other  top  Motoro- 
la executives  by  offering  them  a  mul- 
timillion  compensation  deal.  Where- 
upon dozens  of  discouraged  Fairchild 
middle  managers  left,  either  to  work 
for  other  companies  or  start  their  own. 
Many  of  the  new  MOS  companies 
clustered  along  the  peninsula  below 
San  Francisco  are  Fairchild  offshoots. 

"Right  now  I'm  playing  the  zero 
cash-flow  game,"  says  Hogan,  mean- 
ing that  he  is  pouring  out  the  cash  as 
fast  as  it  comes  in  but  no  faster.  "I'm 
spending  money  where  I  have  to  keep 
our  hand  in,  but  not  spending  so 
much  that  our  cash  flow  dips  over 
into  the  minus  side.  We're  going  to 
make  it  and  we're  going  to  make  it 
without  having  to  merge  with  some 
other  company." 

Most  semiconductor  men  prefer  to 
view  Fairchild  as  a  special  case.  It 
couldn't  happen  to  them.  They  are 
going  to  make  it  big  and  across  the 


board.  Are  the\',  though?  It  seems 
likely  to  assume  that  there  will  be 
more  dropouts,  especially  among  the 
tiny  new  companies.  And  more  new  en- 
tries, too.  And  more  red  ink.  And,  for 
those  like  TI  that  chose  to  go  more 
toward  end  products,  there  will  be  a 
huge  new  element  of  risk. 

Next  Phase? 

In  computers,  too,  there  was  a  long 
•  period,  more  than  a  decade,  of  red 
ink  as  company  after  company 
dropped  out.  Today,  in  computers 
there  is  one  hugely  profitable  com- 
pany, IBM,  and  a  few  marginally 
profitable  ones.  For  IBM,  the  payoff 
was  immense.  For  the  others,  peanuts. 

hut  the  semiconductor  business  is 
dillerent  from  any  other.  It  is  unlike- 
ly to  produce  another  IBM.  The 
speed  of  the  technological  change  and 
the  low  entry  cost  will  always  make 
the  grip  of  the  market  leaders  an  un- 
easy one.  And  the  temptation  to  gam- 
ble on  production  yields  and  prices 
will  always  make  profits  elusive  for 
even  the  strongest  competitors. 

The  traditional  sequence  a  new  in- 
dustry follows— and  after  just  two  dec- 
ades, semiconductors  still  has  the  ear- 
marks of  an  emerging  new  industry- 
is  this:  1)  a  rough  beginning  and 
plenty  of  red  ink;  2)  a  gradual 
shakeout,  with  a  few  companies 
emerging  on  top;  3)  an  immensely 
profitable  period  as  the  survivors  di- 
vide a  prosperous  and  fast-growing 
business;  4)  maturity  and  merely  av- 
erage profits. 

The  semiconductor  companies  have 
never  made  it  beyond  Phase  Two. 
R  gilt  now  they  are  going  through 
their  third— and  worst— shakeout  pe- 
riod since  1960.  Could  it  be  that  these 
companies  will  go  directly  on  to  Phase 
Four  without  the  big  payoff  period 
in  the  middle?  ■ 


Skmkjonuuctors  are  a  pioneering 
business  on  the  frontiers  of  tech- 
nology, and  there's  a  good  deal  of 
the  shoot-'em-up  Wild  West  about 
it.  Pirating  of  personnel,  copying 
of  products,  stealing  of  customers 
are  all  done  with  gusto  and  rarely 
with  a  by-your-leave.  When  Les- 
ter Hogan,  president  of  Fairchild 
Camera,  was  at  Motorola,  he  lured 
18  engineers  away  from  General 
Electric,  badly  hurting  GE's  semi- 
conductor operation.  Hogan  him- 
self was  lured  to  Fairchild  a  few 
years  later  and  look  six  top  execu- 
tives with  him;  Motorola  sued  for 
an  unspecified  amount,  and  tlie  suit 
is  .still  pending.  Similar  suits  over 
executive  piracy  and  alk-g''   'heft 


-H/gh  Noon? 


of  trade  secrets  abound.  And  last 
month  a  bitter  internal  feud  at 
Teledyne  spilled  out  into  the  pages 
of  Electronic  News,  the  widely 
read  trade  journal. 

The  civil  war  erupted  out  of  Tel- 
edyne's  attempts  to  consolidate  two 
semiconductor  companies  it  had 
acquired,  Amelco  Semiconductor 
and  Continental  Devices.  With  the 
Continental  forces  apparently  gain- 
ing the  upper  hand,  an  Amelco 
group,  biUing  themselves  as  "con- 
cerned and  loyal  employees,"  sent 
an  open  letter  to  Teledyne's  top 
management.  In  it  they  accused 
Continental  of  "milking  profits  out 
I'f  Amelco,  terminating  top  man- 
agement   Amelco    emploxees    who 


questioned  unethical  activities  in- 
dulged in  by  Continental  Devices, 
promoting  only  Continental  De- 
vices personnel  to  vice  president, 
appropriating  Amelco  products  and 
processes  without  compensation, 
and  forcibly  transferring  more  than 
ten  Continental  Devices  personnel 
onto  Amelco's  payroll."  They  de- 
manded that  the  consolidated  semi- 
conductor operations  be  turned 
over  to  a  neutral  third  party. 
The  predictable  response  from  Tel- 
edyne's headquarters  was,  "No 
comment." 

A  messy  bit  of  business,  but 
what  can  you  expect  from  a  pio- 
neering business  that  is  in  its  Wild 
West  stage? 
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What  theCas  industry's 

doing  to  iieep  garbage 

from  burying  us. 


America  is  now  producing  385,000  tons  of 
trash  and  garbage  e\er\'  single  da\'.  .Vid  by  the  \'eai" 
2000  the  figure  will  be  more  like  a  million  tons. 

Unless  \\c  do  something  now,  the  problem 
could  easily  become  as  serious  as  air  and  water 
pollution.  That's  vvh\'  the  Gas  industn'  is  cooperating 
with  Torrax  S\stems,  Inc.  and  the  go\emment  in  a 
newly  de\eloped  incineration  process  that  turns 
mountains  of  garbage  into  a  molehill  of  harmless 
residue. 

A  75-ton-a-day  pilot  plant  is  already  under 
construction  in  Erie  G)unt\',  Nev\'  York. 

B\-  using  natural  gas  at  extremeK'  high 
temperamres,  it  will  incinerate  virtualK'  everything. 


In  fact,  the  refuse  is  expected  to  undergo  a  95% 
reduction  in  volume. 

And  any  particulate  matter  that  remains  will 
be  filtered  out.  So  the  surrounding  air  will  be  left 
pollution-free. 

Soon,  our  cities  will  have  a  clean  and  efficient 
way  to  get  rid  of  garbage.  With  units  that  can  handle 
hundreds  of  tons  a  day.  Maybe  even  more. 

The  Department  of  Health,  Education  and 
Welfare,  Torrax,  and  the  Gas  industry  hold  great  hopes 
for  this  program.  Because  by  planning  now,  we  can  keep 
the  waste  disposal  problem  from  getting  out  of  hand. 

And  burying  us. 


h 


AMERICAN  GAS  ASSOCIATION,  INC. 


Natural  Gas.  It's  pure  energy. 


The  Great  Auto  Race 

England's  Lesney  Products  was  far  in  the  lead— 
with  few  competitors.  Then  Mattel  entered  the  race. 


Yes,  there's  a  war  raging  now  in  De- 
troit over  the  market  for  compact 
cars,  with  billions  of  dollars  at  stake. 
So  what  else  is  new?  Only  this:  An- 
other war  is  going  on  for  a  chunk  of 
the  auto  market.  Unlike  that  noisy 
affray  in  Detroit,  it  hasn't  made  the 
headlines,  but  it's  no  less  ferocious. 
True,  only  a  couple  of  hundred  mil- 
lion dollars  are  involved,  but  even  in 
this  day  of  inflation,  some  companies 
think  that  a  few  millions  are  worth 
fighting  over. 

This  conflict— don't  laugh— is  in  the 
market  for  toy  cars,  replicas  of  real 
cars  and  dream  cars  no  bigger  than  a 
box  of  kitchen  matches.  It's  an  in- 
ternational market,  since  the  craze  for 
racing  toy  cars  has  become  world- 
wide. The  main  contestants  are  Mat- 
tel, Inc.  and  Topper  Corp.  in  the  U.S. 
and  Lesney  Products  Ltd.  in  the 
United  Kingdom. 

Lesney  started  the  craze  back  in 
1947,  when  it  began  turning  out  min- 
iature Cadillacs,  Rolls-Royces,  Fer- 
raris and  even  Volkswagens.  Children 
loved  to  play  with  them,  and  collec- 
tors prized  them  for  their  fine  detail. 
Making  miniature  cars  was  a  natural 
outgrowth  of  Lesney's  original  busi- 
ness, making  die  castings  for  big  cars. 
The  founders,  Leslie  Smith  and  Jack 
Odell,  began  making  die-cast  models 
of  automobiles  to  keep  busy  when 
orders  from  the  auto  industry  fell  oflF. 
They  started  production  with  $1,500 
capital  in  a  derelict  London  pub,  and 
chose  the  inspired  brand  name  Match- 
box. The  cars  caught  on  instantly. 
Soon  Lesney  was  turning  out  5  mil- 
lion of  them  a  week.  A  collectors'  fan 
club  sprang  up  in  the  U.S.  Matchbox 
cars  were,  in  the  words  of  one  en- 
vious U.S.  toymaker,  "the  hottest 
property  in  the  industiy." 

"We  just  couldn't  satisfy  the  world 
market,"  recalls  a  nostalgic  Smith. 
"We  were  growing  at  45%  a  year.  It 
got  so  that  if  we  had  seven  factories, 
the  next  year  we  needed  ten."  The 
profits  were  similarly  fantastic,  nearly 
70%  on  assets  before  taxes.  In  1969 
Lesney  led  the  London  Times  list  of 
the  most  profitable  companies  in  the 
U.K.,  with  earnings  of  $6.7  million  on 
r'  cord  sales  of  $46.3  million. 

A  Visit  from  fhe  Queen 

These  results  deUghted  not  (>,,!> 
the  shareholders  (Lesney  went  pul)lic 
in  1960,  and  in  the  following  ten 
years  profits  multiplied  20  times  or 
more)  but  also  (he  government,  for 
Lesney  was  a  leading  foreign  currency 


Volume's  The  Thing.  The  day 
of  limifed-producfion,  hand- 
mode  toys  is  post.  Today's 
toy  business  is  a  big-volume 
affair  with  potentially  big 
profits  to  match.  But  to  reap 
those  profits  requires  auto- 
mated production  lines  and 
increasingly  large  expendi- 
tures   on    TV    advertisements. 


earner.  It  was  selling  to  130  coun- 
tries, exporting  no  less  than  80%  of  its 
output.  The  company  won  prestigious 
export  awards  year  after  year.  The 
Queen  herself  dropped  in  to  see  Smith 
and  Odell. 

'  •  Another  British  company.  Corgi, 
was  also  successful  in  toy  cars  with 
models  slightly  larger  than  Lesney's. 
But  Lesney  dominated  the  field,  with 
the  U.S.  far  and  away  its  best  market. 
At  the  height  of  their  popularity,  no 
less  than  100  million  Matchbox  cars, 
40%  of  production,  were  being  sold 
here  at  55  cents  each.  And  because 
the  Matchbox  cars  fetched  a  higher 
price  in  the  affluent  U.S.  than  else- 
where, the  U.S.  provided  an  even 
larger  share  of  Lesney's  profits.  Les- 
ney had  seemingly  achieved  perfec- 
tion in  the  otherwise  hectic  toy  busi- 
ness: It  had  virtually  no  competition 
in  miniature  cars,  and  so  it  spent  next 
to  nothing  on  promotion. 

But  wait.  In  fiscal  1970  Lesney's 
sales  fell  off  as  abruptly  as  they  had 
grown.  Unsold  stocks  lined  the  retail- 
ers' shelves,  and  Lesney's  profits 
slumped  47%.  In  the  first  half  of  this 
fiscal  year,  the  U.K.'s  most  profitable 
company  went  into  the  red.  What  had 
been  a  glamour  stock  at  nearly  $15 
hit  a  low  of  under  $1. 

Asleep  at  the  Wheel 

What  happened  was  that  Los  An- 
geles-based Mattel,  the  largest  U.S. 
toymaker  ($289  million  sales  in 
1969)  and  far  larger  than  Lesney,  had 
entered  the  die-cast  toy  car  business 
in  late  1968.  Mattel  didn't  meet  Les- 
ney head-on.  Instead  of  building  cars 
to  be  collected,  Mattel  sold  the  kids  a 
car  for  racing  on  plastic  tracks  and 
named  it  Hot  Wheels.  With  low-fric- 
tion axles  for  higher  speeds,  Hot 
Wheels  were  faster  than  the  Match- 
box cars.  Thus,  though  they  weren't 
identical  to  the  Matchbox  cars,  they 
were  competitive. 

In  fact,  very  toughly  competitive, 
for  Mattel  knew  all  about  promotion 
and  spent  the  kind  of  money  on  TV 
advertising  that  Lesney  would  never 
have  dreamed  of.  Lesney,  lulled  by 
two  decades  of  success,  was  unpre- 
pared for  either  racing  or  heavy  ad- 
\'ertising.  Unsurprisingly,  young  boys 
quickly  switched  their  allegiance  from 
Matchbox  to  Hot  Wheels. 

So  Lesney  had  to  stop  its  assembly 
lines  and  retool  in  double-quick  time 
to  produce  its  own  low-friction  model, 
called  Superfast.  "We  had  tremendous 
investment     in     pre-Superfast     cars," 
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an  Francisco     by  W///y  Mucha.  Chevalier  de  L  'Ordre  des  Arts  et  Lettres 


San  Francisco...  jewel  of  the  West. 
Gateway  to  the  Pacific.  Grandeur  built  on  a  proud  heritage.  A  Phelps  Dodge  city 
where  it's  all  happening. 


Look  closely,  all  round  the  Bay,  you'll  find  Phelps  Dodge 
everywhere.  Our  copper  pipe  and  tubing  transporting  gas 
and  water. .  .our  coaxial  cable  carrying  radio  and  TV  signals 
...our  copper-nickel  condenser  tubes  helping  to  generate 
steam  at  local  power  plants... our  high-voltage  cables  dis- 
tributing electricity  downtown  and  to  outlying  towns.  Tele- 
phone wire  and  cable,  communications  antennas,  magnet 


wire,  bronze  valves  and  fittings,  copper  mill  products . . . 
wherever  you  look,  you'll  find  Phelps  Dodge  products 
at  work. 

While  you  can't  always  see  us,  our 
experience  and  imagination  Mwht^EtWV 

are  at  work  everywhere  "S       S^ 

across  the  land. 
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BUICK  MOTOR  DIVISrON 


dive  you  better  reasons 
to  buy  a  new  car 
than  anybody  els( 
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Our  better  reasons  are  all  in  this  1971 
Buick  LeSabre.  They're  things  you  can 
believe  In: 

MaxTrac. 

Helps  stop  fishtalimg  before  it  starts.   . 
An  on-board  computer  detects  rear    ] 
wheel  spin  and  controls  the  power  fed 
to  the  rear  wheels.  An  exclusive  Buick 
feature  you  can  order.  ., 


performance.  And  Buick's  exclusive 
nickel-plated  engine  exhaust  valves 
lengthen  valve  life.  ^^i^a 


lOJ^HK 


Our  dealers. 

,«  One  of  the  reasons  people  are  loyal  to 

^^,  Buick:  the  dealers  are  loyal  to  them. 

The  1 971  LeSabre  is  wafting  for  you  to 
test-drive  now. 


AccuDrhre. ' 

A  directional  stability  system  with  a  new 
forward  steering  feature  that  gives  you 
improved,  smoother  handling,  especially 
on  windswept,  bumpy  roads.  An  exclu- 
sive Buick  feature  on  every  LeSabre. 

Clean  engines  that  lAso  perform. 
The  new  LeSabre  engine  is  designed  to 
run  efficiently  on  no-lead  or  low-lead 
gas  with  lower  exhaust  pollutants.  But 
without  sacrificing  smoothness  or 
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moans  Smith,  'and  we  had  to  throw 
out  tens  of  thousands  worth  of  equip- 
ment and  produce  new,  special-pur- 
pose machines." 

Even  so,  the  mid-1969  debut  of  Su- 
perfast  was  too  late.  Mattel  was  well 
entrenched  with  its  Hot  Wheels.  An- 
other U.S.  toyinaker,  smallish  Topper 
Corp.  of  Elizabeth,  N.J.,  followed 
with  Johnny  Lightning  cars.  In  early 
1970  Mattel  countered  with  Sizzler,  a 
battery-powered  Hot  Wheels  version. 

Both  Mattel  and  Topper  went  all 
out  in  their  promotion  campaigns. 
Mattel  sponsored  two  big-name  drag 
racing  drivers,  Don  (The  Snake)  Prud- 
homme  and  Tom  (The  Mongoose) 
McEwen.  Topper  signed  up  Al  Unser, 
the  winner  of  last  year's  Indianapolis 
500.  So  fierce  was  the  promotional 
battle  between  Mattel  and  Topper, 
that  the  Federal  Trade  Commission 
ordered  both  to  drop  TV  ads  it  said 
"exaggerate  and  falsely  represent"  the 
toy  cars. 

Obviously,  little  Lesney  was  hope- 
lessly outgunned.  Of  the  estimated 
$130  million  in  toy  racing  car  sales  for 
1970,  Mattel  took  nearly  two-thirds. 
Topper  about  one-third.  Lesney  got 
almost  nothing,  and  what  little  it  did 
get  consisted  of  sales  to  collectors,  a 
small  though  stable  market. 

Lesney  wasn't  able  to  get  even  any 
spillover  business  that  Mattel  and 
Topper  couldn't  handle,  for  in  late 
summer  the  racing  car  boom  slowed- 
down.  Sales  climbed,  but  not  as  fast 
as  projected.  At  first  dealers  reduced 
their  orders;  then  they  stopped  buying 
and  sharply  cut  prices.  Mattel,  with 
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Once  it  was  elecfric  trains  and  still-life 
toy  cars.  Later  it  was  slot  racing  cars. 
Now  it's  another  generation  of  smaller 
racing  cars  like  Mattel's  Sizzlers  (right). 
Small  boys  will  always  be  interested  in 
toy  vehicles,  but  the  manufacturer  that  |^ 
fails  to  guess  which  ones  and  when 
can  wind  up  with  the  kind  of  expen- 
sive inventory  disposal  problem  Lesney 
has    had    with    its    Matchbox    cars    (left). 

strong  promotion  and  a  broad  product 
line,  suffered  least:  Its  1970  sales  were 
less  than  expected  but  still  a  record, 
well  over  S300  million  (of  which  per- 
haps 25%  was  Hot  Wheels  and  Siz- 
zler) ;  earnings,  too,  were  at  an  all- 
time  high,  though  its  Hot  Wheels 
profits  have  suffered  as  volume  has 
lagged.  But  Topper  fared  poorly  and 
Lesney  went  into  the  red. 

Out  of  this  debacle,  Lesney  was  at 
least  able  to  salvage  new  markets  in 
other  countries.  The  cars  of  Mattel 
and  Topper  were  relatively  expensive 
(79  cents  to  $1.19  vs.  69  cents  for 
Lesney 's  cars),  though  that  didn't  mat- 
ter much  in  the  U.S.  Not  so  in  other 
countries,  where,  says  Smith,  "a  pen- 
ny is  a  penny."  But  now  the  States 
take  only  10%  of  Lesney's  production, 
not  40%.' 

Retail  Is  Wholesale 

Ironically,  Lesney  is  having  a  hard 
time  maintaining  even  the  69-cent 
price  in  the  U.S.  Reason:  Whole- 
salers can  buy  the  cars  in  Britain, 
where  they  retail  for  32  cents,  ship 
them  over  themselves  and  make  mon- 
ey selling  well  below  the  U.S.  price. 
"There's  a  lot  of  price-cutting,"  re- 
ports Smith.  In  fact,  you  can  usually 
buy  a  Superfast  in  the  U.S.  for  as  little 
as  35  cents. 

Mattel  has  also  forced  Lesney  to 
spend  money  on  promotion.  The  com- 
pany is  launching  its  first  serious  U.S. 
selling  campaign,  TV  spots  included. 
It  has  even  introduced  the  trade-in 
concept  to  toy  cars,  knocking  10  cent^ 
off  for  every  old  car  brought  back 
But  the  Lesney  monopoly  is  long  gone, 
and  its  cars  will  probably  never  enjoy 
the  old  profitability  again. 

Meanwhile,  Mattel  is  moving  fast 
to  introduce  more  new  racing  toys. 
Already  it  is  .shipping  Rumbler,  a  bat- 
tery-powered motorcycle  that  will  op- 
erate on  the  same  tracks  as  the  racing 
cars.  And  this  month  Mattel  will  ex- 
pand its  Sizzler  line  with  more  acces- 
sories, which  will  presumably  obso- 
lete old  accessories  and  tracks.  Still 
other  racing  toys  are  in  the  works 
from  Mattel,  all  of  which  are  sure  to 
take  even  more  sales  away  from  Top- 
per and  Lesney. 

You  think  Detroit  has  problems?  ■ 
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Now  the  computer  gets  suspicious 
when  somebody  gets  extravagant 
with  your  credit  card. 


A  lot  of  crooks  would  rather  find  a  credit 
card  in  your  wallet  than  cash. 

Which  is  why  a  lot  of  credit  card  companies 
would  like  to  find  ways  to  keep  crooks  from 
using  lost  or  stolen  credit  cards. 

Programming  Methods,  Inc.,  a  part  of  GTE 
Information  Systems,  found  a  way  by  pro- 
gramming a  computer  to  be  a  watchdog  for 
suspicious  credit  cards.  The  computer  keeps 
a  sharp  eye  out  for  purchases  made  with  any 
card  listed  as  lost  or  stolen.  And  if  any  card, 
listed  or  not,  is  unusually  active  in  any  24- 
hour  period,  the  computer  blows  the  whistle 
on  further  purchases  until  the  owner  can 
verify  that  nothing's  amiss. 

While  PMI  is  helping  keep  credit  card 
crooks  in  line,  they're  also  developing  com- 
puter systems  to  help  straighten  out  the  snarl 
in  our  courts. 

One  of  their  systems  creates  a  centralized 
source  of  administrative  information  by  open- 
ing an  "account"  for  every  arrested  person 
and  then  recording  everything  that  happens 
until  the  case  is  closed. 

Another  system  sets  up  courtroom  sched- 
ules, taking  account  of  such  factors  as  work- 
loads of  judges,  schedules  of  lawyers  and 
arresting  officers,  severity  of  offense,  etc. 

Together  they  streamline  our  courts,  make 
them  more  efficient,  and  help  the  wheels  of 
justice  turn  more  swiftly. 


Talk  about  streamlining  and  many  Wall 
Streeters  think  of  the  back  office.  To  handle 
that  problem,  PMI  developed  a  system  for 
Brokerage  Transaction  Services,  Inc.  which 
automates  the  "cage"  function.  By  keeping 
track  of  the  flow  of  certificates  and  cash  this 
system  cuts  down  on  "fails"  and  "errors"  and 
provides  the  brokerage  house  with  greatly  im- 
proved financial  and  securities  control. 

Credit  cards,  courts,  and  the  cage.  Even 
that  doesn't  give  you  a  real  idea  of  the  breadth 
of  PMI's  capabilities.  Right  now  they're  run- 
ning a  complete  facilities  management  opera- 
tion for  a  major  aerospace  program.  This 
facility  contains  one  of  the  world's  largest 
computers.  It's  the  site  of  some  of  the  most 
advanced  work  done  in  the  world  in  the  areas 
of  stellar  evolution,  cloud  cover  analysis, 
weather  prediction,  and  many  other  special- 
ized research  programs. 

And  once  PMI  even  programmed  a  com- 
puter to  run  a  cattle  ranch  out  West! 

PMI  is  part  of  GTE  Information  Systems. 
Part  of  a  unique  balance  of  products,  support, 
and  services  that  can  offer  you  a  single  remote 
terminal  or  manage  your  entire  computer 
operation.  Anything  you  need  to  get  the  infor- 
mation you  need. 

But  even  if  we  never  do  another  thing  for 
you,  at  least  we  can  take  credit  for  making 
your  credit  card  safer. 


Introducing  1H7B  inFORITlATIon  SVSTEms 


Four  Corporate  Drive,  Wh.te  Plams.  NY   10604.  a  part  ot  General  Telephone  &  Electronics. 


Family  Responsibilities 

Fannie  Mae's  problem  is  that  it  must  consider 
its  social  obligations  as  well  as  its  stockholders. 


One  of  Wall  Street's  hottest  new 
glamour  stocks,  Fannie  Mae  (the  Fed- 
eral National  Mortgage  Association), 
at  the  end  of  January  showed  she 
could  be  as  fickle  as  January's  weath- 
er. Until  Fannie  Mae  shares  ran  into  a 
sudden  avalanche  of  selling  and  a 
halt  in  trading,  which  saw  them 
clipped  for  almost  four  points,  they 
had  doubled  in  just  seven  months. 
FNMA,  chartered  by  the  Govern- 
ment to  run  a  secondary  market  in 
FHA  and  VA  insured  mortgages,  re- 
cently was  sold  in  the  low  60s  at  a 
spectacular   83   times    1970   earnings. 

Apparently  profits,  as  projected  by  a 
Fannie  Mae  spokesman,  based  on 
sketchy  federal  budget  data,  were  well 
below  expectations  for  calendar  1971. 

The  company  has  grown  tremen- 
dously in  a  few  years  as  it  bought 
billions  of  dollars  of  Government-in- 
sured mortgages  to  support  the  lag- 
ging housing  industry.  It  bought  $5.5 
billion  in  1969,  boosting  its  mortgage 
portfolio  to  over  $16  billion,  vs.  $2.5 
billion  just  five  years  ago.  Fannie  Mae 
has  $17  billion  in  assets  today,  more 
than  General  Motors. 

What  intrigues  Wall  Street  is  the 
potential  earning  power  of  those  as- 
sets. Fannie  Mae  basically  makes  its 
profits  on  the  spread  between  the 
yield  on  its  mortgage  portfolio  and  its 
borrowing  costs.  The  average  matur- 
ity on  its  mortgages  is  12  years,  and 
the  average  maturity  of  its  debt  two 
years;  so  its  borrovvong  costs  are  very 
sensitive  to  swings  in  interest  rates, 
which  have  fallen  recently. 

"Our  debt  rolls  over  rapidly,"  notes 


Fannie  Mae  President  Allan  Oakley 
Hunter,  "and  we  can  take  advantage 
of  these  changes.  Over  the  last  two 
years  we've  purchased  a  very  large 
nvmiber  of  7.5%  and  8.5%  mortgages. 
We  have  $3.25  billion  in  8.5%  mort- 
gages that  were  bought  at  various  dis- 
counts, so  their  average  yield  is  about 
8.7%.  Money  is  going  to  be  coming  in 
to  us  at  those  high  rates  for  a  consid- 
erable length  of  time.  We're  also  in  a 
position  to  make  money  by  selling  part 
of  our  portfolio.  Our  recent  sales  were 
in  the  104  range  [$104  for  every  $100 
face  value]  and  I  suppose  our  average 
cost  of  those  mortgages  was  a  little 
better  than  97." 

A  happy  outlook.  Add  to  this  the 
fact  that  Fannie  Mae  is  about  as  lev- 
eraged as  a  company  can  be.  Ninety- 
five  percent  of  Fannie  Mae's  capital 
is  debt,  which  Fannie  Mae  piles  up 
without  blinking.  That's  because  both 
its  $8  billion  in  long-term  debt  and  its 
$8  billion  in  short-term  debt  are 
backed  up  by  $16  billion  in  Govern- 
ment-guaranteed mortgages— that  is, 
riskless  investments. 

The  trick  is  to  guess  how  high 
Fannie  Mae's  earnings  will  soar  this 
year.  First,  you  have  to  guess  whether 
short-term  money  costs  will  stay 
around  the  present  5%.  Or  will  the 
economy  pick  up  and  drive  interest 
rates  back  up  again? 

Then  you  have  to  guess  how  much 
Fannie  Mae  will  add  to  its  earnings 
this  year  by  selling  off  mortgages  at  a 
profit.  Besides  that,  you  must  estimate 
the  fees  Fannie  Mae  will  collect— 
they  ran  to  $50  million  last  year— for 
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promising  to  buy  mortgages.  But  re- 
member that  in  a  period  of  easier 
money  Fannie  Mae  will  be  selling 
mortgages,  not  buying  them.  "We're 
going  from  a  commitment  figure  of 
about  $8  billion  last  year  to  maybe 
$3.5  billion,"  says  Hunter. 

Finally,  its  management  decisions 
are  as  likely  to  have  a  political  as  a 
profit  motive.  For,  although  all  of  Fan- 
nie .  Mae's  stock  passed  into  private 
hands  in  1968,  all  the  control  didn't. 
The  President  still  appoints  five  of 
15  directors;  the  Secretary  of  the  Trea- 
sury must  approve  each  issue  of 
Fannie  Mae's  debt;  the  Secretary  of 
Housing  &  Urban  Development  can 
require  the  company  to  buy  a  "rea- 
sonable" amount  of  mortgages  on  low- 
and  middle-income  housing— not  al- 
ways the  most  profitable  items. 

The  Shady  Side 

Fannie  Mae's  critics  say  the  com- 
pany always  has  been  and  always  will 
be  run  for  the  Government's  benefit, 
not  that  of  the  stockholders.  This 
means  it  never  can  maximize  its  earn- 
ings potential,  as  a  company  run  solely 
for  shareholders  would.  In  periods  of 
tight  money,  when  this  role  requires 
the  company  to  buy  mortgages  heav- 
ily, its  earnings  suffer.  Its  debt  rolls 
over  at  higher  and  higher  interest 
rates,  while  the  yield  on  its  longer- 
term  mortgage  portfolio  rises  more 
slowly.  This  happened  in  1969-70. 
As  a  result,  even  though  its  interest 
income  was  up  sharply,  Fannie  Mae's 
earnings  in  1969  only  held  about 
even  at  $2.51  a  share  and  then 
tumbled  to  77  cents  a  share  last  year. 

Hunter  is  trying  to  avoid  such  sharp 
downturns  in  the  future  by  stretching 
out  the  company's  debt  maturities. 
But  he  admits:  "Our  job  is  to  support 
the  market  when  it  needs  it." 

In  these  high-interest  periods,  of 
course,  Fannie  Mae  is  building  up  a 
portfolio  of  high-yield  investments. 
But,  the  critics  go  on,  it  can't  take  full 
advantage  of  them.  When  money 
gets  more  plentiful,  as  at  present, 
FNMA  becomes  a  seller  of  mortgages. 
True,  the  sales  may  be  at  a  profit, 
but  they  penalize  future  earnings. 

No  one  is  more  aware  of  the  diffi- 
cult job  of  trying  to  balance  public 
purpose  with  stockholder  interest  than 
Allan  Oakley  Hunter.  "This  corpora- 
tion is  unique,"  he  says.  "Over  the 
long  run  we  must  operate  at  a  profit  in 
order  to  attract  capital.  But  there  are 
factors  that  limit  our  potential  in- 
come." The  only  solace  he  can  offer 
is  that  Fannie  Mae  may  become  less 
unusual  in  the  future:  "Other  large 
corporations  are  acknowledging  social 
responsibilities.  They  don't  maximize 
profits  as  they  might  have  done  in 
the  past."  ■ 
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A  Pa/ate  Revolution 

Are  the  hamburger  and  the  hot  dog  obsolete?  That  most  un-Ameri' 
can  snack,  the  pizza,  may  be  ousting  them  from  popular  affection. 


No  MATTER  how  v ou  slice  it,  pizza  is 
profitable.  Take  800  million  pounds  of 
flour,  600  million  pounds  of  mozzarella 
cheese,  80  million  pounds  of  toma^oes, 
pop  "em  in  the  o\en  and  what  ha\e 
\ou  got?  Close  to  1.6  billion  pizzas, 
which    last    \ear   sold   for   84   billion. 

That  S3  deluxe  pie  decked  with 
mushrooms,  anchovies,  pepperoni  or 
(in  Manhattan)  lo.x  is  worth  between 
84  cents  and  SI. 20  in  profit  to  the 
pizzeria  owner— margins  run  between 
28'<  and  40'^.  Multipl>  that  by  1.6  bil- 
lion, and  no  wonder  ex-stockbroker 
Neal  Andrews  is  now  running  Pasquale 
Co.,  Inc.,  and  two  other  executives, 
Dan  and  Frank  Carne>,  of  Pizza  Hut 
Inc.,  are  up  to  their  necks  in  pie 
crusts,  profits  and  public  offering. 

E\en  that  Italian-American  king  of 
the  Chinese  food  industry,  Jeno  Pau- 
lucci  (who  sold  his  Chun  King  foods 
to  R.J.  Reynolds  Tobacco  in  1966  for 
S6.'3  million  in  cash)  has  matle  the 
ethnic  switch;  Jeno's  pizza  rolls  might 
be  tenned  second-generation  pizza, 
along  with  the  pizza  chips  and  crack- 
ers now  hitting  the  market. 

Gallup  is  in  the  act.  Food  Scrcicc 
magazine's  current  Gallup  Poll  shows 
the  21-to-.34-year-olds  have  switched 
from  hamburgers  to  pizza.  Does  this 
mean  the  big  hambinger  chains  will 
be  adding  the  now-familiar  pizza  oven 
to  their  fast-service  lines?  Not  so,  says 
McDonald's  spokesman,  Al  Golen: 
"Pizza  is  the  last  thing  in  the  world 
we'd  add.  Chicken  maybe,  but  pizza's 
a  little  too  exotic."  At  Burger  Chef,  a 
definite:  "No."  But  McDonald's  and 
Burger  Chef  had  better  watch  out: 
The  hamburger  could  go  the  way  of 
sarsaparilla  and  other  forgotten  Amer- 
ican ta\  orites. 

New  Neighborhood 

Time  was  when  chiefly  Italians  ate 
Italian  food.  Bland  fare  was  equated 
with  Americanism  in  the  meat-and- 
potato-and-two-vegetables  household. 
I'oreign  foods,  like  foreigners,  were 
suspect— and  a  generation  ago  the  Ital- 
ians, as  the  most  recent  wave  of  im- 
migrants, were  low  man  on  the  im- 
migrant totem  pole. 

No  more.  When  suburban  couples 
sipping  scotch  after  a  rubber  of 
bridge  send  out  for  pizza,  they  are 
paving  a  tribute  seldom  accorded  to 
hamburgers.  The  "in"  birthday  party 
for  the  ten-year-old  gourmet  these' 
days  is  held  at  the  pizzeria.  Sic  transit 
gloria  for  the  hot  dog? 

The  pizza,  moreover,  made  it  on 
its  own:  There  is  no  Nathan's  Famous 
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There's  an  art  to  everything, 
including  tossing  pizza.  It  may 
not  improve  the  taste,  but  it 
Is  sure  to  draw  a  crowd  and 
might  even  whet  a  few  appe- 
tites. Those  who  don't  care 
about  being  entertained  for 
dinner  can  buy  a  frozen  ver- 
sion   and    cook    it    at    home. 


of  pizza.  A  noticeable  trait  of  the  busi- 
ness is  that  the  ownership  runs  to 
30-vear-olds.  Tom  Ciccarelli  of  the 
North  American  Pizza  Association  in 
Ann  Arbor,  Mich,  is  29.  His  col- 
leagues in  the  Pizza  Association, 
Richard  Locke  and  Garv-  Dapprich, 
are  29  and  31.  The  association  has  a 
newly  national  magazine,  A  Slice  of 
Pizza.  The  three  Pizza  Association  ex- 
ecutives also  have,  on  the  side,  a  pizza 
parlor  of  their  own. 

Neal  Andrews,  age  34,  was  a  stock- 
broker with  C^ourts  &  Co.  (now  part 
of  Reynolds  &  Co.)  in  Birmingham, 
Ala.  in  the  early  Sixties  when  he 
bought  into  a  pizza  operation.  "With- 
in months  I  was  doing  so  well,"  says 
Andrews,  "that  I  started  a  second 
store  out  of  the  profits,  and  quit  stock- 
brokering."  Andrews  had  a  franchise 
from  Cincinnati-based  Pasquale  Food 
Co.,  Inc.  "They  gave  me  the  whole  of 
Alabama  because  they  didn't  think 
pizza  would  go  in  the  South."  Not 
only  did  it  go,  but  it  eventually  en- 
aijled  Andrews  to  buy  out  Pasquale 
with  the  profits  from  Alabama  pizza 
eaters. 

Pascjuale's  today  is  a  comparatively 
small  operation  (1970  sales:  $4  mil- 
lion), but  last  year  it  made  $550,000 
pretax  or  70  cents  a  share  after  taxes, 
and  expects  to  post  34  cents  in  this 
year's  first  quarter. 

Dan  and  Frank  Carney's  Pizza  Hut, 
Inc.,  of  Wichita,  Kan.  (sales:  $22 
million)  is  growing  rapidly.  Dan  Car- 
ney, age  39,  was  working  at  Boeing 
Corp.  and  taking  graduate  business 
courses  at  night  when  he  bought  into 
his  first  pizza  store  in  1958.  Now  he's 
running  stores  in  Australia,  West  Ger- 
many, Mexico  and  Canada,  and  has 
three  parlors  in  Alaska.  In  all,  the 
Carney  s  have  more  than  700  parlors— 
40'i  of  them  company  owned— selling 
35  million  pies  a  year. 

The  Big  Muscle 

Biggest  of  the  chains  is  Shakey's, 
started  by  Sherwood  (Shakey)  John- 
son in  Burlingame,  Calif,  in  1954. 
Great  Western  Stores  bought  out 
Shakey's  in  1967  and  1968  for  cash 
and  stock,  and  by  now  Shakey's  has 
350  parlors  in  the  West  and  Midwest, 
doing  $68  million  sales  a  year. 

At  the  other  end  of  the  counter,  so 
to  speak,  are  the  food  giants.  Half  of 
all  the  pizzas  sold  in  the  U.S.  are 
frozen.  Kraftco  Inc.,  for  which  Jeno's 
inakes  a  frozen  pie,  is  reportedly 
poised  for  a  major  plimge  into  the 
market.  Grand  Union  reports  that  its 
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ADVERTISING'S  PET  PROBLEM 


Most  advertisers  expect  media  to  be  just  as  businesslike  as 
they  are.  Perhaps  that's  why  there's  so  much  concern  about  ad  costs. 

We've  always  shared  that  concern. 

That's  why  TV  Guide  emphasizes  single  copy  sales  and 
profitable  subscriptions.  When  readers  pay  their  own  way,  adver- 
tisers pay  less. 

TV  Guide's  page  rate  is  realistic.  Our  four-color  cost  per 
thousand  hasn't  changed  in  12  years.  It's  the  most  efficient  among 
major  magazines. 

At  the  same  time,  our  circulation  base  has  grown  continu- 
ously and  naturally. 

So,  every  advertising  dollar  invested  in  TV  Guide  works 
hard  at  marketing  your  product— not  subsidizing  our  marketing. 

The  payoff  is  in  what  a  campaign  budget  can  do  here.  You 
can  buy  more  pages  in  TV  Guide  than  you  can  with  the  same  dollars 
in  Life,  Look  or  Digest. 

We  think  that  makes  for  good  business.  For  both  of  us. 


TV 

BUIDE 


TaiAMGLE  PUBLICATIONS.  INC. 

Sell  wit'-  the  one  that's  selling. 


Sources:  Latest  announced  rates  and  rate  base^. 


frozen  pizza  sales  are  not  huge,  but 
the\  are  doubling  annualh .  Safeway 
International  is  "so  happy  with  piz- 
za sales,  we  are  expanding  our  line 
to  include  five-inch  pepperoni  and 
sausage  topping  sLx-packs." 

However,  Gary  Dapprich  of  the 
Pizza  Association  cautions:  "It's  not 
necessariK  big  corporations  that  are 
going  to  get  the  biggest  piece  of  the 
action  in  the  frozen  market.  All  the 
local  owners  and  small  chains  are 
starting  to  produce  a  parbaked— three- 
fourths-cooked— pizza  which  they 
freeze.  When  a  customer  comes  in 
for  a  fresh  pizza,  he  buys  a  couple  of 
parbakes  and  takes  them  home  to 
stick  in  the  freezer." 

Pizza  is  not  a  true  fast-food  line— 
12  to  15  minutes  cooking  time  rules 
that  out.  But  Dan  Carney  says  his 
group  is  alread>  working  on  new  ap- 
proaches to  turning  out  a  speeded-up 
product.  Technological  innovations 
abound.  Many  of  them  are  cryogenic- 
oriented,  like  the  frozen  pizza  buns 
that  Losurdo  Bros,  of  NIoonachie, 
N.J.  (sales:  nearly  S4  million)  pro- 
vide to  their  customers.  The  buns  are 
easil)  shipped,  easily  preserved  and 
hand\  to  use.  But  each  bun  thaws 
out  to  become  the  dough  for  an  oven- 
fresh  pizza. 

Room  lo  Spread 

The  best  may  be  yet  to  come.  Fif- 
teen years  ago  Italian  dishes  were  not 
familiar,  weekly  items  in  the  average 
.\merican  household,  says  Pizza  As- 
sociation's Ciccarelli.  Today  they  are. 
This  means  that  once  the  technolog\ 
is  worked  out,  the  market  is  already 
there  for  stepping  up  the  whole  pre- 
prepared  Italian  meal  market.  Right 
now,  most  Italian  meat  sauce  mak- 
ers, like  Ragii  and  Aunt  Millie,  are 
fairlv  small,  as  are  macaroni  and  ravi- 
oli manufacturers  like  Buitoni,  and 
tomato  paste  and  puree  producers  like 
Progresso,  Pope  and  Venice  Maid.  But 
most  of  them  like  their  prospects  too 
much  to  be  interested  yet  in  selling 
out— even  a  firm  like  Losurdo  Bros., 
which  went  broke  at  least  once  in  the 
past  before  it  managed  to  catch  the 
current  ground  svsell  of  interest  in 
Italian  food. 

Italian  food,  at  its  best,  is  simple, 
tasty,  nutritious,  filling  and  easy  to 
prepare  in  advance.  "Ever  try  meat- 
balls in  sauce  the  second  day?"  asks 
Michael  Losurdo.  "They  always  taste 
better  the  second  time  they're  heated." 
And  preparing  Italian  food  is  also  a 
handy  way  of  selling  commodities  at 
a  fancy  markup.  Pasta  is  veiy  simple: 
flour,  water  and  egg.  And  as  we  said 
at  the  start,  what's  a  pizza  but  some' 
flour,  cheese  and  tomatoes? 

You  want  anchovies?  For  that  you 
pay  more.  ■ 


Whats 

Chromalloy  American 

doing  for  the 

Face  Oi  America? 

Preserving  it  for  posterity.  By  making  color  photographic  portraits  for  millions  of 
Americans.  Our  subsidiary,  Fact  Professional  Photo  Finishers,  headquartered  in 
St.  Louis,  pioneered  professional  studio  portrait  photography  at  affordable  prices. 
And  today  as  the  world's  largest  diversified  portrait  makers,  Fact  Photo  is  photo- 
graphing Americans  in  department  stores,  schools,  colleges,  shopping  malls,  military 
bases  and  churches  coast  to  coast.  A  staff  of  more  than  1,400  skilled  professionals 
utilizing  a  150,000  square-foot  color  processing  laboratory  makes  this  extraordinary 
service  possible.  Fact  Photo— another  Chromalloy  sub- 
sidiary working  to  make  things  better  for  you!  Includ- 
ing your  Image.  In  color. 

Chromalloy  American,,. 

A  Corporate  Family  of  Creative  Companies  * 


'Service  Mark 


120  Broadway,  New  York  10005 

Listed  on  the  New  York  Stock  Exchange.  Ticker  symbol:  ORG 


Announce  Expansion  of  Only  Bank  Plan  that 
Alloivs  Checks  and  Top  Interest  at  Same  Time 

New  Block  of  "U.S.A."  Bank  Accounts 
To  Be  Opened  to  the  Public 

CHICAGO  (SP)  Citizens  Banl<  has 
announced  thiat  a  now  block  of  its  "United 
Security  Accounts"  is  being  released  to  the 
public. 

These  are  the  only  bank  accounts  in  the 
United  States  that  pay  maximum  savings 
interest  on  money  that  would  ordinarily  be 
kept  earning  nothing  in  a  chocking  account 
for  immediate  access.  The  interest  is  paid 
on  all  money  deposited,  yet  accountholders 
can  write  froo  checks  on  credit  against  the 
entire  account.  There  is  no  minimum  bal- 
ance required. 

With  no  service  or  check  charges,  a  free 
repayment  period  permits  the  account  to 
be  used  like  a  completely  free  checking  ac- 
count without  affecting  the  interest  earned. 


The  bank  is  in  the  $200,000,000  class  with 
exceptional  reserves  and  full  F.D.I.C.  in- 
surance. All  transactions  are  by  postage- 
free  mail. 

Although  "U.S.A."  accounts  are  held  by 
some  60,000  depositors  throughout  the  U.S., 
new  accounts  have  only  been  available  to 
persons  recommended  by  current  account- 
holders.  Now  the  bank  says  it  will  release 
a  block  of  new  accounts  for  applicants  with- 
out recommendation. 

During  this  limited  period,  anyone  inter- 
ested is  invited  to  send,  without  obligation, 
for  a  free  booklet  describing  the  advantages 
of  these  accounts.  The  coupon  below  should 
be  sent  without  delay. 


FREE   BOOKLET  COUPON 


Howard  S.  Iladley,  U.S.A.  Director 
Citizens  Bank  &  Trust  Co. 
(Park  Ridge)  Chicago,  Ul.  60666 

Please  mail  my  Free  Booklet  with  full  information  on  how 
I  can  earn  interest  and  write  checks  at  the  same  time  with 
your  exclusive  United  Security  Account  plan. 

Name 


Depl.    F-2 


VKITtO  SCClillTr  ACCOUNT 


Address. 
City- 


.  State- 


c 


-Zip  Code. 


ITIZENS     BANK 


a     TRUST     COMPANY 


assets  over  $200,000,000.00 
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The  6%  Payers:  Bargains  or  Leftovers? 


Even  after  the  market's  spectacu- 
lar rally,  these  50  Big  Board  stocks 
still  yield  over  6%.  The  majority 
are  utilities,  coppers  and  steels. 
Utilities  have  a  high  yield  because 
some  investors  question  if  they  can 


generate  enough  rate  increases  to 
offset  inflationary  fuel  and  labor 
costs.  Coppers  have  a  high  yield 
because  of  soft  copper  prices  and 
political  problems.  Steel  stocks? 
Unless  the  steel  picture  drastically 


improves,  steel  company  dividends 
may  be  cut.  Thus  Bethlehem  and 
Armco  were  on  this  list  until  they 
cut  their  dividends.  But  if  these 
fears  prove  groundless,  the  stocks 
could  prove  good  buys.    ■ 


Company 


Recent 
Price 


Annual 

Dividend 

Rate 


Yield 


Latest 
Earnings 
Per  Share 


Payout 
Ratio 


1970-71 
Price 
Range 


Price/ 

Earnings 

Ratio 


Alabama  Gas 
Allegheny  Ludlum 
American  Smelting  &  Ref. 
Anaconda 
Basic  Inc. 


17% 
293/4 
27% 

2IV4 

1278 


$1.10 
2.40 
1.90 
1.90 
0.80 


6.30/0 

8.1 

6.9 

8.9 

6.2 


$1.45 
1.85 
3.16 
4.19 
1.18 


76% 
130 
60 
45 
68 


181/2-141/4 

393/8-251/8 
36y8-21'/4 
321/4  18'/8 
153/8-10 


12 

16 

9 

5 

11 


Brooklyn  Union  Gas 

Canal-Randolph 

Carpenter  Technology 

Cerro 

Chesapeake  &  Ohio  Ry. 


26% 
17% 
221/4 
173/4 
58% 


1.72 

1.10 

1.60 

1.60t 

4.00 


6.5 
6.2 
7.2 
9.0 
6.9 


2.02 

0.76 

1.76 

3.50* 

6.09 


85 
145 
91 
46 
66 


271/2-21% 
231/2-13 
28     -20 
291/4-I61/8 
583/4-39% 


13 
23 
13 
5 
10 


Consolidated  Edison 

28% 

1.80 

6.3 

2.30 

78 

29     -22 

12 

Consolidated  Natural  Gas 

31 

1.88 

6.1 

2.66 

71 

31     -2278 

12 

Detroit  Edison 

22% 

1.40 

6.3 

1.88 

74 

231/2-17% 

12 

Duquesne  Light 

25% 

1.66 

6.5 

2.09 

79 

26% -20% 

12 

Eastern  Utilities 

22 

1.40 

6.4 

1.60 

88 

22     -I6I/4 

14 

Equitable  Gas 

361/4 

2.20 

6.1 

3.32 

66 

351/4-27 

11 

Federal-Mogul 

291/2 

1.80 

6.1 

2.00* 

90 

29%-20% 

15 

Foote,  Cone  &  Belding 

83/4 

0.60 

6.9 

0.50* 

120 

121/4-  7 

18 

General  Public  Utilities 

241/4 

1.60 

6.6 

1.84 

87 

251/2-163/4 

13 

Granby  Mining 

22% 

1.60 

7.2 

2.60* 

62 

39'/2-17i/2 

9 

Helme  Products 

15'/8 

1.00 

6.3 

1.14 

88 

213/4-131/2 

14 

Inland  Steel 

291/8 

2.00 

6.9 

2.68 

75 

2978-223/4 

11 

Inspiration  Consol.  Copper 

47% 

3.25** 

6.9 

7.70 

42 

70     -351/2 

6 

Interlake  Inc. 

251/2 

1.80 

7.1 

2.42 

74 

30     -213/4 

11 

Interstate  Power 

201/4 

1.24 

6.1 

1.50 

83 

20%-16 

14 

Kennecott  Copper 

3778 

2.60 

6.9 

5.58 

47 

56     -34 

7 

Keystone  Consolidated 

19y2 

1.20 

6.2 

0.78 

154 

29     -16% 

25 

McCrory  Corp. 

19% 

1.20 

6.2 

2.25 

53 

263/4-133/4 

9 

Mesta  Machine 

28% 

2.00 

7.0 

2.05* 

98 

303/4-23 

14 

Michigan  Gas  Utilities 

I61/4 

1.00 

6.2 

1.29 

78 

173/4-13 

13 

National  Fuel  Gas 

25 

1.68 

6.7 

2.25* 

75 

2578-20% 

11 

National  Tea 

131/8 

0.80 

6.1 

1.04 

77 

13%-10% 

13 

New  England  Electric 

2478 

1.56 

6.3 

2.01 

78 

251/4-18% 

12 

New  England  Tel.  &  Tel. 

38% 

2.36 

6.1 

2.65 

89 

381/2-30 

14 

Niagara  Mohawk  Power 

173/4 

1.10 

6.2 

1.52 

72 

18      1378 

12 

Norfolk  &  Western  Ry. 

743/4 

5.00 

6.7 

6.15 

81 

8578-49% 

12 

Northeast  Utilities 

15% 

0.94 

6.2 

1.15 

82 

1578-12 

13 

Penn.  Power  &  Light 

251/4 

1.60 

6.3 

1.97 

81 

27%-20% 

13 

Philadelphia  Electric 

24 

1.64 

6.8 

1.84 

89 

2478-19 

13 

Portland  General  Electric 

21% 

1.30 

6.1 

1.63 

80 

2178-1678 

13 

Republic  Steel 
St.  Joe  Minerals 
Southeastern  Public  Service 
J.  P.  Stevens 
United  States  Steel 


311/2 
28% 
2078 
32 

331/4 


2.50 
2.00 
1.28 
2.40 
2.40 


7.9 
7.0 
6.1 
7.5 
7.2 


2.17 

3.05* 

1.62 

1.02 

2.72 


115 
66 
79 

235 


37% -26% 
3878-22% 
213/4-121/4 
4478-25'/2 
391/2-28% 


15 
9 
13 
31 
12 


USM 

Wayne-Gossard 
Western  Maryland  Ry. 
Wisconsin  Public  Service 
Youngstown  Steel  Door 

•Forbes  estimate.        tPlus  stock. 


22% 
12% 
25% 
18% 

1778 
••IncludlnE  extras. 


1.60 
0.76 
1.60 
1.16 
1.20 


7.1 
6.1 
6.4 
6.3 
6.7 


1.90* 

1.00* 

2.47 

1.55 

1.60* 


84 
76 
65 
75 
75 


40     -20 
15%-  81/4 
253/4-143/4 
133/4-14% 
2IV4-I43/4 


12 
12 
10 
12 
11 
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Control  without  Ownership 

Without  owning  much  of  their  $l-billion-plus  empire,  Chi- 
cago's Kemper  family  nevertheless  effectively  controls  it. 


Imagine  building  a  financial  services 
group  with  well  over  §1  billion  in  as- 
sets, and  building  it  around  a  com- 
pany that  you  don't  own  or  have  any 
equit\  in.  Imagine  further  that  you 
have  made  the  companv  that  you  don't 
own  the  basis  for  a  family  financial 
dynasty.  Do  you  think  the  idea  is  far- 
fetched? Well,  the  Kemper  family  of 
Chicago  has  done  it.  Two  generations 
of  Kempers  have  njn  a  group  that 
now  numbers  16  insurance  companies, 
four  mutual  funds,  a  bank  and  as- 
sorted financial  services.  And  there  is 
a  third  generation  of  Kempers  working 
its  wa\  up  right  now. 

The  main  companv  in  the  Kemper 
pyramid— the  one  the  Kempers  do  not 
own— is  Lumbermens  Mutual  Casual- 
ty Co.  of  Chicago.  As  a  mutual  com- 
pany, it  is  ouned  by  its  several  million 
policyholders.  And  because  it  is  a  mu- 
tual company,  James  Kemper  Jr.,  the 
•56-\ear-old  president  of  Luml)emnens 
and  boss  of  the  group  of  companies, 
pooh-poohs  any  talk  of  a  dynasty. 
"There  has  always  been  a  flock  of 
Kemper  family  members  in  this  busi- 
ness,"  he  says,  "and  that's  all  there  is 
to  it.  Control  isn't  passed  on." 

Strictly  speaking,  of  course,  he's 
right.  Kemper's  father,  James  Kemper 
Sr.,  now  84,  who  built  Lumbermens 
from  scratch,  had  no  legal  way  of 
passing  it  on  as  he  might  have  pa.ssed 
on  a  stock  company.  But  no  matter 
what  the  legalisms  may  be,  the  Kem- 
per position  in  Lumbemiens  is  the 
equivalent  of  fainilv  holdings.  That's 
because  prestige,  a  good  growth  rec- 
ord and  control  of  the  pro.xy  mecha- 
nism do  what  equity  would  ordinarily 
do  in  a  stock  company. 

fn  the  Beginning 

It  all  started  back  in  1912,  when  a 
group  of  Chicago  lumbermen  wanted 
to  form  a  mutual  insurance  company 
for  their  own  benefit.  They  got  Kem- 
per Sr.,  then  a  26-year-old  insurance 
salesman,  to  run  it.  He  in  turn  brought 
in  two  \  ounger  brothers  to  help.  Lum- 
bermens added  other  property  and 
liability  lines,  and  in  time  became  a 
good-sized  casualty  insurer  specializ- 
ing in  auto  insurance.  Currently  its 
assets  are  around  $550  million. 

Kemper  Sr.  is  still  Lumbermens 
chairman,  but  at  84  is  no  longer  ac- 
tive. His  brothers  Hathaway  and 
Mark,  78  and  69,  respectively,  are 
elder  statesmen  of  the  group,  and  still 
sit  on  Lumbermens'  board.  Says  Kem- 
per Jr.,  whose  son  and  cousin  are 
starting   at   the   bottom   of  the   com- 


pany, "My  father  began  tapering  off 
in  the  Fifties,  and  he  would  have 
liked  to  see  me  in  the  company.  But 
there  were  too  damn  many  Kempers 
there  already,  and  I  was  having  fun 
practicing  corporate  law.  I  didn't  ac- 
tually come  into  the  company  until 
1960,  when  I  was  46."  Kemper  Jr. 
doesn't  say  so,  but  there  are  hints 
that  the  affable  younger  man  didn't 
much  care  to  buck  the  harder  driving 
older  generation. 

When  Kemper  Jr.  finally  came  in 
(as  vice  chairman;  since  1963,  he  has 
been  president),  things  started  to 
change.  The  property  liability  busi- 
ness is  a  tough,  cyclical  one,  and  Kem- 
per Jr.  looked  for  ways  to  broaden 
the  base.  Lumbermens  had  a  life  in- 
surance company  and  has  since  picked 
up  two  more.  While  they  are  still 
small,  one  of  them  (Fidelity  Life) 
came  from  nowhere  to  pass  $1  billion 
insurance  in  force. 

So  much  for  the  mutual  part  of 
the  Kemper  interests.  In  1967  they 
combined  11  tiny  insurance,  banking 
and  service  subsidiaries  into  a  pub- 
licly owned  holding  company,  Kem- 
perco.  Lumbermens  took  over  50%  of 
the  stock  in  the  new  company,  the 
Kemper  family  took  \%  and  the  public 
the  rest.  Kemperco's  insurance  com- 
panies now  have  a  total  of  some  $350 
million  in  assets. 

Then  last  year  Kemperco  traded  10% 
of  its  own  shares  and  warrants  to  Kan- 
sas City  Southern  Industries  in  ex- 
change for  54%  control  of  Supervised 
Investors  Services,  which  manages 
four  mutual  funds  with  assets  above 
$820*  million.  It's  all  perfectly  legal, 
of  course,  but  it  boils  down  to  this: 
Although  they  own  only  $4  million 
worth  of  Kemperco  stock,  the  Kem- 
pers, because  of  their  powerful  voice 
in  Lumbermens,  effectively  control 
over  $1  billion  worth  of  assets.  And 
this  without  even  mentioning  Lum- 
bermens' half-billion-plus.  If  that  isn't 
leverage,  what,  then,  is? 

Not  that  everything  is  rosy  in  Kem- 
perland.  Both  Lumbermens  and  Kem- 
perco depend  heavily  on  auto  insur- 
ance, and  Hurricane  Camille,  com- 
bined with  record  auto  claims,  made 
1969  a  disaster  year  for  the  Kempers. 
Earnings  at  Lumbermens  fell  40%  to 
$4.9  million;  they  were  flat  at  Kem- 
perco at  $5.6  million.  While  those 
two  picked  up  in  1970,  the  bear  mar- 
ket was  hurting  the  SIS  mutual  fund: 
Its  assets  declined  from  a  high  of 
$895  million  to  $709  million  by  the 
middle   of   last   year    (although   they 


Prodigal  Son.  James  Kem- 
per Jr.  refused  to  join  the 
family  business  until  he  was 
46.  Now  he  is  the  head  of  it. 


are  halfway  back  up  since  then). 

Kemper  Jr.  cut  his  exposure  in  the 
automobile  field  by  selling  subsidiary 
American  Protection  Insurance  Co.  to 
Prudential  Life.  He  got  back  a  man- 
agement contract,  and  says,  "We  see 
big  possibilities  in  consulting  and 
management  services  for  other  com- 
panies. Our  growth  will  be  as  a  gen- 
eral financial  services  group."  Al- 
though a  replacement  for  AMPICO  is 
being  formed,  it's  hard  not  to  believe 
Kemper  Jr.  is  trying  to  move  some  of 
his  assets  away  from  the  casualty,  and 
above  all,  auto  fields.  ■ 
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Our  unique  idea  keeps  us  moving  ahead  faster. 


The  idea  is  that  the  way  to  move 
fast  in  this  day  and  age  is  to 
move  in  two  directions  at  the 
same  time. 

We  do  it.  Very  successfully. 
In  one  direction,  we're  deep  in 
industry  with  automated 
machinery,  systems,  and 
processes.  One  example — tire 
retreading.  Here's  an  AMF 
technology  that  has  created  a 
thriving  business— one  that 


saves  money,  energy,  and  time. 
And  it's  the  time  that  counts 
the  most.  In  saving  time,  we 
create  time.  Leisure  time. 

Our  other  direction  is  in  leisure 
—  bowling,  basketball,  boating, 
scuba  diving,  golf.  And  motor 
cycling — a  leisure  activity  that's 
exploded  into  a  multi-million- 
dollar  business.  And  what's 
the  one  name  that  says 
everything  in  that  business? 


Harley-Davidson.  An  AMF 
subsidiary. 

Which  brings  us  back  to  our 
idea.  Business  and  pleasure. 

A  simple  idea.  A  unique  idea. 
A  strong  idea.  Strong  enough  to 
have  moved  us  ahead  faster. . . 
where  it  counts  the  most. 

In  profits. 

AMF  Incorporated,  i6i  Madison  Ave., 

New  York,  New  York  10016.    ^    JWU  ^m« 


AMF  mixes  business  with  pleasure.  Profitably. 


The  Money  Men 


A  Job  for  Patient  Money 


Henry  Phipps,  who  was  Andrew 
Carnegie's  partner  in  the  steel  busi- 
ness, died  in  1930  full  of  years  (he 
was  90)  and  ample  of  estate  ($100 
million).  To  his  five  children  and 
numerous  grandchildren  he  left 
more  than  money  in  those  Depres- 
sion years.  He  left  an  investment 
philosophy  that  has  stood  them  in 
good  stead  through  a  major  de- 
pression, a  world  war,  countless  re- 
cessions and  accelerating  inflation. 
In  spite  of  these  vicissitudes,  the 
estate  has  supported  numerous  pro- 
geny in  a  style  to  which  most  of  us 
would  like  to  become  accustomed. 
Four  decades  after  Phipps'  death, 
about  half  the  estate  still  is  man- 
aged by  his  Bessemer  Securities 
Corp.  and  has  grown  tenfold  to  at 
least  $500  million. 

Shortly  before  his  death,  Phipps 
left  a  one-page  statement  of  invest- 
ment policy  to  guide  his  heirs  and 
their  professional  managers.  The 
statement,  as  simple  as  it  was 
sound,  contained  two  chief  points: 

1)  Invest  only  for  long-term  ap- 
preciation. Never  for  speculation. 
And  never  for  income. 

2)  Use  no  debt  to  leverage  ei- 
ther real  estate  or  common  stock 
investments,  because  debt  can 
wipe  out  even  the  soundest  invest- 
ments during  panics.  (Those  who 
had  forgotten  this  ancient  wisdom 
were  painfully  reminded  of  it  in 
last  year's  money  squeeze. ) 

There  was  a  flaw,  however,  in 
the  philosophy.  It  was  a  little  too 
slow  and  too  passive.  About  ten 
years  ago,  the  Phipps  heirs  began 
to  feel  the  combined  effects  of  in- 
flation and  of  a  proliferation  of 
hungry  heirs.  Bessemer  Securities 
needed  more  income  if  some  of 
Henry  Phipps'  progeny  were  to 
maintain  their  life  styles. 

What  was  called  for  was  an  in- 
fusion of  younger  money  managers. 
The  need  was  to  keep  the  assets 
growing  in  accordance  with  the  old 
man's  ideas,  but  also  to  step  up  the 
pace  and  throw  off  more  cash.  On 
the  securities  side  there  came  the 
brilliant  Paul  Bancroft,  but  that  is 
another  story.  To  the  real  estate 
side— and  that  is  the  subject  of  this 
article— came  Joel  Cowan.  The  year  . 
was  1959,  and  Cowan  was  23, 
with  a  brand-new  industrial  man- 
agement degree  from  the  Georgia 
Institute    of    Technology.    Cowan 


was  not  so  much  hired  as  ac- 
quired. He  had  been  working  for 
the  Fayette  County  Development 
Corp.  when  Bessemer  Securities 
bought  it  as  part  of  its  new  di- 
rections. Now  called  Peachtree 
City,  it  forms  the  nucleus  of  Bes- 
semer's  Atlanta  holdings. 

In  just  over  ten  years,  Cowan— at 
34,  president  of  Atlanta-headquar- 
tered Phipps  Land  Co.,  a  Bessemer 
subsidiary— has  turned  his  package 
of  land  holdings  into  a  full-spec- 
trum realty  operation,  including 
mortgage  banking  and  land  devel- 
opment and  sales. 

"What  I've  tried  to  do,"  Cowan 
says,  "is  to  sort  of  put  Phipps  Land 
into  a  corporate  mold  and  make  it 
a  more  active  operation.  The  way 
it  had  operated  in  the  past  was 
mainly  as  a  passive  investor  in  real 
estate— owning  a  lot  of  land  for  a 
long  time,  but  letting  some  one  else 
do  the  developing. 

"Apparently  the  way  Mr.  Phipps 
felt  about  real  estate  was  that  it 
was  a  capital  asset  that  should  be 
held  over  a  long  period  of  time 
and  that  it  should  not  be  bought 
for  income.  I'm  not  sure  that  I 
agree  with  the  idea  completely— 
because  most  real  estate  value 
comes  from  increasing  its  value  by 
developing  the  land  for  some  use. 
But  I  do  agree  with  one  of  his 
principles:  that  real  estate  should 
not  be  regarded  as  a  quick  way  to 
mivke  money.  In  the  majority  of 
cases  it's  not." 

What  Cowan  found  when  he 
joined  Phipps  Land  in  1959  were 
large  amounts  of  New  York  and 
Florida  real  estate,  much  of  it  the 
same  land  that  Henry  Phipps  had 
acquired  back  in  the  early  1900s. 
All  of  the  land  was  debt-free. 
There  were  whole  city  blocks  on 
Manhattan's  Fifth  Avenue,  Madison 
Avenue  and  Sutton  Place.  These 
had  appreciated  greatly  in  value, 
but  provided  little  income.  Selling 
them  outright  would  be  costly, 
since  almost  the  whole  selling  price 
would  be  taxable  as  a  capital  gain. 

So  Cowan  began  to  swap  the  de- 
veloped New  York  and  Florida  land 
in  tax-free  exchanges,  mainly  for 
underdeveloped  land  in  and  around 
Atlanta.  This  is  how  Phipps  got  the 
majority  of  its  new  holdings,  al- 
though it  acquired  Peachtree  City 
for  cash.  And  while  the  Manhattan 


Cowan  of  Phipps  Land 


land  that  Cowan  swapped  has  de- 
preciated slightly,  the  Atlanta  prop- 
erties have  appreciated  greatly. 

When  Cowan  assembled  the 
12,000  acres  for  Peachtree  City,  it 
was  nowhere— at  the  end  of  three 
RFD  routes.  Bessemer  paid  just 
over  $1  million  for  the  Peachtree 
property;  today  it  is  probably 
worth  about  $10  million.  Develop- 
ment has  made  the  difference. 

"The  way  you  add  value  to  land 
like  Peachtree,"  he  says,  "is  that 
you  give  it  a  reason  to  exist.  That 
means  that  any  money  we've  gotten 
from  sales  has  been  plowed  right 
back  into  the  place  for  the  lake,  the 
golf  course  and  the  sewers.  But  in 
order  to  be  able  to  do  that,  you 
have  to  have  long-term— 20-year— 
money,  like  the  Phipps  money,  or 
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For  successftil  money  management 
Disney  takes  its  hat  off  to  us. 


Family  entertainment  and  good 
clean  fun.  With  this  formula,  Walt 
Disney  Productions  has  built  a 
recreation  industry  that  today 
includes  the  230-acre  Disneyland 
complex,  and  that  soon  will  have 
the  27,400-acre  Walt  Disney  World 
open  in  Florida. 

But  when  it  comes  to  their 
corporate  cash,  the  Walt  Disney 


people  are  more  hard-headed  than 
lightheartcd.  That's  why  they 
often  turn  to  Bank  of  America. 

They  know  that  the  bank  that 
averages  $1.5  billion  every  day  has  ' 
an  enormous  variety  of  investment 
vehicles  on  hand  at  all  times.  And 
that  every  transaction  —  large  or 
small  —  is  handled  with  imagination. 
Plus  electronic  speed. 


If  you  would  like  your  corpon 
gash  surpluses  to  be  put  to  wori 
efficiently,  knowledgeably  and 
profitably,  why  not  call  the 
people  who  keep  Walt  Disney 
Productions  happy? 

BANKOF  AMERICA 

BANK  INVESTMENT  SECURITIES  DIVISiq 

San  Francisco  (415)  622-5680-Los  Angeles  (213)  6H3-4;j 
.W:^'  York  Corrfspondeni 
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The  Money  Men 


some  large  institution  behind  you, 
or  you're  going  to  fail.  That's  the 
biggest  hurdle  in  real  estate:  You 
can't  build  a  new  town  like  Reston 
or  Peachtree  on  five-year  money. " 

But  to  finance  other  expansion 
besides  Peachtree,  Cowan  needed 
outside  money,  and  so  he  broke 
one  of  Henr\  Phipps*  rules.  He  bor- 
rowed money.  By  that  time  he  had 
convinced  the  Bessemer  people  of 
the  advantages  of  limited  lever- 
age. In  a  sense  he  regarded  the  es- 
tate's borrowing  pou  er  as  one  of  its 
prime— and  most  neglected— assets. 

Cowan  sees  corporations  and 
other  big  institutions  with  their 
cash  flows  and  borrowing  power 
getting  more  and  more  into  real 
estate  development  as  the  providers 
of  long-term  capital. 

If  Phipps  Land  is  to  be  an  exam- 
ple for  other  institutions,  it  is  do- 
ing its  job  well.  Besides  Peachtree 
City,  it  has  built  Phipps  Plaza,  now 
occupied  by  such  stores  as  Tiffany, 
Lord  &  Taylor  and  Saks  Fifth  Av- 
enue. Under  Cowan's  direction 
Phipps  is  also  developing  an  Atlan- 
ta oflBce  park,  a  resort  at  Hilton 
Head.  S.C.  and  real  estate  in  Puer- 
to Rico.  It  also  is  one  of  Atlanta's 
largest  mortgage  bankers. 

Through  these  and  other  prop- 
erties, Phipps  Land's  asset  value 
has  grown  at  an  annual  rate  of 
about  15^.  Cowan  feels  that  this  is 
the  minimum  rate  of  growth  that  is 
acceptable  from  this  type  of  invest- 
ment. Such  a  rate  of  return  may  not 
match  the  wild  and  romantic  tales 
of  vast  killings  in  land  speculation. 
But  most  sensible  money  managers 
would  very  happily  settle  for  this 
kind  of  long-term  return  in  the 
stock  market— or  anywhere  else. 

Joel  Cowan  is  an  articulate  man, 
but  he  doesn't  dramatize  his  role. 
He  doesn't  think  of  himself  as  a 
bold  entrepreneur  in  the  Henry 
Phipps  mold.  Nor  as  a  real  estate 
innovator  like,  say,  William  Zeck- 
endorf,  whom  he  admires.  Cowan 
thinks  of  himself  rather  as  a  mem- 
ber of  a  new  real  estate  breed  that 
systematically  does  the  kind  of  job 
that  can  be  done  properly  only  by 
patient,  long-term  money.  Part  and 
parcel,  if  you  will,  of  the  whole 
trend  of  real  estate  development, 
away  from  the  wheeler-dealers.  It's 
not  a  romantic  vision,  but  it's  a 
sensible  one,  if  the  U.S.  is  to  get  on 
with  the  pressing  job  of  housing  a 
growing  population  and  providing 
it  with  recreational  facilities.  ■ 


Rockwell  Report 

by  Clark  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


No  businessman  can  ignore  the  massive  economic  factors  with  which 
economists  deal  or  the  effect  they  might  have  on  his  business.  How- 
ever, we  agree  with  one  of  the  country's  leading  —  and  frankest  — 
economists,  Pierre  Rinfret,  who  recently  noted,  "Economists  and  the 
information  they  provide  can  be  very  useful  to  management,  but  busi- 
nessmen should  not  let  economists,  or  their  ideas,  run  their  businesses." 

It  seems  particularly  good  advice  right  now,  when  most  businessmen 
are  puzzling  over  what  really  happened  to  the  economy  last  year  — 
and  are  looking  to  the  economists  for  predictions  of  what  is  likely  to 
happen  in  the  near-term  future. 

Factors  such  as  money  supply  and  other  government  economic 
policies  truly  do  affect  the  general  business  climate.  But  a  company's 
own  careful  planning  and  evaluation  of  its  specific  opportunities  are 
far  more  important  to  its  success  or  failure. 

In  Rockwell,  for  example,  the  classic  economic  indicator  of  housmg 
starts,  which  has  been  so  disappointing  until  recently,  has  not  stalled 
progress  in  our  power  tool,  gas  and  water  meter  businesses,  although 
in  part  all  depend  on  it.  Our  managers  in  these  areas  identified  specific 
segments  of  growth,  new  product  potential,  and  competitive  weak- 
nesses within  the  overall  "housing"  market  that  have  resulted  in 
significant  sales  increases. 

In  most  markets,  no  matter  what  the  trend,  there  are  likely  to  be 
"hot"  segments.  Our  goal  is  to  have  alert  managers,  leading  flexible, 
innovative  organizations,  which  can  capitalize  on  such  opportunities 
to  make  gains  even  in  the  face  of  overall  market  decline. 

Thanks,  Pierre,  for  reminding  us  that  there's  no  substitute  for  hard- 
headed  management  judgment  in  running  a  business. 


Growing  plants:  One  of  the  most 
recent  additions  we've  made  to  in- 
plant  facilities  doesn't  have  a  thing 
to  do  with  improved  manufactur- 
ing. But  it  has  a  lot  to  do  with  the 
customer.  The  new  facility,  in- 
stalled at  our  plant  in  DuBois,  Pa., 
is  a  high-pressure  closed  test  loop 
—  the  largest  in  the  gas  industry. 
The  loop  simulates  "in-house",  the 
widely  varying  pressure  conditions 
and  flow  rates  found  in  cross- 
country pipelines.  As  a  result,  we 
can  put  our  gas  meters  and  regu- 
lators through  accuracy  and  per- 
formance tests  that  are  impractical 
to  perform  in  the  field.  And  we  can 
assure  our  customers  of  reliable 


products  —  before  they  buy  them. 

Product  parade:  A  few  examples  of 
new  and  improved  products  from 
the  dozens  introduced  last  year  by 
Rockwell  give  a  good  insight  into 
our  diversity.  Item:  a  line  of  vari- 
able speed,  reversing  Ultradrills  for 
the  home  hobbyist  .  .  .  Item:  an 
atomic  power  station  valve  design 
. . .  Item :  second-generation  Turbo- 
Meters  to  measure  gas  .  .  .  Item: 
air-cooled  engines  for  both  plea- 
sure and  racing  snowmobiles.  We 
also  added  an  entirely  new  "busi- 
ness" to  our  list  with  the  acquisi- 
tion of  Smith-Blair,  makers  of  pipe 
repair  clamps  and  couplings. 


This  is  one  of  a  series  of  informal  reports  on  Rockwell  Manufacturing  Company,  Pittsburgh,  Pa.  15208, 
makers  of  measurement  and  control  devices,  instruments,  and  power  tools  for  32  basic  markets. 


rs  Rockwell 

MANUFACTURING  COMPANY 
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Inside  Critic 

Here's  a  president  who  criticizes  his  own  outfit 
and  wants  the  Government  to  help  him  change  it. 


Blue  Cross,  the  familiar  symbol  of 
the  health-care  insurers,  is  in  many 
ways  the  world's  biggest  insurance 
company.  It  had  78  million  policy- 
holders last  year  and  it  took  in  $5 
billion.  (Prudential  Insurance  Co.,  the 
next  biggest  insurance  company,  had 
only  48  million  policyholders  and  rev- 
enues of  S.3.8  billion.) 

But  if  Bhie  Cross  is  big,  it  isn't 
popular,  particularly  among  the  pol- 
icyholders who  have  watched  hospi- 
tal costs  soar  and  Blue  Cross  paper- 
work escalate.  Surprisingly  enough, 
Blue  Cross'  boss  agrees  with  his  un- 
happy clients.  "The  public  is  fed  up 
with  rising  costs,"  says  Walter  J.  Mc- 
Nerney,  president  of  the  Chicago- 
headquartered  Blue  Cross  Associa- 
tion. "And  rightfully  so,"  he  adds. 

One  reason  Blue  Cross  has  so  man\' 
critics  is  that  it  has  grown  far  bexond 
anyone's  wildest  dreams— in  size  and 
f\niction.  It  started  in  1929  in  Dallas, 
the  brainchild  of  Professor  Justin  Ford 
Kimball,  who  conceived  the  notion  of 
ha\ing  some  fellow  teachers  contrib- 
ute 50  cents  a  month  to  prepay  for 
21  days  of  hospitalization.  The  idea 
instantly  caught  on,  and  by  1932  com- 
munitywide  plans,  offering  a  choice 
of  hospitals,  were  in  force.  In  1933 
the  American  Hospital  Association 
adopted  and  promoted  the  concept 
(the  American  Medical  Association 
oppo,sed  it  until  1938).  By  1940 
there  were  6  million  members;  and 
that  is  when  the  growth  really  started. 

By    1961    there    were    59    million 


members,  when  McNerney  was  named 
president  of  the  reorganized  central 
agency  and  began  to  give  some  co- 
hesive direction  to  the  giant. 

There  are  about  80  separate  Blue 
Cross  plans,  organized  and  governed 
by  the  laws  of  the  communities  they 
serve.  Until  McNerney's  accession,  they 
operated  independently,  with  the 
BCA  little  more  than  a  trade  organi- 
zation. They  are  still  autonomous,  oi 
course,  but  more  and  more  influenced 
by  the  Blue  Cross  Association  and 
President  McNemey. 

McNerney,  46,  is  no  Johnny-come- 
lately  to  hospital  problems.  At  25  he 
was  a  hospital  administrator,  later  a 
professor  of  hospital  administration 
and  all  the  while  an  outspoken  cru- 
sader for  health-care  reform.  "That," 
he  says,  "is  wh\'  BCA  hired  me." 

Under  McNerney,  the  BCA  has  insti- 
tuted auditing  and  review  procedures 
and,  wherever  state  laws  would  per- 
mit, has  broadened  coverage  to  in- 
clude nonhospital  services.  That 
hasn't  had  much  effect  on  the  pa- 
tient's hospital  costs. 

The  problem  is  rather  basic:  By 
giving  people  money  for  hospital 
costs.  Blue  Cross  increases  the  effec- 
tive demand— and  rising  demand 
means  rising  prices  unless  something 
is  done  to  keep  costs  down.  Blue 
Cross,  unfortunately,  has  no  control 
over  costs;  only  demand.  It  still  re- 
imburses the  hospital  for  costs,  a  sys- 
tem that  Medicare/ Medicaid  have 
adopted.  This  hardly  encourages  hos- 


pitals to  control  expenses.  "Bolder 
programs  are  needed,"  McNerney 
says.  Two  possible  solutions:  1)  fixed 
fees;  2)  government  controls.  "Let's 
face  it,"  McNerney  goes  on,  "the 
health  field  lacks  so  many  of  the  com- 
ponents of  the  free  market  that  we've 
got  to  have  a  planned  economy.  That 
means,  among  other  things,  that  we 
must  Tiave  areawide  planning,  paying 
people  on  an  incentive  basis,  rather 
tjian  on  a  cost-plus  basis." 

'In  New  York  some  of  this  has  been 
accomplished,  partly  through  the  ef- 
forts of  Associated  Hospital  Service 
(the  name  of  New  York's  Blue  Cross 
plan,  the  nation's  largest)— with  a 
generous  push  from  New  York's  out- 
raged consumers. 

"New  York  now  has  more  areawide 
planning  than  anywhere,"  says  AHS 
President  J.  Douglas  Colman.  Since 
1964  the  state  has  reviewed  the  ne- 
cessity for  hospital  construction  and 
equipment  installation  and  has  cen- 
tralized some  services.  And,  since 
January  1970,  AHS  has  been  estab- 
lishing fixed  annual  payments  with 
hospitals,  in  advance,  within  which 
they  must  live. 

Result:  New  York's  hospital  costs 
have  increased  by  an  average  12.8^ 
per  year  in  1970  and  1971  (project- 
ed), compared  with  an  18.8%  per 
year  average  for  1968  and  1969. 

S/ow  Recovery 

That's  a  pitifully  small  beginning, 
and  no  one  knows  this  better  than 
McNerney.  But  he  has  some  formid- 
able opposition.  "The  AMA,"  he  says, 
"is  wary  of  incentive  compensation," 
as  it  is  of  many  of  his  proposals.  And 
many  hospitals  apparently  would 
rather  go  broke  than  give  up  their  pet 
projects. 

Then,  too,  McNerney  still  has  his 
local  plans  to  contend  with,  even  un- 
der stronger  central  direction.  In  1970 
the  average  Blue  Cross  plan  had  a 
board  onh  44?  of  whose  members 
were  from  the  general  public,  the 
rest  being  medical  or  hospital  people. 

"What  we  need,"  he  says,  "is  a  top- 
down  crunch  force.  A  question  we've 
got  to  have  answered  is  whether  the 
White  House  is  going  to  help."  He  is 
plugging  vigorously  for  federal  legis- 
lation to  force  action.  He'd  like  the 
Federal  Government  to  withhold 
health-care  funds  from  states  that  fail 
to  adopt  areawide  planning  and  other 
controls.  That  means  direction  from 
the  Department  of  Health,  Education 
&  Welfare,  and  HEW  so  far  has 
shown  no  inclination  to  act. 

"It's  conceivable,"  McNerney  says, 
in  a  clear  warning  to  standpat  med- 
ical men,  "that  the  public  could  get 
so  upset  as  to  force  less  palatable 
solutions."  ■  t 
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The  top  dog  never  stops 
improving  the  breed* 


First  Greyhound  ..^*:>''''""^^*^=*.  got  to  be  the 

world's  biggest  bus  line.  But  did  we  rest  on  our 
laurels? 

No  sir.  Next  we  successfully  diversified,  the  first 
motor  carrier  to  do  it. 

Did  we  ease  up  then  ? 

Not  by  a  long  shot.  Now  we're  ploughing  those 
diversified  profits  right  back  into  new  super- 
facilities. 

Like  a  two-block-long  garage  for  our  buses  in 
Manhattan. 

An  ultra-modern  Armour-Dial  canning  plant 
in  Ft.  Madison  and  a  great  new  Armour  meat 
processing  plant  in  Pittsburgh. 

With  many  more  millions  invested  in  ahead-of- 
their-time  bus  terminals,  and  more  in  the 
works.  All  built  with  our  own  funds,  not  the 
government's. 

And  you  know  why  we  do  it? 

We  like  being  top  dog.  And  nobody  ever  got 
there  by  running  with  the  pack. 

Greyhound 

We've  got  more  going  for  you. 


Marriage,  Swedish-American  Style 

A  U.S.  and  a  Swedish  company  are  going  after  more  of  the  utility 
market  in  a  Joint  venture  that  each  will  find  peirilous  to  quit 


What  is  unusual  about  a  thriving  lit- 
tle American  company  wanting  to  get 
bigger?  Nothing— unless,  that  is,  it 
goes  about  it  the  way  RTE  Corp.  of 
Waukesha,  Wis.  did. 

RTE  had  made  a  thumping  success 
turning  out  distribution  and  small 
power  transformers  in  its  three  plants 
in  Waukesha,  Pordand,  Ore.  and  Ar- 
lington, Tex.  In  its  fiscal  year  ending 
next  month  it  will  make  upwards  of 
34  cents  a  share  on  S56  million  sales, 
f.s.  1.3  cents  on  $10  million  a  mere 
seven  years  ago.  But  its  13%  share  of 
the  small-transformer  market  (which 
made  it  a  respectable  No.  Three  after 
General  Electric  and  Westinghouse) 
was  about  as  much  as  it  could  realis- 
tically hope  to  garner;  and  it  lacked 
both  the  knowhow  and  the  resources 
to  invade  the  lucrative  market  for  me- 
dium-sized transformers,  estimated  at 
S600  million  a  year. 

Moreover,  the  usual  ways  of  get- 
ting bigger  looked  strictly  unattrac- 
tive to  RTE  President  Rolland  D. 
Nelson.  To  Nelson,  either  merger  or 
absorption  by  a  conglomerate— even 
assuming  that  it  survived  the  Anti- 
trust Division's  baleful  scrutiny— was 
more  often  than  not  a  process  of  "put- 
ting companies  together  whether  they 
should  be  or  not.  I'm  antimerger  and 
anticonglomerate,"  he  goes  on,  "be- 
cause you  lose  too  much  identity." 
The  alternative?  Set  up  a  joint  ven- 
ture with  a  foreign  partner  who  had 
the  design  and  technical  skills  but 
lacked  RTE's  knowledge  of  the  U.S. 
utility  market. 

The  partner  that  Nelson  eventually 
picked  was  Sweden's  Allemana  Sven- 
ska  Elektriska  Aktiebolatet,  common- 
ly shortened  to  ASEA.  The  name 
means,  roughly,  Swedish  General 
Electric,  and  the  name  fits:  ASEA  is 
an  $800-million  company— a  giant  in 
an  economy  the  size  of  Sweden's— 
making  everything  from  home  appli- 
ances to  nuclear  power  plants.  ASEA's 
owners  and  managers,  primarily  from 
Sweden's  wealthy  Wallenberg  family, 
had  been  seeking  a  way  to  enter  the 
U.S.  utility  market.  So,  after  compara- 
tively brief  negotiations,  last  year  the 
two  companies  got  together  and 
formed  a  jointly  owned  U.S.  subsidi- 
ary, RTE-ASEA. 

Beffer  Sfay  C/ose 

The  problem  with  joint  companies, 
as  many  an  experimenter  with  the  de- 
vice has  found  out,  is  keeping  the 
owning  partners  working  together.  To 
make  sure  that  the\'  did,  the  parent 
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Economy  /Movemenf.  Preii- 
denf  Nelson  of  RTE  Is  sfill 
using  a  linoleum-fopped  desk, 
and  his  transformers  (below) 
have  largely  replaced  high- 
priced  copper  wUh  aluminum. 


companies  came  up  with  a  novel  con- 
struction. Each  partner  owns  half  the 
shares, in  the  subsidiary,  and  by  firm 
agreement  may  not  sell  any  of  its 
shares  to  an  outsider  nor  own  a  por- 
tien  of  the  shares  originally  issued  to 
the  other  partner.  Thus  equality  of 
position  is  guaranteed  as  long  as  the 
venture  remains  joint. 

In  the  event  of  disagreement,  either 
partner  may  offer  to  buy  all  the  oth- 
er's shares,  or  to  sell  all  his  shares  to 
the  other  partner.  The  other  partner 
must  then,  without  delay,  either  ac- 
cept the  offer  or  reverse  it.  Thus,  if 
partner  A  decides  to  buy  out  partner 
B  but  sets  the  offering  price  low,  he 
may  find  himseff  selling  out  to  part- 
ner B  at  that  price.  Or,  if  he  wants  to 
sell  out  to  partner  B  at  a  good,  stiff 
figure,  he  may  end  up  instead  as  the 
purchaser— at  that  good,  stiff  figure. 
As  Nelson  puts  it,  "Any  offer  auto- 
matically gives  the  other  party  the 
right  to  buy  or  sell  at  that  price.  You 
don't  know  what  he's  going  to  do, 
so  it  makes  buying  or  selling  extreme- 
ly unhkely." 

In  such  a  setting,  the  partners  have 
every  incentive  to  get  along  together, 
for  the  outcome  of  a  disagreement  is 
totally  unpredictable. 

So  far,  the  two  partners  are  work- 
ing determinedly  together.  Each  has 
put  up  $2  million  and  lent  the  joint 
company  $1  million  cash,  with  this  $2 
million  being  subordinated  to  a  bank 
loan  of  $6  million.  Of  the  total  $12 
million  capital,  $8  million  is  being 
used  to  build  a  new  plant  in  W^auke- 
sha.  Complete  mutual  dependence  is 
the  order  of  the  day.  "We're  entirely 
dependent  on  ASEA  for  certain  parts," 
says  Nelson,  "and  if  they  shut  off  the 
flow  of  technical  information,  we're 
dead."  On  the  other  hand,  ASEA  is 
equally  dependent  on  RTE  for  build- 
ing, staffing  and  operating  the  new 
plant  and  for  marketing  its  output. 

Setting  the  Goals 

That  output  should  start  flowing  to 
market  late  this  year  and  making  a 
contribution  to  profit  in  1973.  Within 
four  to  five  years.  Nelson  has  high 
hopes  that  the  joint  venture  will  be 
yielding  $15  million  to  $20  miUion 
sales  per  year;  eventually  the  sales 
volume  of  the  subsidiary  could  ex- 
ceed that  of  its  American  parent. 

And,  of  course,  the  more  success- 
ful the  joint  venture  is,  the  more  like- 
ly it  is  to  remain  jointly  owned.  The 
marriage  contract  is  guarantee  enough 
of  that.   ■ 
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The  National  Wine. 


glass  of  wine  on  the  house  is  an  old 
Tierican  tradition  at  AInnaden. 
And  from  Almaden's  vineyards  in 
e  rolling  foothills  of  the  El  Gavilan 
ountains  in  Paicines,  California, 
3mes  a  complete  line  of  fine  varietal 
ines  and  champagnes  that  are  the 
ation's  best.  Among  them:  Almaden's 
renache  Rose,  our  country's  largest 


selling  individual  varietal  wine. 

•Almaden  Vineyards  is  a  National 
company.  A  National  growth  area. 

National,  the  corporation  with  over 
$1  billion  in  sales,  that  also  serves  the 
liquor,  chemical,  metals  and  textile 
markets  at  home  and  abroad.  That 
employs  more  than  17,000  people. 
That  has  over  75,000  stockholders. 


That  has  a  corporate  objective  of  a 
20  per  cent  pre-tax  return  on  invested 
funds. 
That  calls  for  a  toast! 


NATIONAL  DISTILLERS  AND 
CHEMICAL  CORPORATION 

99  Park  Avenue,  New  York,  N.Y.  10016 


In  11130,  this 
was  the  shipper's 
best  friend. 


What  have  we  done  for  you  lately? 


Time  was  when  our  $4,000,  six-horsepower 
"Best  Friend  of  Charleston"  revived  that  city's  com- 
merce with  America's  first  regular  steam-powered 
rail  service.  Asa  shipper-oriented  rail  system,  we've 
continued  to  emphasize  service. 

In  1971,  we're  spending  $18  million  for  72 
diesel  locomotives  capable  of  160,000  horsepower; 
$58,000,000  for  3,953  freight  cars  of  all  types; 
millions  more  to  improve  our  Centralized  Traffic 
Control,  expedite  yard  traffic,  expand  microwave 
and  computer  capabilities,  and  continue  track  and 
roadbed  improvements. 

All  to  the  point  of  systematized  service,  to  help 
you  squeeze  the  waste  from  distribution.  And  we 
intend  to  keep  on  improving  service.  It's  in  our  sys- 
tem. Southern  Railway  System,  Washington,  D.C. 
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4/LlVAY  SYSrEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 
Support  ^STRO'  a  sound  Iransportation  pignfo  meet  tomorrow  s  needs,  . 


Let  the  Customer  Help 

Sir  Eric  Bo  water  did,  and  hi  is  customers  banl(rolled  him 
into  building  the  world's  biggest  newsprint  combine. 


|usT  a  generation  ago  it  was  a  small, 
family-ouned  paper  wholesaler  with 
S3O0.'O0O  assets.  Today  Britain's  Bo- 
water  Paper  Corp.  Ltd.,  with  assets  of 
S672  million,  is  by  far  the  world's 
largest  producer  of  newsprint.  Last 
vear  it  turned  out  2. .5  million  tons, 
twice  as  much  as  top  competitor  In- 
ternational Paper,  and  even  shaded  IP 
in  North  American  output.  Bowater 
supplies  over  10^  of  the  world's  news- 
papers, including  350  in  the  Ameri- 
can South. 

Two  things  make  this  record  doubly 
remarkable:  1 )  Britain  has  no  lumber 
industry  and  a  tiny,  stagnant  news- 
print market;  and  2)  Bowater  got  its 
customers,  including  prospective  ones, 
'o  finance  most  of  its  growth. 

The  man  who  alone  deserves  credit 
for  Bowater  s  achievement  is  the  late 
Sir  Eric  Bowater  (see  box),  and  his 
<;trateg>  is  perhaps  best  typified  by  his 
invasion  of  Newfoundland  and  the 
South  Looking  for  pulp  supply  to 
support  his  expanding  newsprint  out- 
put, just  before  World  War  II  he  was 
able  to  bii\  from  International  Paper 
(then  the  world's  top  newsprint  mak- 
er) the  big  but  troubled  pulp-and- 
paper  complex  at  Corner  Brook,  New- 
foiindland.  which  at  the  time  was 
limping  along  at  half  of  capacity. 

\V'ith  the  deal  went  cutting  rights 
to  11.000  square  miles  of  .Newfound- 
land, a  fourth  of  the  province.  But 
what  proved  still  more  valuable  were 
contracts  with  several  newspapers  in 
'he    South,    for    the    prospects    there 


SiB  Ebu  Bowater,  who  took  over 
his  90-year-old  family  company  in 
1927  when  he  was  32.  was  an  ele- 
gant man,  the  very  model  (as  an 
old  associate  put  it  recently)  of 
"the  aristocratic  English  gentleman. 
He  also  had  a  magnetic  personality, 
and  it  never  failed." 

He  used  it  early  to  persuade  Lord 
Rothemere,  publisher  of  the  mass- 
circulation  Dnih/  Mail,  both  to  en- 
ter a  partnership  to  build  a  news- 
print mill  and  to  contract  for  the 
mill's  output.  Later,  learning  that 
Rothemere's  rival  Lord  Beaver- 
brook,  publisher  of  the  Daily  Ex- 
press, was  planning  to  establish 
northern  editions  of  his  paper  and 
to  build  a  mill  for  them,  Sir  Eric 
talked  Beaverbrook  into  the  same 
kind  of  deal.  Then  he  bought  out 
both  Press  Lords  with  the  profits- 


were  fascinating.  The  Roosevelt  Ad- 
ministration had  been  pouring  money 
into  the  region.  As  a  result  the  South, 
long  a  poor  relation  of  the  rest  of  the 
U.S.,  was  beginning  to  boom— with 
predictable  impact  on  its  newspaper 
circulation  and  advertising. 

The   South    also   had   vast,    almost 
untapped    wood    resources.    Southern 


The  Spellbinder- 


Sir  Eric  Bowafer 
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pine  matures  in  20  to  30  years,  vs. 
60  to  70  for  Canadian.  This  meant 
that— other  things  being  equal— one 
acre  of  southern  pine  could  be  worth 
three  acres  of  Newfoundland  pulp- 
wood.  Moreover,  by  getting  its  pulp- 
wood  in  the  South,  Bowater  could 
likewise  save  the  cost  of  1,500  miles 
of  transportation. 

Sir  Eric  began  simultaneously  to 
put  together  a  package  of  forest 
leases  in  Tennessee  and  to  sign  up 
newspapers  in  the  South  to  unprece- 
dented 15-year  contracts.  Armed  with 
the  contracts,  the  company  was  able 
to  borrow  $45  million  at  4.5%.  Then, 
adding  $15  million  of  its  own,  Bo- 
water built  a  newsprint  mill  at  Cal- 
houn, Tenn.  to  supply  the  350  papers 
with  which  it  had  signed  contracts. 

When  the  Calhoun  mill  started  pro- 
duction in  1958,  there  was  some 
headshaking  at  the  fact  that  the  com- 
pany had  agreed  to  use  all  the  profits 
from  the  mill  to  pay  off  the  loan. 
"Yes,  there  were  some  criticisms,"  ad- 
mits Sam  Mann,  chief  of  Bowater's 
North  American  setup.  "But  the  main 
point  was  that  financing  on  that  scale 
was  possible  only  because  our  output 
was  backed  up  by  those  15-year  con- 
tracts." Calhoun's  profits  have  since 
enabled  Bowater  to  pay  off  the  loan, 
double  the  mill's  capacity  and  get 
back  almost  all  its  original  stake. 

Such  a  strategy,  if  successful,  can 
yield  a  fantastic  assets  buildup.  Count- 
ing its  $40-million  Catawba,  S.C.  mill 
built  in  1968— into  which  Bowater  put 


while  keeping  his  contracts  with 
both  of  them. 

Those  first  two  deals  in  Britain 
set  a  pattern  outside.  In  Nova 
Scotia,  Sir  Eric  bought  the  old 
Mersey  Paper  &  Pulp  Co.  by  selling 
a  49%  share  to  the  Washington 
Posf— which  also  contracted  for 
Mersey's  newsprint.  In  Belgium, 
Bowater  went  into  partnership  with 
Holland's  giant  Philips  Lamp  to 
build  a  corrugated-packaging  plant, 
with  Philips  contracting  for  40%  of 
the  output. 

Sir  Eric's  persuasive  gifts  died 
with  him  in  1962,  but  so  sound  was 
his  strategy  that  his  successors  have 
been  able  to  carry  it  on.  Even  to- 
day, Philip  Oppenheimer's  Anglo- 
American  Corp.  is  helping  Bowater 
finance  the  building  of  a  South  Af- 
rican newsprint  mill. 
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Founded  in  1931— 
the  year  of  the  bear 


// 


Forty  years  old 

and  growing  stronger 

than  ever. 

120  Broadway,  New  York,  N.Y.  10005  ■   Olhces  Coast  to  Coast 


just  $5  million,  honovving  the  rest  on 
the  strength  of  a  contract  to  supply 
the  Newhouse  newspaper  chain— the 
company  has  huilt  up  $180  million  in 
U.S.  assets.  Its  total  input:  $20  million. 

Despite  its  astounding  growth,  and, 
in '  part  perliaps  I)ecause  of  it,  Bo- 
water  is  far  from  the  most  profitable 
ol  the  newsprint  manufacturers.  Its 
sales  of  $643  million  last  year  pro- 
duced net  profits  of  $23.5  million,  or 
3.5%  of  total  assets.  By  contrast,  In- 
ternational Paper,  though  it  is  only 
I87c  newsprint  vs.  Bowater's  41%,  and 
therefore  is  not  directly  comparable, 
could  show  a  7.5%  return  on  assets. 

The  reason  foi-  Bowater's  lagging 
earnings  is  Britain.  Bowater  produces 
two-thirds  of  the  newsprint  made  in 
the  United  Kingdom  and  uses  $150 
million  in  assets  to  do  so,  but  on  this 
makes  almost  no  profit.  Britain's  press 
is  no  longer  a  booming  industry,  and 
it  makes  no  sense  today  to  produce 
newspiint  in  Britain,  which  must  im- 
port its  pulp.  Martin  Ritchie,  chair- 
man since  1969,  would  like  to  shut 
Bowater's  British  newsprint  mills,  but 
Her  Majesty's  Government  consideis 
them  strategic.  And  vou  don't  argue 
with  HMG. 

Offsetting  Britain 

As  an  alternative,  Ritchie  is  trying 
to  diversify  into  other  forest  products 
in  the  U.K.,  which  he  feels  could  les.s- 
en  the  newsprint  drag  and  bring  "a 
progressive  improvement  in  profits  in 
the  early  1970s."  Hence  Bowater's 
U.K.  partnership  with  Scott  paper  to 
make  tissues  and  disposables.  Ritchie 
is  also  expanding  in  Eiuope,  New 
Zealand  and  Africa.  His  main  target, 
however,  is  the  U.S. 

Bowater  now  has  17%  of  the  U.S. 
newsprint  market;  Ritchie  wants 
more.  For  while  the  company's  overall 
earnings  are  low  in  the  U.S.,  it  does 
about  as  well  as  the  average  domestic 
forest-products  company'.  To  fuel  its 
U.S.  expansion  plans,  Bowater  has 
taken  a  47%  position,  in  partnership 
with  Consolidated  Bathurst,  in  British 
Columbia's  Bulkley  Forest  Industries. 
Bulkley  in  turn  has  acquired  sole  cut- 
ting rights  on  10, ()()()  scjuare  miles  ol 
forest,  and  has  built  one  of  the  world's 
largest  sawmills  as  the  nucleus  of  an 
integrated  operation  combining  pulp, 
paper  and  other  forest  products. 

The  big  question  facing  Bowater  is 
whether  it  can  continue  to  find  other 
companies  to  finance  its  expansion. 
And  if  not?  "Equity  launching  is  a 
possibility,"  says  Mann,  "and  this  may 
well  arise  to  finance  further  expan- 
sion." There  is  no  choice:  Bowater 
inu.'it  find  the  money  to  expand  out- 
side Britain,  or  give  up  the  chance 
of  achieving  the  profitability  that  it 
regards  as  its  due.   ■ 
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d  sure  solution 
I  to  industrial  ■ 


free  your  capital 

enjoy  new  facilities 

increase  production 
efficiency 


The  Kentucky  Plan  can  answer  your  refinancing 
needs.  Select  from  193  communities  in  Kentucky 
featuring  a  total  of  582  choice  industrial  sites  .  .  . 
for  the  location  of  your  new  plant.  To  date  nearly 
a  billion  dollars  of  financing  has  been  provided  for 
incoming  Kentucky  industry  through  the  efforts  of 
local  Kentucky  communities.  Investigate  the  Ken- 
tucky Plan  today  by  calling  (502)  564-4270,  or  by 
writing  Paul  Grubbs,  Commissioner,  Department  of 
Commerce,  F-215,  Frankfort,  Kentucky  40601. 


Thousands  of  Productive  Hands  Available 

in  Areas  With  a  Minimum  of  Industrialization 


You  will  be  interested,  too,  in  Kentucky's 
86  "Dexterity  Centers."  These  are  areas 
in  Kentucky  where  large  pools  of  unused 
human  talents  exist.  Manufacturers  will 
want  to  investigate  those  communities 
which  possess  a  strong  capability  for  train- 
ng  this  talent  and  which  have  the  ability 
to  support  production  with  industrial  sites, 
facilities  and  transportation. 


BUILD  YOUR  FUTURE  IN  J^^ntllCl^ 


LOUIE  B.  NUNN 
Governor 


Within  a  day  of  70%  of  tiie  U.  S.  D/larl^et 


Faces  Behind  the  Figures 


lanen  of  Time  Inc. 


The  Old  Soldier 

Like  an  old  soldier  buckling  on 
his  sword  to  serve  his  country  once 
more,  Roy  E.  Larsen  at  71  has  re- 
turned from  retirement  to  the  cor- 
porate wars  at  embattled  Time  Inc. 
Larsen  is  the  last  survi\()r  among  the 
late  Henry  R.  Luce's  earliest  asso- 
ciates; it  was  Larsen  who,  in  1922, 
launched  the  crucial  early  circula- 
tion drives  for  the  fledgling  Time. 
Since  Luce's  death,  Larsen  has  been 
Time  Inc.'s  largest  individual  stock- 
holder, with  some  272,000  shares. 
(Onh  the  Luce  Foundation  has 
more.)  But  he  has  been  in  virtual 
retirement,  holding  the  honorarx-  ti- 
tle of  vice  chairman. 

Late  last  month  Roy  Larsen  was 
back  as  chairman  of  the  finance 
committee,  a  major  position  in  any 
big  company,  but  especialK'  so  in 
one  that  faces  serious  problems. 
And  Time  faces  problems,  perhaps 
the  greatest  since  Henry  Luce  and 
Briton  Hadden  launched  the  com- 
pan\  nearly  50  \ears  ago.  Twtc 
maga/ine  and  Tivw  liUcmatiniml 
are  still  huge  nione\ makers.  So  is 
Spurts  Illustrated. 

But  Life  magazine— losing  ad- 
vertising  dollars    to   TV-is    in    the 


red  to  the  tune  of  millions  of  dol- 
lars, and  Life  is  the  company's  big- 
gest single  property  and  a  major 
customer  of  its  paper  mills.  Soaring 
postal  costs  loom  as  a  major  threat 
to  all  the  magazines.  The  book  di- 
vision has  been  hit  by  the  slump 
in  the  book  business.  Still  haunting 
the  company  are  two  recent  cor- 
porate disasters.  General  Learning 
Corp.— a  joint  venture  with  General 
Electric-and  the  300,000  shares 
of  M-G-M  stock  that  Time  bought 
for  close  to  $60  a  share  in  1967 
and  now  sells  in  the  low  20s.  Time, 
no  longer  awash  in  cash  and  liquid- 
ity as  it  was  for  so  many  years,  has 
recently  announced  an  agreement 
to  sell  its  radio  and  TV  stations  to 
McGraw-Hill  for  .S80  million. 

Time's  profits  have  been  on  the 
slide  since  1966  when  thev  peaked 
at  $5.40  a  .share.  In  1969  they 
were  down  to  $2.81,  and  despite  ex- 
tensive cost-cutting  (including  the 
axing  of  Life  Intcnwtional) ,  1970 
probably  was  no  better. 

Perhaps  most  serious,  a  good 
many  people  have  thought  the\'  de- 
tected signs  that  the  Time  Inc.  or- 
ganization had  lost  its  esprit  de 
corps.  Business  Week  and  The  Wall 
Street  Journal  have  run  stories  sug- 


gesting there  was  more  to  Time's 
troubles  than  could  be  blamed  on 
the  business  recession. 

There  was  betting  last  month 
that  it  would  fall  to  Roy  Larsen  to 
rally  the  forces  and  give  them  new 
leadership.  (Daily  operations  at 
the  company  are  now  run  by  a  trio 
of  long-time  Time  Inc.  men.  Chair- 
man Andrew  Heiskell,  President 
James  Shepley  and  Editor-in-Chief 
Hedley  Donovan.)  Larsen  may  al- 
ready be  questioning  the  deal  to 
sell  the  radio  stations.  "We  haven't 
done  it  yet,"  he  told  Forbes. 

Would  it  fall  to  Larsen  to  bury 
Life  magazine,  source  of  so  many 
of  the  problems?  He  doesn't  talk 
that  wa>.  "I  think  the  facts  will 
show  that  it's  TV  which  is  really 
having  the  trouble  right  now,"  he 
said.  "TV's  audiences  are  being 
split  up.  I  think  the  need  for  maga- 
zines is  going  to  be  greater  rather 
than  less."  Besides,  Larsen  be- 
lieves the  recession  is  fading  fast. 
"It's  easier  to  keep  a  magazine  go- 
ing in  hard  times  than  to  start  one 
up,"  he  notes. 

Perhaps  the  real  question  is: 
Could  Larsen  kill  Life?  Says  he: 
"I  lo\c  all  the  magazines  as  I 
would  mv  children."  ■ 
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..leenc 
of  the  car  rental  counter 

intenosation. 


^^F\ 


TheTraveimax 

guaranteed 

Reservation. 

''our  time  is  too  valuable 
o  spend  around  a  car 
ental  counter.  So  when 
fou  make  a  reservation, 
ve  don't  waste  any  of  it. 
Ve  guarantee  you  a  car, 
nd  get  it  to  you  faster 
han  ever  before. 

That  means  most  of  the 
ime-consuming  paper 
vork  that  used  to  be 
lone  at  the  counter  is 
low  done  in  advance, 
•^ou  don't  get  the  third 


degree,  what  you  get  is 
a  clean  GM  or  other 
fine  car. 

National  makes  it 
easy.  Just  call  800-328- 
4567  toll-free  24  hours 
a  day  from  any  place  for 
a  guaranteed  car  any- 
where. 

We  call  this  new  ad- 
vancement in  our  guar- 
anteed reservation  pro- 
gram Travelmax  after 
Max,  our  computer,  who 
knows  where  every  one 
of  our  cars  is  every  min- 
ute. When  we  tell  you 


you've  got  a  car,  we 
know  it's  going  to  be 
there. 

Parts  of  our  Travelmax 
program  you  see.  What 
you  don't  see  are  the 
constant  improvements 
Travelmax  makes  in  our 
airport  procedures  that 
get  you  to  your  car  faster 
than  ever  before. 

Getting  you  away 
from  the  counter  quickly 


isn't  easy,  but  when  your 
business  is  taking  care  of 
customers,  it's  the  way 
you  do  things. 

Ride  with  us  and 
be  number  1 


How  Many  Major  Decision-Makers 
Have  Incomes  Of  Oniy  $15,000? 


Not  many,  we'll  bet.  Probably  most  have  incomes  over  $25,000.  And  really  big  decision-makers  may  have 
incomes  of  $50,000  or  more.  Yet  so  many  advertisers  are  asked  to  make  media  selections  based  on  the 
number  of  managers  reached  who  have  incomes  of  "$15,000  &  over." 

The  following  comparisons  from  the  current  subscriber  studies  of  FORBES  and  Business  Week  are  based  on 
latest  announced  rates  and  circulations.  They  indicate  the  numerical  superiority  and  greater  cost  efficiency 
which  FORBES  provides  to  advertisers  who  wish  to  base  their  media-buying  decisions  on  the  incomes  of 
subscribers  to  these  respective  management  magazines: 


Subscribers  with  incomes  of 
$15,000  and  over 

Total  number  reached 

Per  cent  of  total  subscribers 

Cost  per  black  &  white  page  per  thousand 

Subscribers  with  incomes  of 
$25,000  and  over 

Total  number  reached 

Per  cent  of  total  subscribers 

Cost  per  black  &  white  page  per  thousand 

Subscribers  with  incomes  of 
$50,000  and  over 

Total  number  reached 

Per  cent  of  total  subscribers 

Cost  per  black  &  white  page  per  thousand 

Average  subscriber  income 

Median  subscriber  income 


As  you  can  see,  FORBES  is  the  more  efficient  publication  even  at  the  $15,000  income  level.  However,  its 
competitive  cost  efficiency  and  numerical  superiority  increases  with  increasing  income  levels. 

Our  point  is  this.  Don't  base  media  decisions  on  a  publication's  reach  among  management  people  with 
$15,000  incomes... unless  $15,000  managers  are  on  the  executive  level  to  decide  if  their  company  buys 
what  you  sell.  Unlikely, 

Get  many  more  of  the  important  decision-makers  in  FORBES  at  far  less  cost  than  in  Business  Week. 
FORBES  readers  don't  just  own  American  business. 
They  run  it. 


FORBES 

Business  Week 

500,000 

80% 

$13.50 

485,750 

67% 

$18.24 

300,000 

48% 

$22.50 

217,500 

30% 

$40.74 

106,250 

17% 

$63.53 

58,000 

8% 

$152.76 

$37,135 

$25,900 

$24,455 

$19,500 

Forbes:  capitalist  tool 


Faces  Behind  the  Figures 


Musical  Chairs 

When  a  coMPAVi-  is  acquired,  its 
top  executives  begin  to  squirm.  Ev- 
ery day  they  fully  expect  their  re- 
placements to  begin  arriving  from 
their  new  parent's  headquarters. 

But  here's  a  case  where  the  ones 
who  lost  out  were  executives  of  the 
acquiring  company.  The  company 
they  took  over  ended  up  by  taking 
them  over. 

The  scene  is  Chicago.  The  com- 
pany. Consolidated  Foods,  the  huge 
($1.6-billion-sales)  outfit  founded 
by  Nathan  Cummings.  A  bit  over  a 
year  ago,  the  board  of  directors  re- 
placed Consolidated's  Chairman 
William  Hewlett  with  President 
\\'illiam  A.  Buzick  Jr.  And  who  got 
all  of  the  top  jobs  under  Buzick? 
Not  Consolidated  men,  but  execu- 
tives from  Electrolux,  a  much 
smaller  company  ( a  maker  of  vacu- 
um cleaners)  that  Howlett  had 
acquired  for  Consolidated  just  a 
year  earlier.  As  president,  Buzick 
appointed  William  Teets,  who  had 
been  chairman  and  chief  execu- 
tive officer  of  Electrolux. 

Two  other  Electrolux  men  got 
top  jobs:  Edward  E.  Walsh,  as  ex- 
ecutive vice  president   for  finance 


Buzick  of  Consolidated  Foods 


and  administration,  and  Charles  A. 
McKee,  as  group  vice  president  for 
Electrolux  and  Fuller  Brush,  a 
company  that  Consolidated  had  al- 
so acquired. 

Forbes  asked  Buzick  about  this 
strange  game  of  musical  chairs. 
"I've  been  waiting  for  someone  to 
ask  me  that,"  Buzick  replied.  "But 


it  doesn't  mean  anything  except 
that  they'ie  all  very  able  men. 
Electrolux  was  blessed  with  depth 
in  management." 

Maybe  .so,  but  we  wonder 
whether  Consolidated's  former  top 
men  knew  what  they  were  letting 
themselves  in  for  when  they 
bought  Electrolux.   ■ 


"Some  Impact" 

WiLLiA.M  L.  Peterson,  48,  a  25- 
year  truck  veteran  and  vice  presi- 
dent of  White  Motor's  lucrative 
truck  division,  isn't  going  to  work 
these  days.  Not  that  he's  fired:  It's 
just  that,  having  repeatedly  refused 
to  resign,  he  has  been  asked  to  stay 
away  from  his  office  for  the  present. 
Why  the  house  arrest?  Because 
of  a  mutinous  press  release  issued 
this  January  by  his  lawyer  to  the 
news  media,  the  Securities  &  Ex- 
change Commission,  the  Justice 
Department,  White  Motor  and 
White  Consolidated.  Blasting  the 
proposed  White-on-White  merger, 
Peterson  sought  to  delay  White 
Motors  Jan.  18  shareholders'  meet- 
ing. White  Consolidated  executives 
were  already  in  complete  charge, 
he  said.  They  had  caused  the  lay- 
off of  substantial  numbers  of  key 
engineering  people,  and  were  plan- 
ning to  close  down  the  main  truck 
plant  on  Jan.  18  for  at  least  a  week. 
"The  truck  division  is  being  un- 
fairly penalized  for  the  problems  in  ' 
farm  equipment,"  said  Peterson 
(Forbes,  Not;.  1).  A  White  Mo- 


Peterson  of  White  Motor 


tor  spokesman  retorted  Peterson 
was  angry  because  he  was  to  be 
demoted  to  truck  sales  manager. 

Peterson  knew  he  was  putting 
his  job  on  the  line,  but  he  flatly 
denied  that  he  lias  lined  up  another 
one  or  that  he  has  had  any  contact 
with  the  two  dissident  White  Mo- 
tor shaieholder  groups.  "I  just 
called  a  spade  a  spade,"  he  says. 

At  first  this  spade-calling  seemed 
to  have  no  eliect,  as  both  compa- 
nies' shareholders  met  and  ap- 
proved the  merger.  But  near  the 
end  of  January,  just  two  days  be- 
fore the  merger  was  to  have  been 
consummated,  the  Justice  Depart- 
ment sued  to  prevent  it,  noting 
both  that  the  two  companies  com- 
peted with  each  other  and  that 
White  Consolidated  held  a  big  po- 
sition in  White  Motor  competitor 
Allis-Chalmers. 

Did  Peterson's  press  release  help 
trigger  Justice's  move?  "The  matter 
was  under  consideration  long  be- 
fore Mr.  Peterson  made  his  state- 
ment," says  Justice's  Badia  Rashid. 
But,  he  adds,  "When  a  member  of 
management  opposes  a  merger,  it 
does  have  .some  impact."  ■ 
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Faces  Behind  the  Figures 


/\1ose/ey  and  Kole  of  REA  Holding 


Executive  Jungle? 

There  has  been  blood  on  the 
boardroom  floors  lately,  with  more 
executive  firings,  abrupt  departures 
and  quittings-in-a-huff  than  even 
most  old-timers  could  recall.  Most 
of  die  departed  maintained  a  dis- 
creet silence.  But  not  Spencer  D. 
.Mosele\-,  who  was  forced  to  quit 
last  month  as  chairman  of  REA 
Holding  Co.  Ha\ing  been  through 
it  all  before  (he  resigned  the  presi- 
dency of  General  American  Trans- 
portation after  a  dispute  a  few 
years  back),  Moseley  is  outspoken- 
ly bitter.  He  wasn't  exactly  fired, 
but,  lie  says,  he  was  forced  from 
the  executive  suite  into  a  spare  of- 
fice with  only  a  desk  and  telephone. 
Moseley's  problems  grew  appar- 
ently out  of  a  basic  disagreement. 
REA  Holding's  chief  business  is 
REA  Express,  Inc.,  which  delixers 
36  million  small  shipments  a  \ear 
to  the  nations  offices  and  homes. 
REA  was  bought  two  jears  ago  b\'  a 
group  of  moncN  men  from  the  ma- 
jor railroads  thai  formerly  owned 
it.  Mo.seley  \\  anted  his  l)ackers  to 
take  the  long  \  iew.  (o  put  ii\  more 


money  and  absorb  some  losses  in 
the  interests  of  a  major  turnaround. 
At  least  some  of  the  backers,  how- 
ever, seemingly  wanted  fast  action, 
not  a  slow  rebuilding.  But  what- 
ever the  policy  differences,  what 
really  hurt  was  that  Moseley's  suc- 
cessor—and one  of  the  group  that 
forced  him  out— was  a  man  he  him- 
self had  hired. 

Says  Moseley's  successor.  Presi- 
dent Tom  Kole:  "Moseley  should 
have  seen  what  was  coming.  He 
wasn't  listening.  He  thought  that 
the  key  investors  ought  to  sink 
more  in  the  company  and  then 
stand  back  for  four  or  five  years 
while  he  ran  the  show.  It  doesn't 
work  that  \\  ay." 

Moseley,  51,  is  a  personally 
wealthy,  onetime  (1942)  captain 
of  the  Yale  football  team.  His  suc- 
cessor is  cut  from  very  different 
cloth.  Kole,  40,  worked  first  as  a 
customer's  clerk,  then  as  a  super- 
intendent for  a  trucking  company, 
only  later  attended  Michigan 
State.  He's  a  nuts-and-bolts  kind  of 
executive;  Moseley  is  more  the  cap- 
tain-of-the-team  type.  The  original 
idea    was    that    both    t\pes    were 


needed,  but  as  REA's  losses  con- 
tinued, the  investors  became  impa- 
tient. For  the  $330-million-sales 
company,  they  had  paid  only  $2.5 
million  and  were  obviously  unpre- 
pared for  long,  serious,  heavy  op- 
erating losses.  They  weren't  pre- 
pared to  risk  having  their  shoe- 
string grow  into  a  noose. 

Biggest  among  the  backers  was 
Wall  Street's  rough,  tough  Charles 
Allen,  whose  firm  currenth  owns 
about  33%  of  REA's  stock.  Another 
block  sits  with  Bessemer  Securities, 
the  Phipps  family  holding  compa- 
ny {see  p.  45).  Allen  demanded 
two  men  on  the  REA  board. 

Moseley  blames  his  ouster  on  Al- 
len. His  successor,  Kole,  confirms 
that  Allen's  people  discussed  with 
him  the  desirability  of  a  change  at 
the  top.  Does  Kole  feel  guilty  for 
helping  oust  the  man  who  gave 
him  liis  opportunity?  Not  really. 
"Opportunity?"  Kole  repeats  wiyly. 
"Moseley  aho  gave  me  the  oppor- 
tunity to  work  24  hours  a  day  and 
risk  my  reputation  in  what  was 
then  a  lemon."  Says  the  ousted 
Moseley  sadly:  "The  business 
world  is  a  jungle."  ■ 
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These  mineral  deposits 
make  it  important  to  find  new  ones. 


It  used  to  be  that  when  an  auto- 
mobile hit  the  scrap  heap,  two 
things  went  with  it.  Years  of  service 
and  large  quantities  of  the  earth's 
raw  materials. 

The  years  of  service  cannot  be 
salvaged.  But  much  of  the  raw 
materials  can. 

Even  so,  reclamation  of  scrap 
metal  alone  cannot  meet  today's 
growing  global  needs. 

We're  helping  in  the  discovery 
of  new  sources  of  raw  materials. 

Satellite  mineral  mapping 

One  of  our  companies  is  at 
work  on  an  instrument  that  will 
provide  a  new  method  of  mapping 
the  earth's  mineral  formations. 
It  will  measure  the  heat  radiated 
day  and  night  from  the  earth's 
surface. 

This  instrument  will  be  used 


aboard  NASA's  polar-orbiting 
Nimbus-E  satellite  at  an  altitude 
of  about  600  miles.  It  will  pinpoint 
infrared  radiation— rays  emitted 
with  varying  degrees  of  intensity— 
from  basic  and  acidic  mineral 
deposits  within  a  650-yard  square. 

Satellite  weather  reporting 

Another  of  our  space  develop- 
ments is  aboard  NASA's  Nimbus  IV 
meteorological  satellite. 

It's  a  daytime  space  camera 
system  in  polar  orbit  at  a  speed  of 
16,380  miles  per  hour.  In  a  24- 
hour  period,  it  collects  and  trans- 
mits images  of  worldwide  weather 
patterns  for  a  complete  cloud 
cover  map  of  the  earth. 

ITT  and  you 

Developments  like  these  come 
about  because  we  are  a  diversified 


company,  able  to  afford  and  man- 
age the  cycles  of  investment  and 
research.  Whether  it's  developing 
more  nutritious  food  products  for 
undernourished  children.  Or  help- 
ing to  find  new  deposits  of  raw 
materials  for  your  1980  automobile. 

International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 

ITT 

SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


Introducinglelecopiei: 


Jpecial  delivery  by  phone 


Special  delivery  by  phone  is 
about  a  thousand  times  faster  than 
special  delivery  by  mail.  And  many 
times  faster  and  more  reliable  than 
messenger  services. 

Telecopier  can  send  anything 
that  can  be  sent  by  wire  and  many 
things  that  can't.  Like  floor  plans, 
designs,  diagrams  and  pictures. 
And,  by  sending  or  receiving  an  ex- 
act copy  of  a  document  by  Tele- 
copier, there's  never  any  time 
wasted  transcribing  information  or 
tracing  errors  that  can  occur  with 
other  methods. 

It's  as  easy  as  talking  by 
phone.  In  fact,  you  make  voice  con- 
tact on  the  phone  first,  then  slip 
your  letter,  chart,  photograph  or 
other  document  into  the  Telecop- 
ier. Put  the  phone  receiver  into  the 
Telecopier  cradle.  Four  minutes 
later  an  exact  copy  rolls  out  of  the 
Telecopier  at  the  other  end. 

The  cost  for  this  phenomenal 
delivery  is  far  from  phenomenal. 
You  can  rent  Telecopier  by  the 
month  for  the  price  of  a  good 
potted  plant. 

Telecopier  is  a  special  deliv- 
ery, today.  Because  oif  the  way  it 
improves  on  every  other  kind  of 
message  service,  it  will  be  stand- 
ard delivery  tomorrow. 


XEROX. 


"The  Board  wants  me  to 
refund  our  short-term  debt. 

"Where  do  I  go  for  $100 
million  in  this  market?" 


A  lot  of  companies  are  taking  a  long, 
hard  look  at  their  balance  sheet. 

They're  converting  short-term  liabil- 
ities into  long-term  debt  at  an  unprece- 
dented pace.  And  the  resulting  competi- 
tion for  money  is  fierce. 

In  a  market  like  this,  the  choice  of 
the  right  underwriter  isn't  just  impor- 
tant. It's  vital. 

Here's  how  we  can  try  to  help. 


In  1970  we  managed  or  co-managed 
88  straight  debt  corporate  offerings 
totalling  $4.7  billion.  Despite  the 
tight  money  market. 

Even  at  the  height  of  the  corporate 
money  crunch,  we  found  ways  to  sell 
bonds.  In  fact,  1970  was  a  record  year 
for  Merrill  Lynch's  Investment  Bank- 
ing Division.  Of  the  $4.7  billion  in  bond 
offerings  we  managed,  we  sold  $794  mil- 


lion ourselves.  45  percent  more  than  we 
committed  for.  And  in  56,115  separate 
transactions. 

How  did  we  do  it?  Partly,  through 
our  distribution  system. 

Even  before  forming  a  syndicate,  our 
Investment  Bankers  have  a  built-in  po- 
tential market  of  1.5  million  of  our  own 
customers.  Serviced  by  a  network  of 
over  275  offices.  And  by  more  than  4,900 
institutional  and  retail  Account  Execu- 
tives. 

We  stay  in  constant  contact  with 
virtually  all  the  major  financial  institu- 
tions. Plus  thousands  of  smaller  ones, 
like  regional  insurance  companies, 
small  banks,  and  middle-sized  pension 
funds.  That  extra  distribution  becomes 
an  absolute  blessing  when  the  volume 
of  offerings  is  too  big  for  the  major  in- 
stitutions to  handle  alone. 


'  Our  network  of  offices  also  helps  us 
take  a  better  pulse  of  the  market 
when  we  handle  a  negotiated  under- 
writing. 

Merrill  Lynch  doesn't  believe  it's 
enough  just  to  sell  out  an  issue  in  one 
day,  take  a  bow,  and  collect  a  fee.We  use 
our  market  reach  to  get  the  best  price 
we  can  for  every  debt  issue  we  handle. 

As  soon  as  your  registration  is  filed, 
we  start  sending  wire  flashes  to  our  of- 
fices here  and  abroad.  And  our  Account 
Executives  start  looking  for  possible  in- 
dications of  interest. 

That's  where  our  275  offices  come 
in.  We're  not  restricted  to  just  the  major 
financial  centers. We  can  take  the  pulse 


of  the  market  nationally.  From  New 
York  to  Albuquerque. 

Another  thing  that  helps  us  price 
and  sell  bonds  is  our  experience.  Not 
just  with  bonds,  but  also  with  other 
kinds  of  securities. 

We  average  a  new  underwriting 
every  three  days.  And  we're  major  deal- 
ers in  commercial  paper,  government 
bonds,  C.D.'s,  and  other  fixed  income 
securities  that  may  affect  the  market 
for  corporate  bonds. 

Merrill  Lynch  is  equipped  to  help 
you  in  many  other  areas  of  money 
management. 


Cash  management,  for  example.  We 
can  help  you  try  to  improve  the  perform- 
ance of  your  cash  portfolio.  We  make  a  i 
market  in  all  types  of  money  market 
securities.  And  handle  a  wide  choice  of  \ 
maturity  dates  for  each  kind  of  instru-i 
ment. 

We  can  also  help  you  try  to  improve  • 
the  performance  of  your  pension  fund. 

Or  design  a  commodity  futures  pro- 
gram to  help  control  your  raw  material 
and  inventory  costs. 

Or  arrange  a  sale-and-leaseback  to 
increase  your  cash  resources. 

To  talk  about  underwriting,  or  most 
any  area  of  money  management,  just 
contact  Thomas  L.  Chrystie,  Vice  Pres- 
ident and  Director  of  our  Investment 
Banking  Division.  You  can  reach  him 
on  his  direct  line  at  (212)  269-1225.  Or 
write  Merrill  Lynch,  Pierce,  Fenner& 
Smith  Inc.,  70  Pine  Street,  New  York, 
N.Y  10005. 


Merrill  Lynch  Services  for  Management 
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The  Forbes  Index 


preliminary 


by  National  Bureau  ol  Economic  Resea-  ^ 


Composed  of  the  following 
Production 

•  Ho*  much  are  we  producing?  (feoerai  Re- 
seue  Board  index  ol  industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
tOepi  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building''  iDept    ol 


Commerce  privately  owned  housmg  starts) 
Consurrtplion 

•  How  much  are  people  spending?  (Dept  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt'  (Federal  Reserve  net  change  m  con- 
sumer installment  debt) 

•  How  costly  are  services''  IDepi  ot  Commerce 


NOV 136.3 

DEC 13t.5 

JAN 132.4 

FEB 130.9 

MAR 129.0 

APR 127.8 

MAY    126.1 

JUNE 125.8 

JULY  127.2 

AUG 126.4 

SEPT 125.4 

OCT 121.9 

NOV 119.5 

DEC.  (prel.)     118.0 


service  price  index  related  lo  the  consumer 
price  index  I 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S 
Depi.  ol  Labor  initial  unemployment  claims) 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


The  Quiet  Roar 


^  i 


J.^NLAHY  was  a  most  remarkable  month 
for  Wall  Street.  TradiiiR  \olunie 
on  the  New  York  Stock  E.xchaiige  set 
new  records  for  a  day  (21.6  million 
shaies),  a  week  (100.9  million)  and 
a  month  (.348.6  million).  The  Dou 
Jones  industrial  stock  average  gained 
29!;  p  )itits,  or  3.5'/,  which  is  not  very 
much  considering  the  huge  amount 
of  stocks  changing  hands.  Formerly, 
a  2()-miIlion  share  day  was  a  rare 
headline  event,  with  the  tape  running 
far  behind  transactions  on  the  floor. 
Last  month  there  weie  four  such  da\  s, 
but  the  market  was  quiet  and  order- 
ly, often  with  only  fractional  price 
changes  even  for  the  most  active 
stocks.  If  this  is  a  bull  market,  as 
most  of  us  believe  it  is,  its  roar  is 
almost  inaudible. 

What  is  the  explanation  for  this 
strange  phenomenon?  Do  people  now 
ha\e  ice  water  in  their  veins  instead 
of  blood?  Apparently.  Most  of  the 
trenientlous  volume  represents  trades 
among  institutional  investors— banks, 
insurance  companies,  pension  trusts 
and  mutual  funds.  Scores  of  large 
blocks  are  changing  hands  daily,  mov- 
ing from  one  institutional  portfolio  in- 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock   Exctiange   firm   of   Havenfield   Corp. 


to  another.  The  rationale  behind 
these  decisions  is  usually  obscure. 

The  public  has  not  come  back  into 
the  market  to  any  great  extent,  other- 
wise  the  tape  would  be  running  late 
much  of  the  time;  price  fluctuations 
would  be  wider;  and  turnover  on  the 
Amei*ican  Stock  Exchange  would  be 
relati\ely  much  greater.  I  am  not  sure 
why  the  individual  investor  remains 
so  reluctant  to  participate.  Perhaps 
his  confidence  was  shaken  so  badly 
that  he  prefers  the  safe  haven  of  a 
savings  account.  Perhaps  he  is  still 
stuck  with  bad  situations  and  hopes 
to  get  out  even.  Or,  perhaps,  and  this 
may  be  the  most  important  reason,  he 
reads  the  papers  and  just  can't  believe 
tliat  this  market  is  the  real  McCoy. 

Who  can  blame  him?  Inflation  is  as 
bad  as  ever;  uneinployment  remains 
high;  almost  all  economic  statistics 
are  unfavorable  (except  those  which 
reflect  the  end  of  the  GM  strike); 
and  many  corporate  earnings  reports 
for  1970  are  even  more  dismal  than 
had  been  predicted.  The  picture  will 
look  a  lot  brighter  a  few  months  from 
now,  if  the  Administratii^i  has  its 
way.  Unless  a  calamity  occurs  in 
Cambodia,  the  Near  East  or  elsewhere 
in    the    world,    we    can    expect   only 


soothing  good  news  from  Washington. 
The  money  that  is  needed  to  prime 
the  pump  and  to  get  things  rolling 
again  will  be  available.  It  is  this  pros- 
pect, as  well  as  the  surplus  of  invest- 
ment funds,  both  here  and  abroad, 
which  is  nourishing  this  bull  mar- 
ket. There  are  times  when  credit  con- 
ditions have  a  much  greater  influence 
on  the  stock  market  than  price/ earn- 
ings ratios. 

Distorted  Earnings 

When  a  coinpany  has  had  a  poor 
year,  its  management  believes  that 
it  does  not  make  much  difference  how 
bad  the  figures  are  which  it  will  show 
in  its  annual  report.  The  market  has 
already  done  the  damage  ic  the  price 
of  its  stock,  so  it  may  be  just  as  weii 
to  forget  about  this  lou.sy  year  and 
charge  oil  all  the  accumulated  sins 
and  mistakes  of  the  past.  I  have  never 
before  seen  so  many  "special  items." 
The  amounts  involved  are  often  huge, 
which  confirms  the  suspicion  that 
profits  must  have  been  overstated  in 
prior  years.  Bad  plant  investments  are 
wiped  off  the  books;  R&D  expendi- 
tures that  had  been  capitalized  are 
now  being  charged  to  P&L;  and  ob- 
solete inventories  are  marked  down  to 
realistic  values. 

All  these  bookkeeping  gimmicks  not 
only  make  1970  look  even  worse  than 
it  was,  but  they  also  make  it  easy  to 
show  vastly  improved  results  from 
here  on.  If  one  starts  out  with  a 
clean  slate,  there  won't  be  any  need 
for  special  write-offs  this  year  and 
profits  will  improve  as  by  magic.  It  is 
a  continuing  process  of  distortion.  At 
first,    earnings    are    overstated;    then 
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DIRECTED  TOWARD  -  « 

growth 

of  your  investment  portfolio  both  in 
terms  of  INCOME  and  APPRECIA- 
TION, Babson's  Investment  Apprais- 
al &  Review  Service  offers  you: 
Portfolio  Analyses,  Appraisals  and 
Reviews  on  your  Investments  every 
90  days,  Continuous  Supervision, 
Consultation  Privileges,  Weekly  In- 
vestment Bulletins.  All  for  only 
$384  a  year  regardless  of  the  port- 
folio value.  Recommended  portfolio 
range:  $25,000  to  $250,000. 
Backed  by  Babson's  Reports  Inc., 
one  of  the  Country's  most  experi- 
enced investment  advisory  organiza- 
tions whose  advice  over  the  years  has 
influenced  the  investment  of  billions 
of  dollars.  Mail  coupon  for  free 
brochure. 


Please  send  A  &  R  Service  brochure. 

F-317 

Name — 

Street  &  No . 


City. 


State Zip 


^1^ 


BABSOIV'S  REPORTS 

INVESTMENT  MANAGEMENT  DIV. 
WELLESLEY  HILLS,  MASS.  02181 


HOW  DOES  FUNDSGOPE 
RATE  YOUR  FUND? 

FundScope,  the  monthly  mutual  fund 
magazine,  uncovers  data  that  will 
startle  many  fund  shareholders. 

For  example,  of  437  mutual  funds 
rated  by  FundScope,  only  13  are  rated 
above-a\/erage  for  Growth— Income- 
Stability  combined.  Not  one  is  a  bal- 
anced fund.  Of  the  13,  3  are  Growth 
funds;  8  are  Growth-Income  funds;  2 
are  Income  funds.  Two  of  the  13  are 
No-Load  funds. 

This  is  just  one  sample  of  the  sur- 
prise in  store  for  you  in  FundScope's 
42-page  analysis,  "Mutual  Fund 
Performance,  Rated  by  Investment 
Objective,"  yours  with  a  Trial  Sub- 
scription to  FundScope,  a  thinking 
man's  guide  to  mutual  funds. 

SPECIAL  OFFER:  (new  trial  subscribers  only) 
Send  just  $17  for  a  3-month  trial  sub- 
scription to  FundScope,  PLUS— 3  big 
bonuses  includingthe  356-page  1970 
Mutual  Fund  Guide,  the  new  Bible  of 
the  fund  industry  with  all  the  vital 
information  you  need  on  over  400 
funds.  (THIS  GUIDE  ALONE  SELLS 
FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you 
prefer  the  above  offer  with  a  money-saving 
14-month  subscription,  send  $50.00  (10 
day  returnable  guarantee).  Include  ZIP. 
No  salesman  will  call. 

FundScope,  Dept.  F-10,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Cal  90067 


comes  the  cleanup;  and  then  the  cy- 
cle starts  all  over  again  with  over- 
stated profits.  Not  all  investors  can  be 
accountants,  but  they  should  be  able 
to  read  and  understand  the  financial 
statements  in  the  annual  report,  es- 
pecially the  footnotes.  If  anything 
looks  unusual  or  fishy,  be  on  guard. 

Fallen  Hero 

Not  many  years  ago  Addresso- 
graph-Multigiaph  was  an  A-rated 
blue  chip— not  exactly  an  IBM,  hut 
well  regarded  by  investors.  Then, 
about  a  year  ago,  profits  began  to 
evaporate,  and  by  now  they  may 
have  vanished  altogether.  The  divi- 
dend was  cut  from  $1.40  to  60  cents, 
and  even  this  modest  rate  looks  shaky. 
As  is  usually  the  case  when  disaster 
strikes,  you  change  the  man  at  the 
helm.  The  new  man  to  run  Addresso- 
giapli  is  Charles  L.  Davis,  formerly  an 
executive  vice  president  of  Honeywell, 
and  23  years  vouTiger  than  his  74  ( ! )  - 
year-old  predecessor.  I  doubt  that  Mr. 
Davis  w.)uld  have  taken  on  a  hope- 
less cause,  and  1  wonder  whether  Ad- 
dressograpli,  now  selling  under  30, 
may  not  be  an  intriguing  turnannnid 
speculatioTi. 

There  is  no  assurance,  of  course, 
that  a  new  management  can  solve  all 
the  proI)Iems  and  restore  health.  A 
cla.ssic  example  is  the  fate  of  Fair- 
child  Camera,  which  in  1968  raided 
Motorola  for  a  whole  team  of  execu- 
tives headed  b\-  Lester  Hogan.  As  far 
as  the  stock  market  was  concerned, 
the  magic  worked  and  the  price  of 
FCI  shot  up  to  over  100.  But  now, 
with  the  semiconductor  business  in  a 
slump,  Fairchilds  losses  are  greater 
than  e\er  and  the  stock  now  sells  in 
the  20s. 

Some  time  ago  I  commented  favor- 
ably on  Trans-Union,  whose  mundane 
tank  car  leasing  business  (which 
provides  earnings  stability)  is  inter- 
estingly spiced  by  its  other  activities, 
particularly  in  the  field  of  water  and 
waste  purification.  Earnings  last  year 
of  $2.11  a  share  came  up  to  expec- 
tations, comparing  favorably  with  the 
$1.98  lor  the  preceding  year.  1  con- 
tinue to  like  Trans-Union,  now  sell- 
ing in  the  mid-3()s. 

So  long  as  residential  construction 
costs  remain  as  high  as  they  are— and 
I  see  little  hope  for  a  change  of  at- 
titude b\'  the  various  unions  or  for  a 
general  modernization  of  building 
codes— the  mobile  home  has  a  definite 
place  in  our  economy,  and  the  well- 
managed,  soundly  financed  manufac- 
tniors  should  do  well.  M\'  first  choice 
is  Shjlinc  Corp.  The  company  is  free 
ol  long-term  debt  or  any  other  senior 
securities,  and  it  has  an  excellent  rec- 
ord of  steadily  rising  per-share  earn- 
ings.  For   the  fiscal   \ear  endiny   Ma\ 


31,  1971,  profits  of  $1.25  to  $1.30  are 
expected,  comparing  with  99,  77,  40 
and  20  cents  for  the  four  preceding 
years.  It  is  a  little  early  to  project  into 
the  1971-72  fiscal  year,  but  earnings 
in  the  $1.40- $1.50  range  seem  attain- 
able. Skyline  stock,  at  29,  is  not 
cheap,  but  it  has  had  a  fair-sized  re- 
action from  its  December  high  of  34% 
and  seems  to  be  in  a  suitable  buying 
range.  Although  dividends  have  been 
paid  for  a  decade,  the  return  is  nomi- 
nal at  the  present  20-cent-a-year  rate. 
In  contrast  to  the  majorit\  of  chem- 
ical companies,  Aflas  Chemical  Indus- 
tries maintained  its  earnings  level  close 
to  the  1969  peak  of  $1.61  a  share. 
This  comparatively  favorable  showing 
reflects  the  growing  importance  of 
pharmaceuticals,  which  now  account 
for  about  one-fiftli  of  sales.  The  ex- 
pected improvement  in  general  eco- 
nomic conditions  should  permit  a  sub- 
stantial increase  in  earnings  in  1971. 
the  prevailing  estimate  being  around 
$1.80  a  share.  Dividends  have  been 
increased  gradually  in  recent  years, 
and  there  is  a  possibility  that  the 
present  $1  rate  may  be  raised.  Cur- 
rently selling  in  the  mid-20s,  the  stock 
is  fairly  priced  in  relation  to  projected 
earnings  and  may  be  considered  for 
investment. 

For  Speculation 

Heublein  and  Kentucky  Fried 
Chicken  are  talking  merger.  I  wonder 
why  a  company  which  attracts  a  so- 
phisticated outfit  like  Heublein  should 
not  have  similar  appeal  to  the  invest- 
ing public.  Kentucky  Fried  Chicken 
was  one  of  the  stars  of  the  1967-69 
bull  market.  It  did  not  get  into  trouble 
last  \ear  like  so  many  other  franchis- 
ing companies,  but  its  earnings  did 
fail  to  grow,  and  that  is  an  unpardon- 
able sin  for  a  "growth"  stock.  This 
disenchantment  is  reflected  in  the 
price  of  the  stock  which,  even  after 
this  great  stock  market  rally,  is  still 
selling  at  only  about  one-third  of  its 
high  of  a  year  and  a  half  ago. 

Last  year  was  one  of  consolidation 
for  KFC.  Earnings  growth  is  expected 
to  resume  this  year,  the  best  guess  be- 
ing at  around  $1.50  a  share,  which 
compares  with  $1.24  in  each  of  the 
past  two  years.  Heublein  is  expected 
to  earn  $1.60  a  share  this  year.  But. 
while  KFC,  at  18,  sells  at  only  15 
times  projected  earnings,  Heublein, 
whose  gross  never  faltered,  commands 
a  multiple  of  28.  If  the  merger  should 
go  through,  KFC  shareholders  may 
make  a  quick  trading  profit;  if  it  does 
not,  Kentucky  Fried  Chicken  could  he 
a  most  intriguing  turnaround  recov- 
ery speculation.   ■ 


Mr.  Hooper  is  traveling  on  business. 
His  column  will  he  in  the  next  is.tue. 
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United  invites  you  to  send  for  both  of  tinese  informative  analyses 

FIRST  REPORTS  OF  RESULTS  COVERING  ALL  OF  70 

25  MOST  ACTIVE 

STOCKS  OF  1970 
Buy?  Hold?  Sell? 

Facts,  figures,  analysis,  and  United's  latest  advice  on  each  stock 


Amer  Tel  &  Tel 

Eastman  Kodak 

Gulf  Oil 

Occid'l  Petrol 

Std  Oil  of  NJ 

Atlantic  Richfield 

Equity  Funding 

ITT 

Penn  Central 

Telex 

Chrysler 

Fed  Nat'l  Mort 

Litton  Ind 

Phillips  Petrol 

Texaco 

City  Investing 

Gen  Motors 

IMemorex 

Polaroid 

Univ  Comput 

Comp  Sciences 

Gen  Tel  &  Elec 

Natomas 

Sperry  Rand 

Xerox 

98  MUTUAL  FUNDS 


•  Shows  which  funds  led  the  rebound  in  1970. 

•  Shows  which  have  most  growth  since  '65. 

•  Rates  performance  of  98  Funds  against 
each  other  and  the  Dow  Jones 

in  1968,  '69  and  '70. 


United's  opinion  on  these  questions: 

•  Are  "No-Load"  Funds  a  bargain? 

•  Should  you  consider  Go-Go  Funds  now? 

•  Are  Income  or  Bond  Funds  a  "good  buy"? 

•  Is  this  still  a  good  time  to  average  down? 


Which  5  Funds  does  United  Favor? 


Here  are  just  a  few  of  the  funds  that  are  covered: 


AHillated  Fd 
Amer  Investors 
Amer  Mut  Fd 
Axe-Houghton  Fds 
Century  Shares  Tr 
Channing  Fds 
Chase  Fd 


Chemical  Fd 
Colonial  Fds 
Drexel  Fds 
Dreyfus  Fds 
Eaton  &  Howard 
Energy  Fd 
Enterprise  Fd 


Fidelity  Fds 
Guardian  Fd 
Group  Secur 
Investors  Fds 
Ivy  Fd 
Ivest  Fd 
Keystone  Fds 


Manhattan  Fd 
Mass  Investors  Fds 
Nat'l  Securities  Fds 
One  William  St  Fd 
Oppenheimer  Fd 
Puritan  Fd 
Putnam  Fds 


TR  Price  Fds 
Scudder-Stevens  Fds 
Technology  Fd 
United  Fds 
Value  Line  Fds 
Wellington  Fd 
Winfieid  Growth  Fd 


PLUS  THESE  BONUS  REPORTS 


POLLUTION 
CONTROL  STOCKS 


COMMON 
STOCK  WARRANTS 


PLUS  4WEEK  SUBSCRIPTION  TO  UNITED  REPORTS 


•  Stock  Market  Analysis  and 
Specific  Recommendations 

•  General  Business  Forecast 


The  Supervised  List 
Buying  Advices  of  Other  Services 
Bonds  and  Prefered  Stocks 
. . .  and  much  more 


Stocks  To  Sell  or  Avoid 
New  Product  Studies 
Views  of  Leading  Authorities 


United 
Business 


MAIL    POSTPAID   AIRMAIL    CARD    TODAY!   SEND    NO    MONEY   .    .    .    WE    WILL    BILL    YOU 
If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept.  FM-7 

UNITED  Business  «fe  Investment  SERVICE 

210     NEWBURY     STREET,      BOSTON,     MASSACHUSETTS     02116 


William  Blair  &  Company 

is  investment  adviser  to 

Growiii  \mm  Shares 


ano-ioailinutuajlund 


Investing  In  companies  selected 
for  potential  long-term  growth 


For  GIS  prospectus 

mail  coupon  or  phone  (312)  346-4830 


Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LaSalle  St.,  Chicago,  III.  60603 


Address^ 
City^ 


_Slate_ 


-Zip_ 


^tm    Investments  Geared  to  America's  Future 

%JOHNSION 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 

Ttie  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Ptione:  (212)  679-2700 


I 
I 
I 
I 

I  ADDRESS. 
I 


NAME 


;  BOTH  for  only  $ 

9  'i .    P«rf ormaRce  Ratings  of 

B  Leading  No-ioad  Funds 

I  2.   No->.oad  Directory 


1 


Now  you  can  :«•  at  a  glonce  which  No-Lood 
Fund!  ore  tho  lop  performers  in  INVESTORS  IN- 
TELLIGENCE exclusive  ond  impartiol  "Performonce 
Ratings  of  leading  No-Load  Funds."  And  since  No- 
Loods  do  not  hove  solosmen,  you  ulso  will  receive 
a  "Direcicry  of  Leoding  No-Load  Funds"  classified 
by  invesin,^.Ti  obieclivo  yeor  started,  ossels,  plus 
nome  and  address  so  you  con  write  for  free  pros- 
pectus. No  salesman  will  coll.  Send  $1  today,  with 
your  nome  and  adJiess  to:  Dept.  F-S6,  INVESTORS 
INTELLIGENCE,  2  Eosi  Ave.,  lorchmonl,  N.Y.  10538. 


STOCK  TRENDS 

By  Myron  Simons 


What  The  Market  /s  Saying 


Don't  try  to  justify  the  recent 
strength  in  the  stock  market  in  terms 
of  1970  and  early  1971  earnings;  you 
can't  do  it.  They're  not  all  that  good. 
But  don't  go  out  and  sell  all  your 
stocks,  because  if  you  do,  you're  going 
to  miss  what  could  be  a  strong  part  of 
the  bull  market  for  many  stocks. 

What  the  stock  market  is  saying  now 
is  that  1972  is  going  to  be  a  good  year, 
an  exceptionally  good  year,  and  that 
as  1971  wears  on,  the  earn.ngs  reports 
are  going  to  make  better  and  better 
reading.  In  terms  of  these  potential 
earnings,  many  stocks  are  still  cheap. 
And  that's  why  the  stock  market  is 
climbing:  It's  di.scounting  the  future, 
which  is  what  it   is  supposed   to  do. 

Take  the  airlines.  For  them  1970 
was  a  near-disaster,  and  the  first  half 
01  1971  is  .still  filled  with  problems. 
But  by  1972,  with  a  good  economy, 
new  equipment  and  better  rates,  the 
earning  power  of  a  number  of  airlines 
promises  to  be  in  full  swing.  This  is 
also  true  for  a  large  number  of  other 
companies.  To  put  it  baldly,  the  mar- 
ket is  paying  a  solid  premium  for 
futures.  Is  this  something  to  be 
alarmed  about?  I  don't  think  so. 

The  reason  for  the  lose-colored 
glasses  is  government  poiicN'.  It  is  the 
attempt  to  achieve  full  employment 
before  1972's  election  that  is  provid- 
ing the  fuel  for  the  earnings  forecasts 
that  are  powering  the  present  ad- 
vance. Estimates  of  last  year's  earn- 
ings for  the  Dow  generallv  run  about 
$50,  down  from  $.57.31  in  1969.  The 
early  guesstimates  for  1971  run  as 
high  as  $60,  up  a  whopping  20%.  And 
most  forecasts  are  that  1972  will  be 
even  better. 

How  high  a  market  would  such 
earnings  support?  Remember  that  the 
DJI  went  up  to  985  in  1969  when 
the  earnings  were  $57.89,  and  to  995 
in  1966  when  they  were  $57.68. 
Placed  in  that  perspective,  no  wonder 
the  stock  market  has  been  so  power- 
ful! Everything  points  to  1971  being 
a  vintage  stock  market  year. 

Of  course,  general  market  forecasts 
are  not  enough.  If  you're  going  to 
make  up  for  the  unhappy  days  of 
1970,  you've  got  to  buy  individual 
Slocks.  And  even  if  the  Dow  once 
again    shoots    up    to    near    the    1000 

Mr.  Simons  is  sssoclited  with  the  NYSE  firm  of 
F.I.  duPont,  Glore  Forgan  &  Co. 


mtirk,  that's  only  a  little  over  16% 
above  the  present  860  level.  Not  bad, 
but  far  from  heroic.  So  it's  important 
to  look  for  stocks  that  can  perform 
better  than  average— triggered  by  sol- 
id earning  power,  by  prospects  for 
profits  in  the  not-too-distant  future. 

Look  at  it  this  way.  You  can  pay  a 
relatively  high  multiple  for  a  stock  in 
a  company  whose  earnings  are  de- 
pressed, if  at  that  price  the  multiple 
will  become  relatively  low  when  those 
earnings  return  to  normal.  As  an  ex- 
ample, if  you've  paid  20  times  last 
year's  depressed  earnings  for  a  stock 
whose  earnings  double  this  year,  you'll 
own  it  for  only  ten  times  current  earn- 
ings. After  a  recession  year,  the  earn- 
ings of  some  companies  can  rise  dra- 
matically. Once  profits  have  begun  to 
hit  their  potential,  the  multiple  may 
drop  again,  unless  future  prospects 
are  still  just  as  promising.  But  there's 
time  to  worry  about  that  later. 

Sfocks  with  Earning  Power 

How  do  you  find  stocks  that  quality 
for  big  earnings  gains?  Let  me  give 
you  a  few  points  that  I  look  for.  Don't 
use  them  to  make  buying  decisions. 
They  are  just  guides  to  help  in  select- 
ing stocks  that  may  deserve  a  further 
analysis  of  earning  power. 

1)  A  number  of  companies  are  tak- 
ing large  year-end  write-offs.  Strange- 
ly enough,  this  has  not  depressed  tlie 
prices  of  their  stocks.  Last  year  was 
bad  and  everybody  knows  it.  By  tak- 
ing their  write-offs  now,  the  compa- 
nies can  be  in  a  good  position  to  clear 
up  their  balance  sheets  and  prepare 
the  way  for  a  large  recovery  in  prof- 
its over  the  next  couple  of  years. 

2)  Companies  with  new,  efficient 
plant  facilities  operating  well  below 
capacity  can  have  a  substantial  im- 
provement in  earnings  when  business 
gets  good. 

3)  Look  back  at  some  high  earn- 
ings recorded  in  prior  years.  This  is  no 
guarantee  that  they'll  make  them 
again,  but  it's  a  possible  guide. 

4)  Look  at  the  profit  margins  in 
good  years.  Don't  assume  that  they'll 
return  to  those  lofty  levels.  Take  a 
figure  part  way  between  them  and 
last  year's  depressed  figures. 

5)  Look  for  companies  that  have 
plowed  back  more  than  the  average 
percentage    of    their   profits    into   re- 
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search  and  development.  Such  man- 
agements can  often  outperform  others 
when  business  is  good. 

6)  Look  for  a  reasonable  amount 
of  leverage.  Now  that  the  liquidity' 
problem  is  over,  a  reasonable  amount 
of  debt  in  the  capital  structure  can 
throw  extra  earnings  to  the  common. 

In  thinking  about  the  potential 
growth  in  earning  power,  these  are 
some  of  the  ideas  that  occur  to  me: 

President  NLxon  has  proposed  to 
Congress  a  new  program  to  provide 
improved  medical  service,  more  pre- 
ventive medicine  and  an  increase  in 
the  number  of  doctors  to  be  educated. 
This  should  make  for  a  happ\  future 
for  a  number  of  the  medical  supply 
companies.  American  Sterilizer  (26J2), 
\V'j7/  Ross  (36Ji),  American  Hospital 
(37),  Cutter  Laboratories  (29)  all 
look  interesting.  Equally  important  is 
the  trend  in  union  contracts  to  in- 
clude compan\-paid  dental  care.  Sij- 
bron  (30%)  and  Dentsply  (31)  have 
important  stakes  in  this  field. 

Moving  Up 

If  1971  is  going  to  be  a  good  au- 
tomobile year,  suppliers  of  auto  parts 
should  do  well.  An  interesting  stock 
could  be  Arvin  Industries  (29), 
which  makes  muffler  systems  for  both 
auto  manufacturers  and  the  replace- 
ment market.  It  is  also  doing  research 
on  emission  control  devices. 

The  conglomerates— well,  they've 
already  had  a  good  move,  but  a  num- 
ber of  them  can  do  even  better  with 
lower  interest  rates  and  a  better  eco- 
nomic environment  helping  to  push  up 
earnings.  ChromalUnj  (205»),  Indian 
Head  (28;*)  and  Alco  Standard 
(I9J2)  look  attractive. 

The  airlines  group  was  one  of  the 
most  depressed  industries  of  1970. 
Lower  traffic,  and  increased  competi- 
tion together  with  strikes,  higher  costs 
and  the  introduction  of  new  planes 
all  combined  to  clobber  earnings.  Now 
the  companies  are  engaged  in  furious 
cost  control  programs,  even  as  they  are 
working  for  rate  increases.  By  the  sec- 
ond half  of  this  year,  these  attempts 
should  begin  to  bear  fruit.  The  whole 
group  looks  interesting.  My  personal 
preferences  are:  Eastern  (19/8),  Na- 
tional (22)  and  Delta  (39). 

Now  that  the  Dow  Jones  averages 
are  up  230  points,  over  36%  from  last 
May's  low,  the  chance  to  benefit  from 
the  terribh  oversold,  panicky  condi- 
tion of  the  market  is  over.  That  means 
that  there  are  no  longer  huge  profits 
to  be  had  from  doing  the  obvious,  buy- 
ing the  largest  companies  in  America 
at  a  time  when  they  were  ridiculously 
depressed.  But,  a  lot  of  stocks  still 
haven't  realized  their  potential  in 
terms  of  what  they  could  be  earning 
a  little  way  down  the  road.  ■ 
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Receive  3  months 
of  Value  Line  for  $25 


If  you  have 
not  had  a 
3  month  trial 
subscription 
to  Value  Line 
for  at  least 
one  year, 
you  can 

get  this  1800-page  Investors 
Reference  Service  at  no  extra  cost. 

You  then  will  have  a  complete  set  of  the  latest  full-page  Value  Line  reports  on 
more  than  1300  stocks,  as  a  bonus,  if  you  take  advantage  of  this  special 
limited-time  offer  and  these  reports  will  be  updated  by  new  reports  in  the  next 
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fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's  projected 
performance  ratings,  on  more  than  1300  widely-held  stocks  in  67  industries. 

Then,  each  week,  you'll  receive  revised  ratings,  where  necessary,  of  all 
1300  stocks  and  updated  full-page  reports  on  about  100  stocks.  You'll  also  get 
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Recommended  Stock  of  the  Week"  or  monthly  "Special  Situation."  It  takes  only  a 
few  seconds  to  file  each  new  edition  in  the  handy,  hard-cover  binders. 
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How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year  "performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.N-96. 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  oaiSi 

Investment  Management    .    Incorporated  1936 


ACME 

MARKETS,  INC. 

114th  CONSECUTIVE 
QUARTERLY  DIVIDEND 

CASH  DIVIDEND 

The  Board  of  Directors  on 
January  21, 1971  declared  the 
regular  quarterly 
dividend  of  50c  per  share. 

STOCK  DIVIDEND 

At  the  same  time  the  Board  of 
Directors  declared  a  5%  stock 
dividend.  Both  dividends  are 
payable  March  31, 1971  to 
stockholders  of 
record  on  February  1, 1971. 


John  G.  <"  Fuller 
Trrnsnrer 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


A  Little  Dry  Powder  ^ 


All  right,  so  just  about  everybody 
now  says  we  have  a  bull  market  on 
our  hands  and,  some  time  in  the  next 
12  to  18  months,  it's  going  to  push  the 
Dow  Jones  industrials  close  to,  and 
even  beyond,  the  1000  level.  What 
are  you  going  to  do  about  it? 

Until  you  stop  to  think  about  it— 
and  maybe  you  shouldn't— the  answer 
seems  simple  enough,  especially  if  you 
are  a  long-term  investor  in  good  ama- 
teur standing.  You  get  as  fully  in- 
vested in  "selected  sound"  common 
stocks  (or  in  mutual  funds,  if  you're 
not  a  do-it-yourselfer)  as  is  compati- 
ble with  your  overall  financial  situa- 
tion, and  then  you  sit  tight  until  you 
can  see  that  the  bull  market  is  about 
to  roll  over  and  give  up  the  ghost. 
Theoretically  at  least,  that's  the  stan- 
dard prescription  and,  for  the  non- 
professional investor,  it  may  be  as 
good  as  any  just  now— though,  of 
course,  it's  more  easily  said  than  done. 
One  comfort,  in  my  opinion;  You 
don't  really  have  to  worry  about  the 
bull    market's    ending    anytime    soon. 

Hop  /Aboard 

A  more  immediate  question  to  be 
answered  is  whether  you  should  go 
all  out  in  hopping  aboard,  regardless 
of  how  far  the  Dow  has  advanced  to 
date.  For  the  amateur  long-term  in- 
vestor, the  practical  answer  may  well 
be  \es,  provided  adequate  discretion 
is  used.  As  Mr.  Hooper  rightly  point- 
ed out  in  his  Feb.  1  column  for 
FoHBES,  the  big  trends  always  carry 
further  than  anyone  has  a  right  to 
expect,  so  there  ma\  be  no  great  prac- 
tical benefit  in  trying  to  take  advan- 
tage of  the  relati\ely  limited  reactions 
(normally,  3'l-.5%  in  the  Dow)  that, 
in  the  past,  have  occurred  in  early 
bull-market  phases.  Then,  too,  as 
someone  once  wrote  (perhaps  a  little 
tongue-in-cheek),  any  day  is  a  good 
day  to  buy  a  good  enough  stock.  Cer- 
tainly, once  you've  accepted  the  the- 
sis that  the  current  bull  market  has 
not  yet  exhausted  its  half-life  expect- 
ancy, you  cannot  logically  expect  to 
see  big  reactions-say,  1%-H%  in  the 
Dow— because  these  ha\e  tended  to 
materialize  only  in  relativeK'  late  bull- 
market  stages. 

From     a     professional     viewpoint, 

Mr.  Schul2  is  i  partner  m  the  New  York  Stock  Ex- 
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however,  I  am  not  entirely  at  peace 
with  such  oversimplifications.  For  one 
thing,  as  I  wrote  here  on  Jan.  1,  the 
scope  for  percentage  gains  that  DJI- 
type  blue  chips  might  rack  up  (from 
about  Dow  830)  in  this  bull  market 
could  prove  to  be  comparatively  lim- 
ited. I've  seen  no  weighty  reasons 
since  then  to  change  my  mind  in  this 
respect,  if  only  because  serious  doubts 
remain  that  the  stock  market  is  back 
on  the  kind  of  sustained  long-term 
growth  track  that  yielded  huge  price 
appreciation  for  the  lazy  buy-'em-and- 
hold-'em  investor  throughout  the  Fif- 
ties and  Sixties. 

So  until  these  doubts  can  be  re- 
solved affirmatively,  I  just  don't  want 
to  be  a  lazy  investor.  As  a  matter  of 
fact,  as  a  professional,  I'd  rather  be  a 
hard-working  speculator,  partly  be- 
cause I  suspect  that,  with  speculation 
still  unfashionable,  there  must  be 
many  attractive  values  available  be- 
low the  blue-chip  level,  and  partly 
because  I  suspect  this  bull  market 
will  lend  itself  to  intermediate-trend 
trading  better  than  most  of  the  major 
uptrends  of  the  past  two  decades. 
Needless  to  say,  both  of  these  avenues 
carry  high  risks. 

Hold  on  to  Reserves 

For  the  assiduous  investor,  mean- 
while, I  think  it  does  make  sense  to 
reserve  something  more  than  an  in- 
significant percentage  of  his  invest- 
able  funds  for  buying  stocks  he  wants 
to  carry  through  the  rest  of  this  bull 
market  during  a  period  of  reaction 
and  consolidation.  True,  the  Dow- 
might  not  drop  back  even  as  much  as 
4%,  once  the  buying  stampede  from 
the  November  lows  has  been  com- 
pleted. But  reactions  in  individual 
stocks  as  a  rule  tend  to  be  relatively 
greater  than  the  Dow's,  and  I  think 
such  setbacks  are  wt)rth  shooting  for, 
especially  in  blue-chip  industrials 
where  substantial  percentage  gains 
were  no  longer  easy  to  visualize  from 
recent  recovery  highs.  Remember,  if 
you  take  this  tack,  that  at  this  stage 
in  a  bull  market  stocks  tend  to  react 
and  consolidate  prior  upswings  more 
in  secjuence  than  all  together,  while 
the  industrial  average  traces  out  a 
trading  range  that  can  stretch  out  over 
a  good  many  weeks. 

Just  such  a  phase  may  now  be  at 
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hand.  The  unusually  long  and  almost 
monolithic  advance  from  the  Novem- 
ber reaction  lows  was  well  overdue 
for  correction  and  consolidation. 
Many  investors  and  analysts  had  be- 
gun to  despair  of  seeing  a  "better  buy- 
ing opportunity"  at  a  time  when  the 
major  stock  price  averages  had  spi- 
raled  upward  out  of  well-defined  up- 
trend channels— usually  the  sign  of  a 
temporariK  overextended  advao'^e— 
and  also  at  a  time  when  the  market 
was  about  to  enter  one  of  the  season- 
ally weaker  months  of  the  year. 

Consolidation  Phase 

Moreo\er.  in  late  January,  a  mild 
but  unmistakable  lag  had  developed 
in  the  public  utilities  and  in  the 
NYSE's  index  of  finance-related 
stocks.  This  seemed  to  suggest  that 
the  collapse  in  short-tenn  and  long- 
term  interest  rates  had  begun  to  cease 
providing  the  fuel  that  had  powered 
much  or  most  of  the  November-Jan- 
uary buying  stampede  in  common 
stocks  generalK.  C'onsidering  that 
short-  and  long-tenn  \ields  mav  not 
decline  ver\  much  more,  and  that  it 
will  probabK  still  be  (juite  some  time 
before  the  stock  market  can  receive 
nourishment  from  decidedly  encour- 
aging business  statistics  and  earnings 
statements,  I  think  this  lag  in  money- 
sensitive  stcK'ks  had  to  be  taken  seri- 
ously as  a  straw  pointing  to  more 
than  a  feu  da\s  of  market  correction 
and  consolidation. 

The  trading  range  in  which  the 
Dow  might  consolidate  the  .Novem- 
ber-January buying  stampede  has  yet 
to  define  itself,  and  its  duration  may 
still  be  a  subject  of  guesstimating.  I'm 
inclined  to  think,  however,  that  the 
consolidation  phase  could  oscillate 
around  Dou  8.50,  with  more  of  the 
price  action  below  than  abo\e  that 
level,  and  that  the  whole  process 
could  stretch  wdl  into  next  month. 
For  now,  I  still  believe  its  low  point 
will  stand  above  810-820— say,  near 
830— but,  as  a  technician,  I  want  to 
reserve  judgment  in  this  respect  until 
there  is  more  evidence  than  was  avail- 
*able  at  press  time. 

One  thing  I  want  to  see  is  how  well 
"breadth"— that  is,  the  overall  price 
movement- keeps  pace  with  the  Dow. 
In  the  final  stage  of  an  intermediate 
uptrend,  the  Dow  often  outperforms 
the  breadth  indicators.  If  a  resulting 
divergence  between  the  Dow  and  the 
market  at  large  becomes  too  acute,  it 
would  probably  be  necessary  to  ex- 
pect a  larger,  rather  than  smaller  cor- 
rection—perhaps nearer  5%  than  3%  in 
the  Dow.  But  no  such  technically  con- 
ventional warning  signal  has  mate- 
rialized. Nevertheless,  some  dry  pow- 
der should  be  a  good  thing  to  have 
right  now.  ■ 
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RJ.Reynolds  Industries,  Ina 

Common  Stock  Dividend 

A  quarterly  dividend  of  600  per  share  has  been  declared  or> 
the  Common  Stock  of  the  Company,  payable  March  5, 
1971  to  stockholders  of  record  at  the  close  of  business 
February  10,  1971. 

WILLIAM  R.  LYBROOK 

Senior  Vice  President  and  Secretary 
Winston-Salem,  N.  C,  January  21,  1971 

Seventy-One  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
Fruit  Juice  Beverages 
Industrial  Corn  Products 


Aluminum  Products 
Packaging  Materials 
Containerezed  Freight  Transportation 
International  Petroleum 
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MARKET  TRENDS 

By  Martin  T.  Sosnoff 


Now  Is  The  Time  To  Throw 
Darts  At  Bruised  Egos 


Don't  talk  to  me  about  1971  any- 
more. It  has  become  a  beep  in  a  sound 
and  light  show  where  tlie  big  sound 
is  all  1972.  Nixon's  Silent  Majority  is 
at  the  Fillmore  East  and  I  dig  the 
sound.  It  sings  of  more  mone>7  more 
jobs/  more  spending/  more  votes/ 
many  more  votes.  And  the  Democrat- 
ic economists  are  chanting  the  coun- 
terpoint: You  are  not  doing  enough/ 
run  a  $25-billion  deficit/  spend  more 
money/  print  more  money/  a  loser 
you  shall  be. 

The  stock  market  is  to  be  forgiven 
if  it  has  hustled  1971  oflt  to  bed  like  a 
naughty  child.  No  industry  is  distin- 
guishing itself  by  booming  unexpect- 
edly, and  the  corporate  heads  that 
have  rolled  for  nonperformance  are 
still  spinning  forlornly  in  the  sawdust. 
Nobody  even  blinks  anymore  at  the 
year-end  corporate  write-downs  that 
are  an  accumulation  of  the  excesses 
of  the  late  Sixties.  The  bad  inventory, 
the  capitalized  research  and  develop- 
ment, and  the  marking  to  market  of 
the  stock  purchases  that  never  worked 
out  as  acquisitions— all  these  sour 
memories  are  becoming  bookkeeping 
entries  in  1970  annual  reports.  The 
chief  financial  officers  of  the  nation's 
blue-chip  corporations  are  scraping 
the  bottom  of  the  barrel  for  changes 
of  accounting  that  will  make  the  re- 
cent past  and  the  near  future  less 
tarnished.  International  Harvester,  for 
example,  has  changed  its  actuarial  as- 
sumptions for  pension  funds  and  add- 
ed almost  $10  million  to  earnings. 
Control  Data  will  massage  its  depre- 
ciation account  for  computers  and 
add  approximately  $15  million  to 
1971's  numbers. 

Payouf  P/afeau 

And  so  it  goes.  The  Sixties  ended 
with  the  debt/ equity  ratio  of  industry 
at  its  lowest  ebb,  slightly  better  than 
two  dollars  in  ecjuity  for  every  dollar 
of  debt.  Meantime  dividend  payout 
ratios  are  over  56%  for  all  corpora- 
tions. This  is  very  rich  in  the  financial 
history  of  the  country  and  it  means 
that  meaningful  cash  increases  are  un- 
likely for  several  years.  Back  to  Har- 
vester for  a  second,  only  because  it 
typifies  what  has  happened  to  some 

A  gueit  columnist,  Mr.  Susnoff  is  i  sentral  Mrtn«r 
of  Attlinti  Partneri.  New  York. 


basic  industrials.  Harvester  paid  out 
more  than  100%  of  its  earnings,  if  you 
X-out  the  adjustment  for  the  pension 
expense  change.  Its  cash  flow  from  op- 
erations did  not  cover  capital  spend- 
ing and  dividends,  and  inventories 
rose  over  11%  as  sales  hardly  ad- 
vanced at  all.  The  point  is  that  if  man- 
agement had  kept  inventories  down 
by  reducing  production,  unit  costs 
probably  would  have  been  much 
higher  and  earnings  lower.  There  is  a 
lot  of  this  going  on  and  not  just  in  ba- 
sic manufacturing  but  in  the  high 
technology  sector,  particularly  com- 
puters and  instrumentation. 

Delight  &  Mystery 

Remember  the  tinsel  pretentious- 
ness of  annual  reports  from  Litton? 
And  the  Ling-Temco  one  with  the 
marble  pillars  on  the  cover?  A  recent 
Republic  Corp.  annual  actually 
looked  and  read  like  a  jokebook.  Dur- 
ing the  Sixties,  Colonel  Sanders  strut- 
ted down  Main  Street  and  Khrushchev 
knocked  on  Disneyland's  door  and 
Mickey  Mouse  wouldn't  let  him  in. 
(As  an  old  and  bruised  short  seller 
of  Disney,  I  can  tell  you  nobody  buries 
Disneyland.)  Back  to  Litton,  for  its 
1966  annual  was  a  pure  lode  of  Ara- 
bian Nights,  creating  a  mood  that  the 
company  was  nothing  less  than  a  tech- 
nological harem  of  great  mystery  and 
delight.  The  symbolism  here  was 
comparable  to  Charlie  Chaplin  in 
The  Great  Dictator,  bouncing  a  bal- 
loon of  the  world  off  his  bottom  and 
dreaming  of  global  domination.  (One 
corporation  president  was  to  buy  a 
shipping  line  later  and  justify  it  on 
the  basis  of  two-thirds  of  the  world 
being  water  so  the  company  needed 
representation  there. ) 

So  all  of  us  were  seduced.  We,  the 
country's  adolescent  money  managers 
and  investors,  closed  out  our  savings 
accounts  and  entered  the  harems  that 
were  hastily  contrived  for  us  by  ac- 
countants and  lawyers.  All  that  is 
over  now  and  I  sense  a  new  conscious- 
ness for  the  Seventies  and  the  shape 
is  already  visible.  It  is  a  faceless  ico- 
nography. And  as  I  wash  out  the  cof- 
fee pot  late  at  night.  I  note  it  is  one  of 
the  few  things  connected  with  reality 
that  I  do.  Introspection  is  becoming 
fashionable    again.    Corporate    presi- 


dents are  talking  like  intellectuals,  not 
flimflam  men,  and  they  are  looking  in- 
ward to  see  what  they  can  do  with 
what  they  have,  rather  than  trying  to 
conquer  the  world. 

Last  summer  I  said  it  was  the  cow- 
ardly lions  who  would  inherit  the  Big 
Board.  It  has  happened.  The  common 
denominator  of  money  management 
in  the  Sixties  was  the  ego  of  the  man- 
agers themselves.  Billion-dollar  port- 
•fplios  became  monuments  to  the  com- 
petitiveness of  the  game,  where  daily 
performance  records  were  measured 
and  compared.  It  was  self-destructive, 
as  there  was  a  downgrading  of  tal- 
ent, facility,  virtuosity  and  technique. 
Conceptual  power  was  everything,  and 
the  only  thing  that  mattered  was  the 
money  manager's  will  to  discover  rath- 
er than  his  analytical  skill.  Money 
was  managed  on  a  personal  basis  in- 
stead of  the  fulfillment  of  the  public 
trust,  which  assumes  a  broadly  based 
comprehension  factor.  No  more. 

So  corporate  presidents  and  money 
managers  are  dressing  in  white  shirts 
again,  hopefully  rehabilitating  them- 
selves in  the  real  world.  There  are 
many  silk  purses  that  can  be  made 
from  bruised  egos.  The  entire  airline 
industry  is  a  monument  to  a  romantic 
growth  fallacy  that  led  managements 
to  compete  on  a  share-of-market  ba- 
sis. But  the  discipline  of  declining 
traffic,  coupled  with  top-heavy  bal- 
ance sheets,  has  led  to  a  change.  All 
the  old-fashioned  corporate  presidents 
have  been  fired  or  changed  their  strat- 
egy. Capacity  is  actually  being  cut 
back  during  this  interim  nightmare 
period  when  traffic  is  still  declining. 
Meanwhile,  the  airline  analysts  are  left 
at  the  post.  There  is  nothing  but  red 
ink,  yet  the  stocks  are  booming. 

A  Rate  Increase 

Remember,  1971  doesn't  exist.  The 
regulatory  authority  suffers  the  same 
disease.  They  are  scared  out  of  their 
minds  that  they  could  preside  on  a 
bankruptcy  of  the  industry  they  reg- 
ulate, and  this  spring  there  will  be  a 
nice  rate  increase.  It  will  probably 
come  right  at  the  bottom  for  traffic. 
Believe  it  or  not,  airline  traffic  cor- 
relates with  the  stock  market.  It  is  as 
if  for  every  50-point  move  in  the 
Dow,  there  are  thousands  of  couples 
taking  oft  with  the  incremental  dis- 
cretionary income.  This  is  why  north- 
to-south  traffic  is  good  now  and  east- 
to-west  traffic  is  terrible.  The  Miami 
run  is  personal  and  the  California  run 
is  business.  Business  travel  correlates 
with  corporate  profits,  which  are  yet 
to  pick  up. 

A  few  years  ago  all  the  airline  ana- 
lysts cooed  over  the  great-route  struc- 
ture of  TWA.  This  great-route  struc- 
ture  almost   bankrupted    the   carrier, 
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since  it  couldn't  match  competition 
plane  for  plane  on  either  the  trans- 
atlantic or  transcontinental  runs.  The 
same  analysts  hated  Eastern  Air  Lines 
for  its  route  structure,  which  is  short 
stops.  But  Eastern's  management  gets 
high  marks  for  cutting  back  on  capac- 
it\'  early  and  running  a  tight  budget 
when  it  was  still  fashionable  to  be 
prodigal.  The  prejudice  against  East- 
ern still  is  strong,  even  though  they 
probabK  earned  a  little  money  last 
year  when  several  carriers  were  drop- 
ping anvAvhere  from  $50  million  to 
S75  million.  Nobody  talks  about  TWA's 
great-route  structure  any  longer. 

Build  Up  the  Second  Rate 

The  conglomerates  offer  the  great- 
est concentration  of  bruised  ego 
power  per  square  inch,  and  they  are 
in  the  early  phase  of  character  re- 
habilitation. If  nothing  else,  the  bal- 
ance sheets  with  all  the  short-term 
debt  are  benefitting  from  a  prime  rate 
already  over  200  basis  points  lower 
than  a  year  ago.  Meanwhile,  the  pres- 
idents have  shed  their  rhetoric  and 
gone  back  to  work.  They  are  cutting 
out  layers  of  redundant  management 
in  all  the  companies  they  have  ac- 
quired and  now  are  getting  to  know. 
The  deficit  companies  will  be  lopped 
off  and  the  good  ones  will  go  public 
again  on  the  theon.'  that  if  you  can't 
get  a  fancy  multiple  for  the  parent, 
maybe  you  can  raise  some  money 
with  the  good  pieces.  Although  net 
tangible  assets  for  many  is  barely  a 
fraction  of  stated  book  value,  there  is 
probably  more  leverage  in  the  earning 
power  of  the  conglomerate  group 
than  there  is  in  many  basic  indus- 
trials. Maybe  you  believe  as  I  do  that 
the  polite  cyclicals  like  dii  Pont  and 
General  Motors  are  high  enough.  You 
can  skip  them  and  dust  off  the  great 
short  stories  of  1967  and  1968.  If  you 
can  find  one  like  Loew's  that  still  has 
a  big  money  pot  left,  let  me  know. 
The  others  have  nothing  but  plenty  of 
debt  amortization  ahead  of  them. 

Many  years  ago  a  good  friend  laid 
out  the  Hunt  Foods  story  as  a  case 
stud)'  in  bruised  ego  theory.  Norton 
Simon  was  considered  a  loser  because 
he  hadn't  done  much  with  the  com- 
panies he  had  collected.  But  if  you 
took  the  time  to  talk  to  him,  you  came 
away  with  the  feeling  that  a  lot  was 
going  to  happen,  and  it  did.  I  asked 
Simon  why  he  collected  blue-chip 
paintings  and  secondan.-  companies. 
His  reply  was  simply,  "I  don't  have 
the  time  to  devote  to  collecting  that 
I  do  to  buying  companies." 

The  subliminal  message  here  is  that 
if  you  work  hard  enough  at  making 
second  rate  things  better,  some  day 
you  can  afford  to  bid  blindly  on  Rem- 
brandts  and  Renoirs.   ■ 
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262nd  common  DIVIDEND 

A  regular  dividend  at  the  increased  rate  of  Fifty-five  Cents  (55<^) 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  March  1, 

1971,  to  stockholders  of  record  at  the  close  of  business 

February  5,  1971.  Checks  will  be  mailed. 

January  26, 1971  C.  A.  Memos,  Vice  President  and  Treasurer 

OPERATING  UNITS: 

GALLAHER     LIMITED 


.Humrs  %.  J!l  cam  jjistillhm  C^n. 


!^loc*^au4^e. 


/A/C- 


The  .Andriiw   .Jeri.ens  Company 
Master  Lock  Company 

Sunshine  Biscuits,  .nc. 


VISIBLE      RECOROS    INC. 


DUFFY -MOTT  COMPANY.  INC. 

AMERICAN  BRANDS.  INC,  245  PARK  AVENUE.  NEW  YORK.  NY.  10017 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND. 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Depl.  A6 
Baltimore,  Maryland  21201  (301)  539-1S92 


Name. 


Address. 
City 


.State. 


Zip  Code- 


SALES  CHARGE 
REDEMPTION  CHARGE 

100  %  of  your  money  invested 
in  stocks  PROFESSIONALLY  SELECTED 
for  growth  possibilities  . . .  providing 
a  diversified  energy  based  portfolio 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  pollution  control 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  3  qualified 
Investment  under  Keogh  Act. 


MODEL  CORPORATE  PROFIT 
SHARING  PLAN  AVAILABLE 


Distributor: 

CEDAR  STREET  CONSULTANTS,   INC. 

120  Broadway.  New  York  10005  Dept.  F 
(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 

Also  send  information  on: 
D  Corporate  Profit  Sharing 
D  Keogh  Retirement 

WftMF 


ADDRESS. 


-ZIP. 
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WHICH  3 

NO  LOADS 

(no  broker  fee) 

ARE  LEADING  THE  WAY  UP? 
SHOULD  YOU  BUY  THEM  NOW? 


Heie  is  just  one  of  the  reasons  we  have  alerted  GFG  subscribers 
to  the  possibility  of  a  major  new  long  term  rising  market. 


BET  a  full  explanation  of  the  4  long  term  buy  signals  given  by  our 
cash  balance  indicator  m  the  past  14  years  PLUS  current  24 
page  issue. 
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THE  IHVESTORS  OUIDl  TO  DYMMIC  GROWTH  FUNDS 


SEE  •  ivhich  NO-LOADS  are  leading  the  way  up  •  Most  Desirable 
Funds  •  Performance  and  Volatility  Forecasts  •  BUV/HOLD/SELL 
Advice  •  Fund  Charts  with  Growtti  Trend  Lines  •  Sample  Fund 
Groups  •  New  Developing  Funds  •  Rising  Power  Analysis 

SPECIAL  $1  OFFER 

Just  send  this  ad  and  $1  to: 

GROWTH   FUND   RESEARCH,    INC. 

DEPT.    F2  p.    O.    BOX    2109 

LONG    BEACH,    CALIF.    90801 

Subscription  cannot  be  assigned  without  your  consent. 
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Power  to  Spare 

in  the 
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Ttiere  is  ade- 
quate power 
now,  adequate 
low-cost  fuel 
^  now.  and  con- 

struction of 
plenty  of  addi- 
tional generating 
capacity  is  underway. 

Also ...  we  have 
strong  interconnec- 
tions with  huge 
power  pools  in  other 
areas— just  in  case. 


The  Folks  at 

UTAH  POWER  &  LIGHT  CO. 


1  the  Groviiny  West 
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CArPs 

CAN  H6LP  YOU.. 

■  STIIVIULATE   BUSINESS 

■  FIND  fVlORE  PROSPECTS 
■SELL  IVIORE  THINGS 

■  COLLECT  MORE  tVlONEY 
■THANK  EVERYBODY 

■  KEEP  CUSTOMERS  HAPPY 

WRITE  TODAY  FOR  /"*—- =6=, 
FREE  SAMPLES  /  fiWonvT 
AND  CATALOG  OF  /      CiU,  I 
OVER  100  UNIQUE  /  *^/ 
CARDS  FOR  THE  /flK?  / 
BUSINESGMANI   ^-^<!5j/ 
Harrison  Publishing  Co. 
DEPTH  K  -BOX  3079-ASHEVILLE,N.C.  28802  I 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Profits  From  The  Unexpected? 


Enthused  a.s  I  am  about  the  overall 
1971  outlook.  I  doubt  that  thi.s  is 
the  time  when  a  dart  will  replace  a 
soundly  conceived  investment  opin- 
ion. For  one  thing,  there  still  is  .some 
question  with  respect  to  the  timing 
and  vitality  of  the  coming  busine.ss 
upturn.  Second,  the  market  as  a  whole 
has  gone  far  to  correct  the  underval- 
uation of  last  spring  and  summer. 
Third,  I  suspect  that  we  have  already 
had  the  major  benefit  of  reinvestment 
of  the  unusualK  large  cash  reserves 
that  had  been   in  professional  hands. 

The  fact  that  30  of  the  116  dif- 
ferent Standard  &  Poor's  industry 
groupings  advanced  KYi  or  more  last 
year,  whereas  the  market  as  a  whole 
in  effect  stood  still,  points  up  the 
truism  that  selectivity  is  the  key  to 
successful  money  management. 

All  of  which  raises  an  obvious  ques- 
tion. Will  this  year's  star  performers 
be  found  in  the  most  obvious  areas  of 
an  improving  economy,  or  will  they  be 
in  unexpected  places?  It's  easy,  for  ex- 
ample, to  express  the  opinion  that  the 
residential  building  industry  will  en- 
joy a  much  better  year  in  1971.  It's 
likewise  a  simple  matter  to  build  a 
continuing  enthusiastic  case  for  the 
natural  gas  business.  Or  for  the  tire 
industry,  on  the  basis  that  replace- 
ment tire  sales,  which  are  the  indus- 
try's "money  product,"  should  be  at  a 
new  record.  But  1  suspect  that  the 
1971  stock  market  hit  parade  is  more 
likely  to  feature  the  unexpected  rath- 
er than  the  well-advertised. 

Areas  of  Performance 

My  tentative  candidates  for  this 
year's  best-performing  groups  can  be 
found  in  fom-  areas:  1)  industries  that 
will  benefit  from  the  continuing  down- 
ward trend  of  interest  rates,  such  as 
the  bank,  finance,  insurance  and  util- 
itij  groups;  2)  companies  that  will 
benefit  from  the  elimination  of  past, 
almost  private,  depressions,  and  from 
an  overall  business  upturn,  which 
brings  to  mind  the  aliiniintnn,  airline, 
hraaclca.sting  and  chemical  industries; 
3)  companies  that  will  benefit  from 
new  government  spending  trends, 
such  as  the  aircraft  and  cement  busi- 
nesses; 4)  basically  good  values  that 
can  be  found  in  the  machinenj,  food 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
cttange  firm  of  Josephthal  &  Co. 


and  grocery  chain  businesses. 

I  can  be  enthusiastic  about  R.R. 
Donnelley  (around  20,  paving  44 
cents,  with  a  1968-70  range  of  29-13), 
the  largest  commercial  printer  in  the 
U.S.  Although  perhaps  best  known  as 
the  printer  of  telephone  directories 
and  as  the  printer  of  the  various 
Time  Inc.  magazines,  the  company's 
sales  base  is  much  broader  than  this 
implies.  Diversification  into  special  in- 
terest magazine  and  book  printing 
should  bring  1970  sales  and  earnings 
to  a  new  high,  with  earnings  to  about 
SI. 20  per  share,  despite  heavy  start- 
up costs  in  three  new  plants. 

I'm  intrigued  with  Flying  Tiger 
(around  35,  with  a  1968-70  range  of 
32-11).  For  one  thing,  1  believe 
that  the  recently  approved  merger 
with  North  American  Car  adds  im- 
portant internal  earnings  leverage  as 
well  as  diversification.  Although  the 
1970  earnings  improvement  to  about 
•?2.20  per  share  from  the  90-cent 
profit  of  1969  reflects  the  company's 
Pacific  route  awards— and  much  of 
this  traffic  is  Vietnam-related— I  see 
offsetting  considerations.  The  compa- 
ny's domestic  air  cargo  business  could 
be  in  the  black  this  year  in  contrast 
to  an  estimated  loss  in  1970  of  50 
cents  to  60  cents  per  share.  Overall, 
earnings  in  1971  could  be  up  sharph . 

Insurance  stocks  also  capture  my 
attention.  A  slowing  of  inflationarx 
price  trends  would  lessen  the  cost  ol 
settling  claims.  Another  \ear  of  hurri- 
cane damage  is  unlikely  in  the  casual- 
ty field,  the  companies  are  becoming 
more  selective  in  the  business  the\ 
write,  and  insurance  commissions  are 
more  liberal  in  granting  rate  increases. 
Given  a  better  underwriting  back- 
ground, investment  income  can  be 
quickly  translated  into  net.  Thus,  my 
interest  is  not  just  on  the  basis  of  the 
asset-rich  claims  that  attracted  "take- 
over" attempts  in  past  years,  Ijut  on 
the  prospect  of  a  fundamental  turn 
for  the  better. 

One  last  thought:  The  social  and 
economic  unrest  of  the  late  1960s 
now  may  be  past  history.  This  is  evi- 
denced by  the  new  popularity  of  "fam- 
ily" motion  pictures,  the  moderate 
views  of  younger  people,  I  think  there 
has  been  a  subtle  change  in  the  na- 
tional mood,  which  could  be  a  signifi- 
cant new  long-term  plus.   ■ 


76 


FORBES.    FEBRUARY    15,    1971 


The  Funds 


Inflationary  Note 

Leox  Levy  is  very  happy  to  be  in  a 
service  business  and  not,  say,  in  the 
steel  business.  Bethlehem  Sitel 
tried  to  raise  its  prices  by  12?,  and 
President  Nixon  pulled  a  Kennedy 
on  them.  But  Levy's  Oppenheimer 
Fund  put  through  a  far  bigger  in- 
crease than  that,  and  no  one 
slapped  him  and  his  company 
down.  \ot  even  his  customers.  A 
solid  80f  of  them  approved  the 
price  increase. 

Leon  Levy  is  the  perfomiance- 
minded  president  of  Oppenheimer 
Fund.  Oppenheimer  Fund  did  an 
exceptionally  good  joi)  for  its  stock- 
liolders  in  bull  markets,  scoring 
A+  in  FoHBEs'  latest  Mutual  Fund 
Survey  (Aug.  15);  it  outdid  the 
Standard  &  Poor's  500  h\  nearly 
100'^  between  1962  and  m'id-197(). 
Because  of  its  high  performance 
rate,  Oppenheimer  Management 
Co.  charged  stockholders  an  extra 
fee  in  any  \ear  it  outperformed  the 
S&P  500.  The  extra  fee  was  mod- 
est eiDugli— up  to  .30  cents  on  ev- 
ery SlOO,  in  addition  to  the  usual 
50  cents  per  $100.  To  make  things 
even  fairer,  Oppenheimer  Nhuiage- 
ment  penalized  itself  by  up  to  30 
cents  per  $100  any  year  it  failed 
to  outperform  the  "500." 

When  the  Oppenheimer  Fund 
failed  to  outperform  the  averages, 
as  in  1969,  Oppenheimer  Manage- 
ment's fees  were  cut  shar[)Iy.  For 
niauaging  assets  of  $2S7  million  in 
1969,  Oppenheimer  NLniagcnicnt 
Co.  got  only  $68 1, ()()(),  eciuivalent 
to  just  2  cents  per  $100. 

That's  w  In  Leon  Lev\  decided  to 
raise  his  prices.  The  new  scale  is 
much  more  generous  to  manage- 
ment. The  basic  fee  goes  up  5()/f, 
from  50  cen^s  per  $10')  per  year  to 
75  c:nls.  The  maxinuim  perfor- 
mance bonus  goes  up,  too,  from 
30  cents  per  $100  to  40  cents  per 
$100.  0\e:all,  in  a  good  year,  then, 
Oppenheimer  Management  can 
charge  a  maximum  1.15?  of  net  as- 
sets, as  against  a  maximum  of  0.8? 
previously.  To  keep  things  in  bal- 
ance, the  maximum  penalty  for 
being  beaten  by  the  "500"  also  goes 
from  30  cents  per  $100  to  40  cents. 
This  may  sound  like  small  change, 
but  wait  until  you  sit  down  and 
figure  it  out.  Since  Oppenheimer 
manages  a  total  of  $350  million, 
every  extra  dime  of  management 
fee  that  it  gets  per  $100  is  worth 


Levy  of  Oppenheimer  Fund 


another  $350,000. 

In  raising  his  prices,  Leon  Levy 
also  made  another  adjustment 
highly  beneficial  to  himself  and  his 
fellow  managers.  In  the  future,  per- 
formance records  used  to  establish 
fees  will  be  based  on  a  fliree-year 
average  instead  of  just  one  year. 
Since  there  has  been  no  three-year 
period  in  Oppenheimer  Fund's  his- 
tory when  the  fund  has  not  out- 
performed the  S&P  index,  the 
change  in  the  calculation  method 
makes  the  penalty  fee  seem  highly 
academic,  to  say  the  least. 

To  be  fair,  however,  in  recent 
years  only  about  half  of  all  mutual 
funds  have  consistently  outper- 
formed the  S&P  500. 

Detailed  examples  in  the  pro- 
spectus reveal  just  how  big  a  dif- 
ference for  Oppenheimer  using  a 
three-year  average  instead  of  a  one- 


year  average  alone  can  make. 
Oppenheimer  Management  in  1969 
received  $681,000  after  a  $709,000 
penalty.  If  the  netv  fee  structure 
had  been  in  effect  for  that  year, 
Oppenheimer  Management  would 
not  only  have  escaped  paying  any 
penalty  but  would  even  have  taken 
in  $2.9  million.  In  not  one  of  the 
five  years  from  1964  to  1969  would 
total  fees  have  been  lower  under 
the  new  plan.  In  the  aggregate, 
the  (Otal  fees  it  took  in  would  have 
amounted  to  $7.3  million,  80% 
more  than  the  $4.1  million  actual- 
ly paid  to  Oppenheimer  Manage- 
ment. Not  a  bad  price  increase, 
even  in  today's  inflationary  setting. 
When  Fo)U5iis  asked  Leon  Levy 
for  his  comments,  his  reaction  could 
only  be  called  snappish  and  de- 
fensive. "Who  put  you  on  to  this 
story?"  he  asked. 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

t.  ma 

A  MO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

■    One  Charles  Center,  Dept   A6 
Baltimore,  Md.  21201  Phone  (301)  539-1992 

I  Nime. 

IMdrcss  —^ . 
I.p 
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EBERSTADT  FUND,  INC. 


w 


COPIES  OF  THE  PROSPECTUS  MAY  BE  OBTAINED 
THROUEH  THE  UNDERSIGNED 


F.  EBERSTADI  &  CO.,  € 

Managers  &  Distributors,  Inc.        ^ 
61  Broadway,  New  York,  N.  Y.  10006 

GENTLEMEN:  Please  send  me  a  Prospectus 
describing  The  Eberstadt  Fund.  Inc. 


N«M( 


I 
I 


OOORESS. 

eii'( 


$TATt. 


_TEUPHONE. 
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"We  read  about  it  in  your 
proxy,"  we  replied.  Apparently 
mollified  that  no  malice  was  in- 
tended, Levy  then  defended  his 
price  increase.  "Tlie  entire  mutual 
fund  management  industry  is  in 
profit  trouble,"  he  began.  "We 
think  the  industry  in  1970  made 
between  $15  million  and  $20  mil- 
lion—handling $45  billion  of  assets. 
That's  only  0.04%. 

"In  our  case,  we  felt  that  the 
(juality  of  our  money  management 
was  very,  very  good.  We  were  one 
of  the  few  growth  funds  that  was 
up  last  year.  Yet  we  were  not 
operating  profitably,  even  though 
the  management  company  is  sub- 
sidized to  the  extent  that  none  of 
its  principal  executive  officers  draw  s 
a  salarx'  from  the  managemen! 
company.  The  earned  surplus  of 
Oppeiiheimer  Management  Co.  al 
tli"  end  of  1969  was  only  $189,000. 
That  means  that  aftei'  ten  years  ol 
managing  hundreds  of  millions,  v\c 
had  a\erage  vearlv  profits  of  onK 
$18,900." 

Our  reporter  knows  more  than  ;i 
lit!l'.'  about  how  mutual  tunds  op- 
erate. He  admitted  that  .so  small  a 
profi!  as  this  seemed  unreasonable, 
but  he  went  on  to  point  out  that 
there's  more  in  ruiniing  a  mutual 
fund  like  Oppenheimer  than  the 
maniigemeiit  fee.  There  are  the 
brokerage  commissions,  for  exam- 
ple. Oppenheimer  Management  Co. 
is  a  92%-owned  subsidiary  of  Op- 
penheimer &  Co.,  a  member  firm 
of  the  New  York  Stock  Exchange. 
Leon  Levy  is  a  partner  of  the  firm, 
and  so  are  several  officers  of  Op- 
penheimer Management.  Between 
1967  and  1969,  Oppenheimer  &  Co. 
axeraged  $1.5  million  a  year  in 
Ijiokerage  commissions  from  the 
fund.  That's  a  lot  of  commissions, 
and  ol  the  juicy,  big-block  type 
that  involve  comparatively  little  e\- 
pense.  Count  the  profit  on  tlint 
business,  and  Leon  Levy  and  his 
partners  came  out  pretty  well  even 
after  pa\'ing  some  penalty  fees. 

At  least  we  thought  so.  Appar- 
ently, however,  most  of  the  stock 
holders  agreed  that  Leon  Levy  de- 
served his  price  boost,  to  judge 
from  the  four-fifths  of  them  who 
\oted  in  favor.  And  neither  Presi- 
dent Nixon  nor  Chairman  of  the 
Council  of  Economic  Advisers  Paul 
McCracken  said  a  word. 

Not  for  the  world  would  Leon 
Levy  trade  the  brokerage  business 
for  the  steel  business.   ■ 


440th  niviaena 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 
Consecutively  Paid 
For  Over  103  Years 

A  quarterly  dividend  of  fifty 
cents  (50^)  a  share  will  be 
paid  on  March  12,  1971,  to 
stockholders  of  record  Feb- 
ruary 12,  1971. 

SAMUEL  B.   CASEY,  JR. 
President 

Divisions 
Transportation  Equipment 

Pullman-Standard 
Trailmobile 

Engineering/Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

Pullman  Transport 

Leasing  Company 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Societe  des  Remorques,  Semi- 

Remorques  et  Citernes  Trailor 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  iMexico) 
Berry  Metal  Company 
Aloe  Coal  Company 
F.  C.  Torkelson  Company 
Unimation,  Inc. 


Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas  77005 

Quarterly  Dividend 
450  per  Common  Share 

Payable  March  15, 1971 
Record  February  26, 1971 
Declared  January  27, 1971 

CyrilJ.  Smith 
Secretary 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM&CO. 

Members  New  York  Stock  Eichanfe 

and  other  leadlni  Eiclianies 

120  Broadway,  New  York,  N.  Y.  lOOOS 
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DIVIDEND  NOTICE 

:Morc  than  SOU.UOO  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  QO^*  per  share  declared 
January  27,  1971  and  payable 
March  10,  1971  to  shareholders 
of  record  February  10,  1971. 

1971  is  the  89th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

{New  Jersey) 


£sstf 
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Increase  in 

Common  Stock 

Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  January  21,  1971, 
declared  a  regular  quarterly  divi- 
dend of  fifty  cents  (50c)  per  share 
on  the  Corporation's  Common 
Stock.  This  dividend,  which  repre- 
sents an  increase  of  'Zi-i  cents  per 
share  over  the  quarterly  rate  paid 
in  1970,  is  payable  February  26, 
1971  to  stockholders  of  record 
January  29,  1971. 

LKROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 

Central  AND  South  West 
Corporation 

Wilmington,  Delaware 


QUARTERLY  DIVIDENDS  SINCE  J935 

NATIONAL 
DISTILLERS 
sCHEMICAL 
CORPORATION 

DIVIDEND  NO  TICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22'ht  per  share 
on  the  outstanding  Common  Stock, 
payable  on  March  1,  1971,  to  stock- 
holders of  record  on  February  10, 
1971.  The  transfer  books  will  not  close. 
January  28,  1971 

RAMSEY  E.  JOSLIN,  Vice  President 
and  Treasurer 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


Hope  ever  tells  us  tomonow  will 
be  better.  — Tibullus 


Take  heart  again;  put  your  dismal 
fears  away.  One  day,  who  knows? 
Even  these  hardships  will  be  grand 
things  to  look  back  on.  —Vergil 


Show  not  yourself  glad  at  the  mis- 
fortune of  another,  though  he  were 
your  enemy.     —George  Washington 


Life  is  too  short  for  mean  an.xieties. 
—Charles  Kingsley 


Problems  are  the  price  of  progress: 
Don't  bring  me  anything  but  trouble 
—good  news  weakens  me. 

—Charles  F.  Kettering 


Despair    not    onh*    aggravates    our 
misery  but  our  weakness. 

—Luc  DE  Vauvenargues 


Our  greatest  glory  is  not  in  never 
falling,  but  in  rising  every  time  we 
fall.  —Confucius 


It  has  done  me  good  to  be  some- 
what parched  by  the  heat  and 
drenched  by  the  rain  of  life. 

—Henry  Wadsworth  Longfellom' 


No  man  can  tell  whether  he  is  rich 
or  poor  by  turning  to  his  ledger.  It  is 
the  heart  that  makes  a  man  rich.  He 
is  rich  according  to  what  he  is,  not 
according  to  what  he  has. 

—Henry  Ward  Beecher 


We  make  outselves  rich  by  making 
our  wants  few. 

—Henry  David  Thoreau 


I've  never  been  poor,  only  broke. 
Being  poor  is  a  frame  of  mind.  Being 
broke  is  only  a  temporary  situation. 

—Mike  Todd 


There  is  nothing  magnanimous  in 
bearing  misfortunes  with  fortitude, 
when  the  whole  world  is  looking  on. 
...  He  who,  without  friends  to  en- 
courage or  even  without  hope  to  al- 
leviate his  misfortunes,  can  behave 
with  tran()uility  and  indiHerence.  is 
truly  great.  -Oliver  Goldsmith 


Real  evils  can  be  either  cured  or 
endured;  it  is  only  inuiginary  evils 
that  make  people  an.xiety-ridden  for  a 
lifetime.  —Earl  NiciiTiNG.\LE 
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If  notliing  seems  to  he  goin<^ 
right  for  ijou,  remember  the  fa- 
Me  of  what  fiappened  iclien  the 
Lord,  moved  by  ceaseless  com- 
plaining, summoned  all  the  peo- 
ple and  told  them  to  throw  their 
trotdyles  on  one  heap.  Each  one 
teas  told  to  pick  out  the  lightest 
lie  could  find.  And,  to  the  la.^t 
man,  every  one  selected  his 
own  trouble! 


There  seems  no  escape  from  trou- 
bles of  our  own  creation. 

—Arnold  Glasow 


He  who  would  have  no  trouble  in 
this  world  must  not  be  born  in  it. 

—Italian  Proverb 


Perhaps  wisdom  is  to  be  found  in 
people  who  have  suffered  greatly  but 
have  surmounted  it. 

—Louis  Jolyon  West 


No  man  is  happy  but  by  compari- 
son. —Thomas  Shadwell 


Half  our  fears  are  baseless;  the  oth- 
er half  discreditable. 

—Christian  Bovee 


Before  it  can  be  solved,  a  problem 
must  be  clearly  stated  and  defined. 

—William  Feather 


Man  alone  suffers  so  excruciatingly 
in  the  world  that  he  was  compelled  I 
to  invent  laughter. 

— Friedrich  Nietzsche 


I  firmly  believe,  notwithstanding  all 
our  complaints,  that  almost  every  per- 
son upon  earth  tastes  upon  the  totality 
more  happiness  than  misery. 

—Horace  Walpole 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  .subject,  are 
now  available  in  a  ■'574-page  hook 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Avenue, 
New  York.  N.Y.  1001 1.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . , . 


Sent  in  by  Mrs.  Alice  F.  Mueller, 
Indianapolis.  Ind.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thounhts  oil  the  Business 
of  Life  is  presented  (o  senders  of 
texts  used. 


For  I  have  satiated  the  weary  .soul, 
and  I  have  replenished  every  sorrow- 
ful soul.  —Jeremiah  31:25 
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\bu  know  what  you  pay  for  insurance. 
Now  find  out  what  it  costs. 


You  have  numbers,  plenty  of 
numbers,  on  how  much  you  pay  for 
what  insurance. 

But  you  probably  don't 
remember  anything  except  the  final 
dollars  and  cents  figure.  Because 
most  likely  that's  the  only  number 
you  can  really  use. 

With  good  reason,  too.  For 
insurance  premiums  have 
traditionally  been  reported  to  you 
in  the  language  of  insurance. 

But  now  a  company  will  tell 
you  how  much  your  insurance  costs^ 
in  the  language  you  understand 
best.  The  language  of  your 
cost  analysis  procedures. 


That  company  is  CNA. 

We  now  offer  you  an  Industrial 
Risk  Information  System  (IRIS) .  To 
break  down  insurance  costs  any 
way  you  want. 

By  line.  Location 
Policy.  Year 


1 


Or  any  profit  center  method  unii 
to  your  business. 

That  way  you'll  know  when 
and  where  your  insurance  costs  a* 
out  of  line.  In  time  to  do  somethim 
about  it.  ■ 

So  talk  to  your  CNA  agent. 
Or  write  to  us. 

Just  ask  about  IRIS.  A  full 
explanation  won't  cost  a  thing.  Jj 

Have  it  your  way  I 

■  CA/A,  /insurance 
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Most  of  the  news  that's  fit  to  print 
never  gets  printed 


More  than  250,000  college  students  in  this 
country  operate,  without  pay,  1000  pro- 
grams for  mentally  retarded  children,  others 
conduct  classes  in  hospitals  and  jails,  still 
others  tutor  ghetto  children  to  enable  them 
to  keep  up  with  children  from  more  fortu- 
nate homes. 

More  than  200  American  corporations 
donate  tools  and  money  to  140  schools  in 
Latin  America  training  150,000  students  to 
earn  a  self-supporting,  self-respecting  future 
more  friendly  to  the  United  States. 

In  California  a  lone  college  student  stood 
off  for  hours  a  mob  bent  on  desecrating  the 
flag  he  proudly  said  "stands  for  what  en- 
ables me  to  go  to  college". 

In  160  American  cities  18,800  business- 
men act  as  Big  Brothers  to  young  boys  who 


lack  and  desperately  need  that  sort  of  coun- 
sel, friendliness,  help. 

In  Michigan  a  small  group  of  students  do- 
nated and  collected  money  to  pay  merchants 
for  windows  broken  by  student  rioters. 

Marines  in  Vietnam,  out  of  their  own 
pockets,  have  built  and  maintain  three  hos- 
pitals for  natives;  regularly  provide  toys  for 
hundreds  of  children  who  never  had  any; 
encouraged  and  helped  an  American  town, 
from  which  one  Marine  had  come,  to  give  a 
Christmas  to  the  entire  Vietnam  town  in 
defense  of  which  he  had  been  killed. 

Large  corporations  have  set  up  and  main- 
tain in  Harlem  a  very  special  school  for 
drop-outs,  to  fit  them  for  college.  There  have 
been  no  drop-outs  from  that  school. 

So  be  of  good  cheer  .  .  .  it's  still  America 
—  and  it's  wonderful. 


Warner  &  Swasey  Ideal  Mult-I-Web  Blenders  make 
better  cotton/polyester  blend  fabrics  by  accurately 
combining  the  natural  and  synthetic  fibers  for  maxi- 
mum strength  and  even  dyeing. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


ROOUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Judge  for  jotii^elf  wlmt  ife  woit^ 

t03ou  and  your  compaiiy 

to  dM  your  own  Long  Distance  calls 

...instead  of  calling  person-to-person 
or  having  the  operator 
place  the  call  station-to-station: 


Examples  of  rates  for  various  types  of  calls  8  a.m.  to  5  p.m.,  Monday  through  Frida/-^ 


Person-                            Station-to-Station 

to-                      Operator-                    Dial-it- 
Person                    Assisted                    Yourself 

'•=Rates  referred  to  in  the  columns 
on  the  left  are  for  three-minute 
calls,  8  a.m.  to  5  p.m.,  Monday 

Atlanta,  Ga. 

to  Birmingham,  Ala. 

$1.25 

$   .80 

$   .70 

through  Friday.  Dial-it-yourself 
ratesapplyon  all  interstatedialed 
calls  (without  operator  assist- 

Washington, D.C. 
to  Pittsburgh,  Pa. 

1.35 

.85 

.75 

ance)  from  business  or  residence 
phones  anywhere  in  the  continen- 
tal U.S.  (except  Alaska)  and  on 

Los  Angeles,  Calif, 
to  Phoenix,  Ariz. 

1.90 

1.25 

.95 

calls  placed  with  an  operator 
where  direct-dialing  facilities  are 
not  available.  Dial-direct  rates  do 

Kansas  City,  Mo. 
to  Dallas, Tex. 

2,15 

1.35 

1.00 

not  apply  to  person-to-person, 
coin,  hotel  guest,  credit  card, 
and  collect  calls  and  on  calls 

NewYork.N.Y. 
to  Chicago,  III. 

2.40 

1.45 

1.05 

charged  to  another  number  All 
rates  plus  tax. 

San  Francisco,  Calif, 
to  Philadelphia,  Pa. 

3.55 

1.85 

1.35 

@ 

V,-^ 

Dial  it  yourself  and  save. 
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Services  for  the  Energy  Industries  ^^ 

Begin  with  a  Capital  ^% 


Halliburton's  diverse  range  of 
services  offered  to  the  interna- 
tional oil,  gas,  electric  and 
nuclear  power  industries  makes 
the  Company  a  leader  in  its 
field.  Petroleum  industry 
services  of  Halliburton  Services, 
Otis  Engineering  and  Welex 
embrace  the  total  life  of  oil  and 
gas  wells.  Through  Brown  & 
Root,  Halliburton  has  become  a 
dominant  factor  in  engineering/ 
construction  for  both  the 
petroleum  and  power- 
generation  industries.  Since  the 
majority  of  the  Company's 
income  is  derived  from  services 
to  these  industries,  the 
accelerating  demands  for 
energy  should  continue  to  have 


a  favorable  impact  on  future 
operations.  These  are  some  of 
the  reasons  we  say,  "Services 
for  the  Energy  Industries  Begin 
With  a  Capital  H." 

To  find  out  more  about 


energy  industries,  write  for  a 
copy  of  the  Company's  1970 
annual  report,  which  will  be 


Halliburton's  involvement  in  the     available  about  March  15, 1971. 

FINANCIAL  HIGHLIGHTS 

1970                1969  1968 

REVENUES  (millions)          $1,057.3  $1,010.6  $    805.2 

NET  INCOME  (millions)  ,  .  .        46.3             54.1  45.6 

Earnings  per  share $     2.69  $     3.15  $     2.68 

The  Worldwide  Halliburton  Companies 


Halliburton  Services  Division 
Otis  Engineering  Corporation 
Welex  Division 
Jet  Research  Center.  Inc. 
FreightMaster  Division 
Welex  Electronics  Division 
Environmental  Control  Division 
Special  Products  Division 


o 


Brown  &  Root,  Inc 
Taylor  Diving  &  Salvage  Co  .  Inc. 
Locher  Company 
Jackson  Marine  Corporation 
Southwestern  Pipe,  Inc. 
Joe  D   Hughes,  Inc. 
Highlands  Insurance  Company 
Life  of  the  Southwest 
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Side  Lines 


Tale  of  Two  Stories 

Forbes  stories  deal  with  a  wide  variety  of  subjects,  but  we  try  to  be 
more  consistent  than  that  in  our  treatment  of  them.  Take  the  two  ma- 
jor stories  in  this  issue.  Playboy  Enterprises  and  H.J.  Heinz. 

Before  you  tear  the  pages  turning  to  the  Playboy  story,  let  us  warn 
you  that  you'll  find  no  cheesecake,  no  baring  of  the  facts  about  Hugh 
Hefner's  Bunnies.  That  simply  isn't  the  reason  we  did  the  story. 

The  suggestion  for  the  story  came  up  several  weeks  ago  from  Stall 
Writer  Frank  Lalli,  who  had  heard  rumors  that  the  Playboy  empire 
was  planning  to  go  public  and  who  thought  that  deserved  a  short  ar- 
ticle. We  thought  so,  too.  But  as  LaUi  looked  into  the  story  it  grew  and 
grew— both  in  interest  and  in  size— until  it  finally  weighed  in  as  a  five- 


ateinz; 
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page  major  take-out  on  the  company  and  its  founder.  To  get  it,  Lalli 
spent  some  three  weeks  checking  the  outside  sources— including  a  Lon- 
don interview  with  Hefner's  No.  One  competitor,  Bob  Guccione  of  Pent- 
house. Then  he  and  Researcher  Juditli  Koblentz  spent  several  days  in 
Chicago  interviewing  Hefner  and  the  top  brass  of  the  Playboy  empire. 

You'll  fiiul  the  resulting  story  on  page  17.  As  we  said,  there  aren't 
any  unclad  Bunnies  to  be  found  tiiere.  But  what  we  think  you  will 
find  is  the  best  serious  treatment  of  Hefner  and  Hefner's  serious  at- 
tempt to  turn  the  post-Victorian  sexual  fantasies  of  2()th-century  west- 
ern man  into  brick-and-mortar-and-liesh-and-blood  reality.  We  hope 
you  agree,  after  reading  it,  that  it  was  worth  tlie  space  we  gave  it. 

As  for  the  cover  story  on  I  I.J.  Heinz,  we  swear  that  we  didn't 
choose  it  as  counterpoint  to  the  Playboy  lead  article;  but  if  we  had,  we 
wouldn't  have  been  able  to  choose  two  companies  more  unlike  one  an- 
other. Where  the  very  essence  of  I^layboy  is  anti-Victorian,  Heinz  is  so 
solidly  rooted  in  the  Victorian  period  that  one  almost  expects  to  see  an- 
timacassars on  the  waiting-room  chairs.  But  Associate  Editor  Howard 
Rudnitsky  found  it  pretty  sexy  from  a  business  point  of  view. 

The  story  he  tells,  beginning  on  page  24,  is  the  story  of  a  company 
that  was  slowly  running  down,  a  company  that  had  done  so  well  at  one 
time  and  in  one  setting  that  change  seemed  unnecessary  if  not  down- 
right dangerous.  Like  some  fancy  historians  we  know,  we've  always 
suspected  that  success  is  the  best  breeding  ground  for  failure,  mean- 
ing that  the  more  outstanding  a  company's  success,  the  more  persua- 
sive the  voices  that  ask,  Why  change  a  winning  game?  Then,  when  the 
game  plan  is  no  longer  a  winning  one,  the  impulse  to  change  and  the 
personnel  to  carry  it  out  are  too  weak  and  too  few. 

That's  why  we  consider  Heinz's  Burt  Gookin  every  bit  as  sexy,  from 
Forbes'  point  of  view,  as  Playboy's  Hugh  Hefner.  Gookin  is  that  rare 
business  executive  who  is  a  self-starter,  who  combines  a  desire  for 
achievement  with  the  ability  to  understand  how  it  can  be  brought 
about  in  a  solid  but  staid,  even  tradition-bound,  firm. 

And  what  of  the  Heinz  family,  who  started  the  company  and  still 
control  it?  We  found  their  relationship  to  Gookin,  and  Gookin's  re- 
building program,  one  of  the  most  interesting  parts  of  the  story.   ■ 


Why  New  York 
for  Research 
and  Science? 

New  York  gives  a  state  business 
tax  credit— up  to  nearly  100%  abate- 
ment in  some  cases— on  investment  in 
new,  expanded  or  modernized  re- 
search or  science-oriented  production 
facilities.  On  both  buildings  and 
equipment.  Also  on  water-  and  air- 
pollution  control  devices. 

Or  you  can  depreciate  the  cost  of 
just  research  and  development  facil- 
ities in  one  year.  It's  your  choice. 

New  York  ofFers  other  advantages: 

■  Quick  access  to  the  nation's  largest  in- 
dustrial market  and  two  thousand  indus- 
trial research  laboratories  and  technical 
libraries. 

■  17  four-year  engineering  and  techni- 
cal colleges  and  37  technology-oriented 
community  colleges  among  our  200  insti- 
tutions of  higher  learning. 

■  35%  of  our  high-school  students  receive 
vocational  training. 

■  NO  state  or  local  taxes  on  research 
laboratories'  or  manufacturers'  personal 
property,  such  as  equipment,  machinery 
and  inventories. 

■  A  business  "climate"  which  has  pro- 
duced (1)  more  than  7,700  new,  ex- 
panded or  modernized  production  and 
research  facilities  in  the  past  12  years, 
and  (2)  the  lowest  percentage  increase 
in  state  business  tax  collections  among 
major  industrial  states  since  World  War  II. 

Why?  Because  Governor  Rocke- 
feller wants  it  this  way:  "It  is  the  pur- 
pose and  policy  of  this  state  govern- 
ment to  generate  economic  growth- 
more  business,  more  profits,  more  pay- 
rolls and  more  jobs." 

To  find  out  what  New  York  offers 
you,  mail  coupon  below  attached  to 
your  letterhead. 
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I*     Commissioner  Neal  L.  Moylan  ' 

New  York  State  Department  of  Commerce  I 

I     Division  of  Industrial  Sciences  J 

and  Technologies  I 

1112  State  Street  (Room  445)  { 

'  Albany,  New  York  12207  I 

I     Please  send,  free  of  charge.  Information  on  ■ 

advantages  for  research  and  scientific  firms  I 

I     in  New  York.  • 
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Firm 

Address. 
City 


L 

8 


State. 


-Zip- 


r 


Trends 

&  Tangents 


FOREIGN 


No  Nigh f mare 

"Guaranteed  annual  income"  is 
an  alarming  phrase  to  some  U.S. 
politicians,  but  it  no  longer  scares 
many  Swedes.  Despite  arguments 
that  the  plan  would  kill  work  in- 
centive and  overload  welfare  rolls, 
Stockholm  initiated  a  pilot  guaran- 
teed income  program  last  June.  Al- 
though the  welfare  rolls  did  grow 
by  328  cases  monthly,  this  increase 
was  30%  lower  than  the  expected 
500.  Another  prediction,  that  re- 
cipients would  be  incapable  of  han- 
dling the  new  budgeting  the  system 
requires,  also  proved  wrong;  only 
5%  proved  unable  to  do  so. 

Pursuing  the  Wily  Cockroach 

The  search  for  a  pesticide  that 
could  eliminate  unwanted  insects 
without  tragic  consequences  for 
children,  pets  and  the  environment 
often  ended  up  with  natural  pyre- 
thrin,  made  from  a  tropical  flower 
of  the  chrysanthemum  family;  but 
such  pyrethrin  often  varied  in  qual- 
ity and  supply.  Now  a  new  syn- 
thetic pyrethrin  has  appeared,  de- 
veloped by  a  British  agricultural 
experiment  station,  that  seems  well 
suited  for  commercial  and  house- 
hold use.  A  broad-spectrum,  con- 
tact insecticide,  it  causes  no  irrita- 
tion to  eyes,  skin  or  mucous  mem- 
branes; has  even  lower  toxicity  for 
mammals  and  fish  than  natviral 
pyrethrin;  and  is  said  to  present  no 
significant  environmental  problems. 
It  will  be  distributed  in  the  Western 
Hemisphere  by  CPC  International's 
S.B.  Penick  division. 


BUSINESS 


The  Tax  Man  Giveth  .  .  . 

People  who  buy  on  bank  credit 
cards  will  get  a  better  tax  break 
this  year,  because  of  a  ruling  pub- 
lished by  the  Internal  Revenue  Ser- 
vice in  February.  Heretofore,  only 
a  6%  interest  on  the  unpaid  balance 
of  credit  card  purchases  could  be 
deducted,  even  though  actual  in- 
terest charges  often  ran  18%.  This 
was  because  the  IRS  considered 
credit  cards  as  retail  installment 
credit  and  therefore  subject  to  the 
6%  rule  for  finance  charge  deducti- 


bility. Under  the  revised  rule,  ser- 
vice charges  on  unpaid  credit  card 
balances  will  be  considered  as  in- 
terest and  thus  deductible  in  full. 

.  .  .  and  Takelh  Away 

Because  of  an  amendment  to 
the  1969  Tax  Reform  Act,  writers 
and  artists  now  find  they  are  in  ef- 
fect penalized  if  they  donate  their 
works  to  museums  and  universities. 
Before  1970,  an  author  who  do- 
nated his  manuscripts  to  a  tax- 
exempt  library,  or  an  artist  who 
gave  some  of  his  own  works  to  a 
museum,  could  deduct  their  fair 
market  value  from  gross  income- 
just  as  a  collector  still  can.  Now  he 
can  deduct  only  the  cost  of  his  ma- 
terials. As  a  result,  such  donations 
have  dropped  sharply. 

Cashing  In 

With  abortions  now  legal  in 
New  York  State,  at  least  one  pub- 
licly owned  company  has  decided 
that  they  may  be  a  new  source  of 
profits.  Life  Sciences  Inc.,  a  Flori- 
da-based biological  research  and 
health  care  company  whose  stock 
is  traded  over-the-counter,  has  pur- 
chased the  physical  plant  of  two 
New  York  City  hospitals  whose 
gross  revenues  total  some  $10  mil- 
(Continued  on  page  71) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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READERS  SAY 


"Always  Acfive" 

Sir:  The  ston-  that  Forbes  ran  about 
me  (Feb.  15)  in  its  primary  thnist  por- 
trays me  as  coming  out  of  "virtual  retire- 
ment" to  take  on  major  new  leadership 
respxjnsibilities  and  "rally  the  forces"  of 
Time  Inc.  This  is  inaccurate  on  all 
counts.  I  have  always  remained  active  in 
the  company  since  I  stepped  down  as 
president  in  1960.  I  have  also  always 
been  active  in  the  financial  area,  and  it 
represents  httle  change  in  my  responsi- 
bilities to  take  over  the  job  of  chairman 
of  the  finance  committee  which,  under 
me,  wiU  not  be  an  operating  post.  We 
have  had,  and  continue  to  have,  a  very 
strong  financial  operating  team  in  Time 
Inc.  As  a  member  of  the  board  for  38 
years,  I  have  performed  many  duties  and 
to  describe  this  particular  duty  as  any- 
thing extraordinary  is  wrong.  I  tried  to 
make  these  points  clear. 

.Although  the  times  have  indeed  been 
difficult  for  all  communications  compa- 
nies, I  take  great  pride  in  the  record 
that  Time  Inc.  has  made  in  1970.  Its 
earnings  have  remained  approximately 
level  with  1969,  something  that  cannot 
be  said  for  almost  any  other  major  com- 
munications company.  This  is  a  remark- 
able achievement  for  1970  ant!  it  results 
directly  from  the  outstanding  leadership 
given  to  Time  Inc.  by  its  top  manage- 
ment team. 

Your  article  alleged  that  I  may  be 
questioning  the  deal  to  sell  our  radio  sta- 
tions. I  do  not  question  the  deal  at  all. 
What  I  said  to  your  reporter  was  that 
the  sale  has  not  been  consummated  be- 
cause it  has  to  be  approved  by  the  FCC 
and  that  takes  some  time  to  do. 

Yoiu"  article  stated  that  the  Time-Life 
Books  division  has  been  hit  by  a  "slump." 
In  1970,  Time-Life  Books  achieved  rec- 
ord revenues  and  its  earnings  were  with- 
in 6%  of  its  all-time  high.  That  can  hard- 
ly be  characterized  as  a  "slump." 

You  describe  the  General  Learning 
Corp.  as  a  "corporate  disaster."  In  1970, 
General  Learning  made  its  first  profit,  a 
fact  that  was  publicly  predicted  a  year 
ago  and  has  become  generally  known  in 
the  investment  community  in  recent 
months. 

•  —Roy  E.  Larsen 

Vice  Chairman, 

Time  Inc. 

New  York,  N.Y. 

Oo  Something  About  If 

Sm:  Money  Man  John  R.  Bunting 
(Forbes,  Dec.  15)  couldn't  be  more  cor- 
rect in  his  assessment  of  the  last  two 
years  of  the  go\ernment's  game  plans  on 
the  control  of  inflation.  Inflation  has  lit- 
erally been  built  in  or  generated  by  the 
lack  of  any  kind  of  controls  in  tlie  past 
two  years  as  well  as  in  the  four  years  of 
the  immediately  preceding  Democratic 
Administration.  Now  that  this  hard  fact 
is  clear,  the  government  game-plan  peo- 
ple are  obviously  looking  for  a  face-sav- 
(Continued  on  page  70) 


Anytime, 

Anyplace, 

Dial-a-Room 

Call  your  nearest  Howard  Johnson's  Motor  Lodge  anytime  for  a 
reservation,  confirmed  by  our  computers,  at  any  of  our  more  than 
425  other  Lodges  coast  to  coast.  Or  call  the  Reservation  Center  nearest  you. 


Atlanta,  Ga. 

404-261-0500 

Boston,  Mass. 

617-482-5467 

Charlotte,  N.C. 

704-375-7311 

Chicago,  111. 

312-297-1550 

Cincinnati,  Ohio 

513-241-1085 

Cleveland,  Ohio 

216-241-6475 

Detroit,  Mich. 

313-964-6820 

Indianapolis,  Ind. 

317-639-5394 

Jacksonville,  Fla. 

904-791-0266 

Miami,  Fla. 

305-358-3873 

New  York,  N.Y. 

212-896-4700 

Philadelphia,  Pa. 

215-923-5940 

Washington,  D.C. 

202-554-5133 

A%^' 


and  when  in  the  twenty-two  states 
west  of  the  Mississippi  River, 
call  (toll-free)  800-323-2330 


HOWARD  „ 

JOHnsonS 


MOTOR  LjODGES 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chattanoogo,  Tennessee  37402 


OIL  AND  GAS   DIVISION 

Minerals  ownership, 
exploration  and  development. 

WHELAND  FOUNDRY  DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 
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EXPERT  ADVICE 
on 

COUNTRY  LIVING 

We've  read  and  evaluated  tiundreds  and  tiun- 
dreds  of  books  covering  every  ptiase  of  gardening 
and  country  living.  Our  Catalog  is  32  pages  of 
tionest,  thorough  description  of  those  titles  we 
believe  vKill  be  nnost  worth  your  time  and  money. 
It's  a  wealth  of  expert  advice  on  growing  fruits 
and  vegetables,  preserving  and  preparing  food, 
choosing  a  place  where  it's  still  pleasant  to  live 
in  the  U.S.A.;  home  wiring,  plumbing,  mainte- 
nance, building,  making  a  living  in  the  country, 
etc.,  etc.  If  you're  really  serious  about  country 
living,  you'll  be  delighted.  Please  send  25(1:  to 
help  cover  postage  and  handling.  Ask  for  GAR- 
DEN WAY  BOOK  CATALOG.  Write  now  to:  Garden 
Way  Research,  Dept.B-3813, Charlotte,  Vt.  05445 
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What  amazes  most  people 
about  this  new  copier^ 

isn't  that  it  uses  one-third 
less  floor  space, 

isn't  that  it  prints  over  40 
copies  per  minute, 

isn't  that  it  costs  40%  less, 

isn't  that  it  runs  on  regular 
HO  volt  current, 

isn't  that  it  uses  new  light- 
weight paper. 

It's  that  Xerox 
didn't  make  it. 
GAFdid. 


r 


GAF  Corporation,  Office  Systems  Division,  Copier  Products 
140  West  51  Street,  Dept.  FC,  New  York,  N.Y.  10020 

D  Please  send  me  information  about  the  GAP®  800  Copier 
D  I'd  like  to  see  the  GAF  800  Copier 

Name 


Company_ 
Telephone. 
Address 


City_ 


.State. 


-Zip. 


The  GAF'800  copier/duplicator 


Send  this  coupon  and  we'll  teU  you  how 
to  enter  the  GAF®  800  Copier  Golf  Sweepstakes. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


FREE  ENTERPRISE  INCLUDES  A  LOT  OF  FREEDOMS 


Rolls-Royce  is  broke— unless  Parliament  in  effect  takes 
it  on.  It  won  a  huge  aircraft  engine  contract  in  com- 
petitive bidding  against  United  Aircraft  and  General  Elec- 
tric by  contracting  to  deliver  something  it  turns  out  it 
could  not  at  anything  like  the  promised  price. 

There  are  cries  in  Britain  that  their  government  should 
bail  the  company  out,  and  lots  of  pleas  that  our  Gover- 
ment  should  help. 

In  heaven's  name,  why? 

A  business  that  gets  business  by  landing  orders  by  bid- 
ding below  cost  doesn't  long  stay  in  business.  That's  what 
free  enterprise  is  all  about. 

Douglas  Aircraft  Co.  was  in  trouble  a  while  ago.  Mc- 
Donnell took  them  on,  and  the  combination  under  that 
tough,  able  pioneer,  James  McDonnell,  has  resulted  in  a 
strong  and  successful  company.  The  same  shouM  be  al- 
lowed or  encouraged  to  happen  to  Lockheed.  In  near-total 


trouble  on  its  own,  Lockheed  is  further  crippled  by  Rolls- 
Royce's  failure.  There's  talk  that  our  Government  should 
bail  them  out,  keep  them  alive. 

Why?  We  still  have  a  number  of  huge  and  able  de- 
fense-oriented companies  in  business.  What's  viable  of 
Lockheed  might  be  taken  over  by  one  or  another  of  them. 
If  all  these  companies  cannot  survive  as  is,  attrition  will 
determine  the  survivors. 

For  our  Government  to  keep  alive  every  defense-oriented 
corporation— or  any  giant  corporation— is  impossible,  unde- 
sirable, unnecessary,  and  would  be  an  unmitigated  wrong. 

We  have  what  is  still  essentially  a  free  enterprise  system. 

Companies  are  free  to  make  money  in  a  competitive 
climate. 

Free  to  be  as  enterprising  as  they  can. 

Free  to  make  mistakes. 

And  free  to  go  broke. 


NEARLY  IMPOSSIBLE  TASK 


President  Ni.\on's  proposals  for  a  sweeping  reorganization 
of  the  executive  branch  make  sense.  He  would  consolidate 
the  departments  of  Agriculture,  Commerce,  Labor  and 
Transportation  into  one  new  unit,  and  the  departments  of 
Interior,  Housing  and  Health  would  combine  with  other 
independent  agencies  to  form  three  new  departments. 

The  chances  of  all  of  it  happening  though  are  quite 
unlikely. 


The  vast  vested  interests  of  each  existing  department 
and  agency;  each  with  its  own  bureaucratic  fiefdom;  each 
with  its  own  Congressmen  and  Committee  connections; 
each  with  lobby  groups'  support;  all  combine  to  form  a 
powerful  pool  of  people  who've  learned  to  live  with  things 
as  they  are. 

The  crying  need  for  reorganization  means  less  than  lit- 
tle to  those  who  would  be  job-affected. 


FROLIC  IN  THE  FOOTNOTES 


It  is  never  too  late  to  make  a  New  Year's  resolution. 
With  corporate  annual  report  time  around  the  corner,  re- 
solve this  year  to  read  the  footnotes  with  greater  avidity 
than  the  balance  sheet.  Often  therein  lies— buried— the  real 
story  of  a  company's  year  and  yield. 

If  you  don't  understand  or  can't  make  sense  out  of  the 


phraseology,  that  doesn't  necessarily  mean  you  are  dumb. 
Only  those  who  pretend  they  understand  what  they  don't 
are  thus  fairly  described. 

When  footnote  phraseology  clouds  the  point  instead  of 
clarifying  it,  write  the  report's  signer  asking  if  he  could 
say  what's  meant  in  words  that  do  so. 
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JUST  ORDER 

Back-office  stock  certificate  chaos  in  the  booming  market 
some  two  years  ago  set  off  a  chain  of  events  that  culminat- 
ed in  bankruptcy  or  near  bankruptcy  for  countless  Wall 
Street  firms.  The  almost  endless  manhandling  of  the  usu- 
ally useless  stock  certificate  costs  inestimable  millions  of 
dollars,  and  to  what  point? 

The  SEC  should  just  issue  the  requisite  bunch  of  regula- 
tions necessary  to  eliminate  the  actual  stock  certificate— un- 
less required  by  some  state  or  other  laws  that  will  take  a 


IT  DONE 

bit  of  time  to  change.  Unraveling  any  messiness  that  might 
result  from  such  action  would  be  far  less  costly  than  con- 
tinuance of  no  action. 

The  Federal  Government  was  about  to  abolish  certifi- 
cates for  government  and  agency  bonds  when  it  looked  like 
such  couldn't  be  insured.  Mutual  funds  don't  issue  certifi- 
cates except  when  requested. 

How  much  longer  must  this  meaningless  certificate  ritual 
take  brokers  and  underwriters  to  the  undertakers? 


A  GOOD  MAN— AND  THEY'RE  HARD  TO  FIND 


when  Customs  Commissioner  Myles  J.  Ambrose  was 
being  considered  to  head  the  Internal  Revenue  Service  by 
the  Nixon  Administration,  the  possibility  was  widely  crit- 
icized because  the  man's  background  is  in  law  enforcement 
rather  than  in  tax  policy  making. 

In  theoiy,  I  suppose,  the  critics  have  a  point.  But  in  fact, 
in  terms  of  the  man  himself,  they  do  not.  Mr.  Ambrose  has 
handled  a  couple  of  very  rough  jobs  with  problems  not  un- 
like those  of  the  Internal  Revenue  Service, 
and  handled  them  with  immense  effective- 
ness—blending equal  parts  of  firmness,  dis- 
cernment and  fairness. 

Take  the  Customs  Commissioner's  job— 
which  Mr.  Ambrose  took  on  a  year  and  a 
half  ago.  Here's  an  outfit  whose  men  on  the 
firing  line  frequently  get  undeserved  abuse 
as  they  do  a  hard,  poking  job  well.  Keeping 
your  cool  while  keeping  citizens'  smuggling 
to  a  minimum  is  not  easy.  With  Mr.  Ambrose  as  head  man, 
greater  discretion  has  been  extended  to  customs  men  on 
the  scene;  individual  processing  has  been  greatly  speeded 
but  so  has  meaningful  law  enforcement,  and  customs  rev- 
enues have  climbed. 

If  the  whole  bit  had  gone  sour,  blame  would  surely 
have  been  heaped  on  him,  and  so  a  bit  of  the  credit  should 
go  there  too. 

During  a  couple  of  terms  as  a  New  Jersey  Senator,  I 
sponsored  and  supported  legislation  that  broadened  the 


powers  of  the  New  York  Waterfront  Commission,  a  group 
which  struggles  against  enormous  difficulties  in  dealing  with 
one  of  the  most  entrenched  and  powerful  crime  outfits  in 
the  country.  As  a  warm  admirer  and  long-time  friend  of 
Tom  Dewey's,  the  Pater  of  that  Commission,  I  know  what 
its  success— and  the  occasional  lack  of  it— means  to  this 
country.  Again,  while  head  man  there,  Mr.  Ambrose  coped 
more  effectively  than  many  against  multi-armed  mobsters. 
The  top  man  in  IRS  frequently  must  make 
judgments  that  can  have  almost  life-or- 
death  effects  on  businesses,  and  far-reach- 
ing impact  on  the  earnings  of  hundreds  of 
thousands  of  taxpayers.  These  judgments,  in 
most  instances,  have  nothing  to  do  wdth 
criminal  intent  or  actions.  They  concern 
interpretations  of  tax  law,  of  intent,  of  di- 
rectives, of  procedures  on  tax  policy.  The 
intelligence,  experience  and  qualities  re- 
quired here  are  in  essence  no  whit  different  from  those 
Commissioner  Ambrose  has  been  exercising  with  a  high  de- 
gree of  effectiveness  under  other,  most  trying  circumstances. 
This  Administration  gets  vehemently  attacked  by  those 
who  differ  with  its  politics  and  its  philosophy,  but  I  think 
most  fair-minded  Americans  recognize  and  applaud  the 
high  caliber  of  its  appointees  in  areas  concerned  with  ef- 
fective and  equitable  application  of  law. 

As  a  member  of  the  Administration,  Commissioner  Am- 
brose strengthens  that  reputation. 


TORA!   TORA!   TORA! 

See  it.    See  it.    See  it. 

SHATTERING  THE  LAST  ILLUSION 


People  who  live  a  hundred  years  or  more  are  often  in- 
terviewed, and  more  often  than  not  cackle  gleefully  that 
their  longevity  is  the  result  of  misspent  youth,  excessive 
sex,  smoking  and  drinking. 

Which  makes  most  of  us  feel  a  bit  better. 

Now  some  just-completed  study  of  old-timers  says  it 
isn't  so;  that  those  who  live  more  than  a  century  almost 
all  led   sensible  early-to-bed  lives,   just  as  doctors   and 
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parents  have  always  said  that  we  should. 
Disillusioning,  isn't  it? 

*     »     *      » 

This  subject  of  oldsters  came  up  at  a  luncheon  here 
with  that  dynamic  Canadian  banker,  W.  Earl  McLaughlin. 
Observed  the  head  of  the  $ll-billion  Royal  Bank,  "Life  ex- 
pectancy of  100-year-olds  is  quite  good.  Very  seldom  do 
you  bear  of  anyone  that  age  dying." 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


In  Kipling's  India, 

security 

was  a  icilier 

mongoose 


Snake  bite  has  been  a  common  cause  of  death  in 
India  over  the  centuries.  Poisonous  snakes  are 
plentiful  and  find  their  way  into  Indian  homes  and 
compounds.  One  ancient  defense  against  these 
intruders  is  the  mongoose.  Although  easily  tamed 
and  kept  as  a  pet,  the  mongoose  will  savagely  at- 
tack snakes  and  is  more  than  a  match  for  the  deadly 
cobra.  D  In  today's  world,  security  is  Burns. 
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The 

helpful 

bcink. 

We  eon  put  your  Canadian 
plant  in  the  right  piaee. 


How  do  you  find  a  plant  site  in  a  land  ^^^^ 

that's  bigger  than  the  U.S.?  Just  let  the  Royal 

help  you.  With  over  1,200  branches 

from  coast  to  coast  we're  Canada's  leading 

bank  with  specialized  departments,  resources, 

and  experienced  contacts  to  give  you  the 

facts  you  need. 

Why  don't  you  give  us  a  call . . .  and  see  how 

helpful  we  can  be! 

Canada's 
International 


lUmu. 


ASSETS  EXCEED 

ELEVEN  BILLION  DOLLARS 


Bank. 


THE  ROYAL  BANK  OF  CANADA 

New  York  Agency  68  William  St.  1 0005  (344-1 1 00) 

Chicago,  Dallas,  Los  Angeles 

Head  Office  Montreal.  Place  Ville  Marie 

Toronto.  20  King  St.  West 

Over  1300  branches  throughout  Canada,  the  Caribbean  area  and  South  America. 

Offices  in  London,  New  York,  Paris,  Beirut. 

Regional  Representatives  in  Chicago,  Dallas,  Los  Angeles,  Brussels,  Frankfurt,  Hong  Kong,  Tokyo. 
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Forbes 


Can  You  Bare  It? 


Hugh  Hefner  found  complete  happiness  living  the  Playboy  life.  He  says  you  will  too. 
Not  just  through  his  magazine  but  in  a  whole  life-style  he  proposes  to  package  and  sell. 


Choose  one:  The  secret  of  Playboy 
magazine's  success  is:  1)  its  pink  cen- 
terfold girls;  2)  its  naughty  cartoons; 
3)  its  mix  of  short  stories  and  educa- 
tional articles  like  "All  About  Beds"; 
or  4)  the  glossy  unreality  of  it  all. 

If  you  chose  number  4  you  are  on 
the  way  to  understanding  Playboy  En- 
terprises' unicjue  plans  for  going  pub- 
lic and  growing  from  a  $127-million 
publisher-nightclub  operator  into  a 
Sl-billion  leisure-time  empire. 

Playboy,  the  backbone  of  the  com- 
pany, sells  a  fantasy  image  of  ideal 
bachelorhood  to  college  kids  and  fa- 
thers of  five— an  image  that  reflects 
its  male  readership's  daydreams  of  sex 
and  upward  mobility,  the  twin  seduc- 
tions of  20th-century  man.  Nothing  is 
permitted  to  mar  those  daydreams. 
.  Playboy  even  refuses  ads  for  acne 
cures  because  they  might  remind  a 
reader  of  his  shortcomings.  In  Play- 
boy's world,  there  are  no  blemishes. 

Now,  at  the  very  peak  of  the  maga- 
zine's popularity,  with  circulation  top- 
ping 6  million  at  SI  or  $1.50  per 
copy  and  annual  ad  revenue  of  $32.7 
million,  the  people  at  Playboy  Enter- 
prises are  risking  a  leap  into  reality. 
They  plan  to  actually  make  and  sell 
all  tl>e  accoutrements  you  and  I  need 
to  live  the  Playboy  fantasy— from  pu- 
berty to  senility  without  once  feeling 
the  harsh  touch  of  maturity. 

Says  Senior  Vice  President  Arnold 
Morton,  rather  ingenuously:  "We 
want  you  to  play  with  us,  dine  with 
us  and  even  sleep  with  us." 


A  Rabbit  was  Hugh  Hefner's 
playful  answer  fo  Esquire's 
Esky.  When  Playboy  Clubs 
began,  fhe  waitresses  be- 
came Bunnies.  The  gals  from 
Women's  Lib  aren'i  amused. 


The  transformation  from  broad- 
beamed  publisher  to  broadly  based 
leisure-time  giant  has  already  begun. 
The  Walt  Disney  organization  showed 
the  way  by  shifting  from  cartoons  to 
amu.sement  parks  with  real-life  car- 
toon characters.  Since  1960  Playboy 
has  added  resorts,  a  downtown  hotel 
and  nightclubs  featuring  real-life 
Bunny  waitresses.  But  Playboy  wants 
to  go  far  beyond  selling  entertaining 
fantasies  as  an  escape  from  life's  cares; 
now  Playboy  wants  to  sell  its  fantasy 
as  a  way  of  life. 

The  Bunny-Full  Life 

In  the  not-too-distant  future,  a 
young  man  dressed  in  Playboy  clothes 
and  living  in  a  Playboy-built  apart- 
ment might  choose  to  read  Playboy's 
book  of  the  month,  or  peruse  Playboy 
magazine  while  listening  to  a  Playboy 
record  or  radio  station,  or  he  might 
watch  a  Playboy  special  on  what 
could  only  be  called  the  Boob  Tube, 
or  listen  to  a  Playboy  educational  cas- 
sette on  how  to  be  a  gourmet  cook. 
In  serious  moments  he  might  invest  in 
a  Playboy  mutual  fund. 

On  his  night  out,  our  ideal  bache- 
lor might  catch  the  latest  Playboy  film 
at  a  Playboy  theater,  then  take  his 
playmate  for  dinner,  drinks  and  a 
floor  show  at  a  Playboy  nightclub. 
Come  the  weekend,  he  could  hire  a 
Playboy  limousine  and  go  to— you 
guessed  it— his  Playboy  vacation  home 
at  a  Playboy  resort  outside  town.  And 
for  summer  vacation,  he  may  choose  a 
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Spectorsky  of  Playboy 


Aly  Khan 


Shaw  of  Playboy 


Rewriting  Webster.  Dictionaries  say  a  playboy  is  a 
wealthy  young  pleasure-seeker  who  leads  a  frivolous 
life.  Nonsense,  says  Playboy.  The  magazine  has  con- 
vinced a  generation  of  young  Americans  that  any  guy, 
rich  or  poor,  who  savors  life's  pleasures  is  a  Playboy 
playboy.  "This  company,"  says  Editorial  Director  A.C. 


Spectorsky,  "has  decontaminated  the  word;  the  old 
Rubirosa  image  is  gone."  Thus  the  new  playboy  is  no 
Aly  Khan,  but  a  guy  like  Stuart  Shaw,  who  just  left 
staid  Procter  &  Gamble  to  become  Playboy  Enterprises' 
director  of  marketing.  Says  Shaw,  with  a  hint  of  under- 
statement, "I   wanted  to  change  my  style   of  living." 


Playboy  tour  to  Acapulco  or  Spain 
(where  Playboy  would  have  resorts) 
or  London  (where  Playboy  has  a 
thriving  nightclub-casino) . 

And  all  these  props  of  the  pleasur- 
able life,  plus  the  life  itself,  could 
perhaps  be  insured  by  Playboy  bur- 
glary and  health  insurance. 

All  together,  the  Playboy  life  has  an 
absurd  ring  to  it.  But  the  company's 
new  marketing  man,  Stuart  Shaw, 
from  Procter  &  Gamble,  says:  "We 
expect  most  people  to  choose  only 
those  parts  that  make  sense  to  them." 

Hugh  Hefner-Playboy's  founder, 
chairman,  president,  chief  executive, 
80%  stockholder  and  ideal  bachelor- 
speaks  with  missionary  zeal  of  the 
"tremendous  social  impact"  Playboy 
can  have.  The  company  has  just  re- 
organized into  the  requisite  operating 
divisions  and  recruited  key  executives 
from  such  diverse  companies  as  Met- 
romedia, Executive  House,  Columbia 
Records,  Times  Mirror  Co.'s  New 
American  Library  division  and  P&G. 

Nf'xt  fail,  Playboy  will  likely  offer 
uonnd  10%  of  its  shares  to  the  public 
'nd  seek  listing  on  the  New  York 
lock  Exchange.  Some  sources  say 
'!^>>  boy's  previous  inability  to  attract 
i  first-class  underwriter  was  one  rea- 
on  it  did  not  go  public  years  ago. 


Rubbish,  says  Hefner:  "We  are  in  the 
driver's  seat;  we  can  negotiate  with 
anyone  we  want." 

Executive  Vice  President  Robert 
Preuss  adds  that  among  the  interested 
houses  are  Lazard  Freres,  Paine,  Web- 
ber, Jackson  &  Curtis,  A.G.  Becker, 
Goldman  Sachs  and  Merrill  Lynch. 
The  lowest  multiple  Preuss  wants  is 
20  times  current  earnings.  That  would 
price  the  Playboy  empire  at  close  to 
$200  million.  A  10%  initial  offering 
could  yield  $20  million— half  for  ex- 
pansion and  half  for  Hefner  and  any 
of  Playboy's  80  other  shareholders 
who  decide  to  sell  stock.  "We  have  a 
built-in  market,"  says  Preuss,  refer- 
ring to  the  800,000  "keyholders"  who 
spent  $25  to  $30  for  a  membership 
key  to  the  Playboy  Clubs.  Thus  fan- 
tasy threatens  to  become  reality. 

The  Most  Happy  Fellow 

Why  tamper  with  a  formula  that 
brought  the  company  from  profits  of 
$3.3  million  on  sales  of  $48  million  in 
1965  to  profits  of  $8.5  million  on  sales 
of  $127.3  million  in  1970?  Why  risk 
the  perils  of  diversification? 

Part  of  the  answer,  says  Preuss,  is 
that  the  company  "has  its  eggs  in  one 
basket."  Today  the  magazine  provides 
about  65%  of  Playboy's  sales  and  80% 


of  its  profits;  clubs  and  resorts  yield 
most  of  the  rest.  This  is  the  maga- 
zine's finest  hour— monthly  editions 
often  top  225  pages  and  ad  sales  set 
records  for  1971's  first  four  months. 
Yet  the  company's  sheer  size  is  flat- 
tening its  growth  chart.  Profits  in 
1970  were  up  a  mere  3.7%  from  1969. 

What's  more,  a  London-based  maga- 
zine called  Penthouse  {see  box,  p. 
19),  which  has  ties  to  the  powerful 
Times  Mirror  Co.,  is  shaping  up  as 
Playboy's  most  serious  challenger  in 
years.  Today,  Penthouse  is  only  a  nui- 
sance, with  U.S.  circulation  of 
500,000  vs.  Plaijboy's  6  million.  But  it 
could  become  a  real  threat. 

All  that  helps  suggest  why  Play- 
boy Enterprises  wants  to  be  broadly 
based.  But  why  choose  the  tricky  life- 
style route?  That  answer  can  be  found 
only  in  the  ambitions  of  Hugh  Hef- 
ner, the  biggest  Bunny  of  them  all. 

Expansion  at  Playboy  is  a  stab  at 
immortality  by  Hef,  the  guru  of  hap- 
piness. At  44,  Hefner  says  he  is  a 
completely  happy  man.  His  life-style 
— $5.5-million  black  jet,  rotating  round 
bed  and  all— has  fulfilled  him.  And  as 
a  romantic  and  an  egoist,  he  believes 
sincerely  that  his  Playboy  style  can 
work  for  others.  So  he  will  package 
it  and  sell  it  like  a  line  of  cosmetics. 
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Not  for  the  money  he  might  fnake  (he 
is  worth  untold  milHons  ah-eady),  nor 
for  the  business  challenge  (business 
tends  to  bore  him ) .  But  rather  for  the 
fame— the  enduring  fame— that  will 
accrue  to  the  father  of  the  New  Life- 
Style  {see  "A  Forbes  Interview:  Hugh 
Hefner"  p.  21). 

Says  A.C.  Spectorsky,  Playboy's  ur- 
bane editorial  director,  "If  you  look  at 
everything  Hef  does  as  a  memorial 
to  himself,  you  get  a  better  under- 
standing of  what  drives  him." 

A  Dated  Image? 

Can  Hefner  deli\er  his  Playboy 
style  outside  the  magazine?  That's 
hard  to  say.  Hefner's  Playboy  TV 
show  has  lost  $500,000  to  date.  But 
let's  look  at  the  Playboy  Clubs  in  de- 
tail, because  they  represent  a  more 
basic  step  into  reality. 

In  the  mid-Sixties,  the  clubs'  blend 


For  years  Bob  Guccione  of 
Penthouse  magazine.  Play- 
hoy's  new  challenger,  was 
not  even  a  ne'er-do-well.  He 
was  a  ne'er-do-anxthing. 

"I  ran  away  to  California 
when  I  was  18,"  says  Brook- 
lyn-born Guccione.  "I  was 
constantly  arrested  for  va- 
grancy and  driven  to  the 
state  line.  Then  I  would 
thumb  back  to  Los  Angeles. 
I  must  have  made  that  round 
trip  ten  times." 

Eventually  he  headed  for 
Europe,  where  he  l>ecame 
an  artist,  fortune  teller,  actor 
and  father  of  five.  After  a 
particularly  rough  time  read- 
ing palms,  he  took  hLs  first 
steady  job  in  London  with  a 
dry  cleaner:  "I  introduced 
24-hour     cleaning     to     Eng- 


of  Bunny-clad  waitresses  and  young 
performers  seemed  to  capture  the 
right  mood  of  naughtiness,  entertain- 
ment and  fantasy.  Even  today,  the 
string  of  17  clubs  is  the  world's  most 
successful  nightclub  operation.  How- 
ever, the  fluff  went  out  of  the  clubs' 
tails  two  years  ago  at  around  $20  mil- 
lion in  sales.  Some  company  execu- 
tives point  to  the  general  decline  of 
all  nightclubs.  But  there  is  more  to  it: 
The  clubs  were  never  really  big  with 
the  heart  of  Playboy's  fans.  The  av- 
erage club-goer  doesn't  even  read 
Playboy,  and  he's  38,  a  full  ten  years 
older  than  the  average  reader. 

Indeed,  Playboy's  Spectorsky,  the 
only  top  executive  over  50,  believes 
that  the  clubs,  to  a  degree,  are  inimi- 
cal to  the  magazine:  "The  decor 
seems  dated.  The  Bunny  costume  is 
dated  and  it  is  ammunition  for  those 
who  say  we  treat  women  as  objects. 

Prodigal  Son  Makes  It  Big 


The  cuisine  is  less  than  first-rate.  Also, 
the  clubs'  strong  appeal  to  the  mid- 
dle-aged businessman  is  that  he  can 
come  on  horny  without  having  to  per- 
form, and  the  reason  his  wife  likes 
the  clubs— and  wives  do— is  that  she 
can  boss  around  a  much  prettier  girl 
[the  Bunny  waitress]." 

Spectorsky 's  analysis  helps  explain 
why  it  has  become  increasingly  dif- 
ficult to  sell  club  membership  keys 
while  Playboy's  readership  has  soared. 
Thus  it  seems  clear  that  Hefner  must 
deliver  a  more  alluring  package  from 
now  on  or  risk  tarnishing  the  Play- 
boy image,  disillusioning  his  loyal 
readers  and  plunging  his  expanding 
empire  into  jeopardy.  Says  Spectorsky 
bravely:  "We  have  the  courage  of 
Hef's  convictions." 

What  will  the  Playboy  package 
contain?  At  this  point,  no  one  can  say 
exactly.    One    executive    spends    his 


revenues  in  1970).  He  plans 
to  establish  clubs  in  New 
York,  Milan  and  Rome,  and 
is  currently  dickering  with 
the  Yugoslav  government  to 
build  a  300-room  resort  in 
Umag,  near  Trieste. 

Unlike  Playboy's  Hugh 
Hefner,  Guccione,  at  39,  is 
not  very  happy.  But  he  plans 
to  fix  that  by  returning  to 
the  U.S.  next  month  and 
then,  within  five  years,  be- 
coming the  Mr.  Big  of  men's 
magazines.  Despite  his 
puffed-up  reputation,  Guc- 
cione is  not  really  a  swinger. 

I  A  former  Catholic  altar  boy, 
he  plans  to  live  in  suburban 

i  Tenafly,  N.J.  near  his  five  chil- 
dren, estranged  wife  and 
mother  and  father. 

Today  Penthouse  is  a  less 


land."  Within  months  he  was  Penfhouse  C/ub  Trio;  VP  Kaihy  Keeton,  an  ex-strip-  sophisticated  copy  of  Play- 
running  the  company,  and  a  per  who  is  now  ad  director;  Aston  Martin's  Sir  boy,  with  this  important  ex- 
businessman  was  born.  David   Brown    and   Penthouse   boss   Bob   Guccione.    ception— it's      much      bolder. 


Two  years  later,  in  1964, 
at  age  33,  he  decided  to  launch  his 
own  Platjboy-type  magazine.  "No- 
body could  fight  Playboy  in  the 
States  then,"  he  says,  "but  I  con- 
sidered England  neutral  ground." 
He  printed  on  credit  800,000  sales 
brochures  for  Penthouse,  featuring 
eight  nudes,  and  sent  them  to  a 
mail-order  list  of  prospects. 

The  response  was  sensational. 
Return  checks  paid  for  his  print- 
ing, but  postal  authorities  came  to 
arrest  him.  Locked  in  his  house  for 
two  weeks  to  avoid  arrest,  Guccione 
edited  the  first  issue.  The  day  it  hit 
the  streets  his  trial  was  front-page 
news.  He  paid  a  $308  fine  for  mail- 


ing indecent  literature  and  sold 
out  all  120,000  copies  for  roughly 
$80,000. 

Today  Guccione  runs  an  $8-mil- 
lion  company  with  ex-stripper 
(now  ad  director)  Kathy  Keeton, 
reportedly  Britain's  highest-paid  fe- 
male executive  ($24,000).  Pent- 
house claims  it  outsells  Playboy  in 
Britain  (200,000  to  90,000), 
France  and  Vietnam,  and,  in  a 
deal  with  Curtis  Circulation  Corp., 
it  sells  some  500,000  per  month 
here.  Guccione  also  has  a  London 
club-casino  that  is  plusher  but  less 
profitable  than  Playboy's  (which 
made  $2.9  million  on  $5.3  million 


Where  Playboy  bared  breasts 
in  the  mid-Fifties,  now  Penthouse 
has  introduced  pubic  hair  {Playboy 
has  since  followed  suit)  and  kinky 
letters  to  the  editor  on  subjects 
like  caning  and  slave  parties.  "Play- 
boy has  become  part  of  the  Estab- 
lishment," say.s  Guccione.  "Pent- 
house is  in  tune  with  today's 
permissive  society." 

In  its  interview  with  Hefner  (p. 
21),  Forbes  asked:  "If  a  major 
portion  of  your  audience  starts  de- 
manding kinkier  sex,  will  Playboy 
deliver  it?"  Hefner's  long-winded 
reply  amounted  to  this:  If  that's 
the  new  market,  Guccione  can 
have  it. 
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days  dreaming  up  products  that  Play- 
boy could  put  its  trademark  on  (a 
male  contraceptive  is  a  no-no,  but  a 
financial  newsletter  is  possible).  How- 
ever, Playboy's  major  areas  of  concen- 
tration seem  clear  enough. 

The  Clubs:  For  openers,  existing 
clubs  will  get  a  face-lifting.  For  ex- 
ample, the  San  Francisco  branch  will 
soon  present  first-run  movies  to 
(hopefully  young)  patrons  dining  in 
a  new  amphitheater  restaurant.  Any 
new  clubs  would  probably  be  built 
into  either  downtown  hotels  that 
Playboy  buys  or  into  new  resorts  out- 


The  Playboy  Image  of  hap- 
piness is  personified  by  Hef. 
Now  he  wants  to  shift  the  im- 
age onto  resorts  so  that 
others  can  (he  hopes)  buy  a 
swinging     ride     through     life. 
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side  town  that  Playboy  builds.  Over- 
seas, the  company  is  opening  a  club- 
casino  in  Manchester,  England  and 
considering  another  for  Morocco. 

Hotels:  So  far  Playboy  has  only 
one  hotel,  Chicago's  Playboy  Towers 
(formerly  the  old  Knickerbocker). 
The  300-room  hotel,  acquired  last 
year  on  a  $30-million  leasehold,  is  be- 
ing remodeled.  More  hotels?  "Ask  me," 
says  Arnold  Morton,  "after  we  see 
how  the  Knickerbocker  does." 

Resorts:  This  is  where  Playboy  is 
putting  most  of  its  expaision  money. 


Since  1965  it  has  spent  $55.8  million 
on  resort  hotels  in  Jamaica,  Miami, 
Great  Gorge,  N.J.  and  Lake  Geneva, 
Wis.  And  the  investment  seems  to  be 
paying  off,  as  more  people  seek  re- 
sorts for  business  meetings,  family 
weekends  and  vacations.  Says  Hefner: 
"Playboy  has  a  unique  edge  because 
we  are  the  one  hotel  operation  that 
has  a  special  image  to  sell."  He  claims, 
for  example,  that  his  Jamaica  resort, 
which  was  failing  before  he  bought  it 
in  1965,  is  now  "the  most  successful 
place  on  the  island." 

Even  club  critic  Spectorsky  says:  "I 
was  impressed  by  the  charming  way 
the  Bunnies  played  with  children  in 
Jamaica,  lending  them  their  rabbit 
ears  and  helping  them  to  swim." 

The  clubs  flagship  is  Playboy  at 
Lake  Geneva,  an  $18-million  complex 
that  opened  three  years  ago.  The 
1,080-acre  resort,  which  is  only  90 
minutes  from  Chicago,  features  con- 
vention facilities,  two  golf  courses,  ski- 
ing, a  lake,  horse  trails,  a  nightclub 
and  some  75  Bunnies.  The  296  rooms 
cost  from  $30  a  night  to  $150  for  the 
Hefner  suite  (two  color  TVs,  a  dial 
phone  stereo,  wet  bar,  floor  to  ceiling 
carpeting  and,  of  course,  a  round 
bed).  Hefner  boasts:  "It's  the  nicest 
resort  in  the  U.S.— not  perfect,  just 
better  than  the  other  people  in  the 
hotel  business  could  do." 

Business,  which  is  split  between 
conventions  and  families,  is  increas- 
ing, and  the  resort  is  being  expanded. 
But  it  earned  only  $450,000  last  year 
on  revenues  of  $7  million,  before 
heavy  depreciation  charges.  Says  di- 
rector William  Pullen,  who  trained  at 
London's  elegant  Savoy  Hotel:  "Some- 
times I  feel  like  replacing  the  Bun- 
nies with  real  waitresses  to  cut  man- 
power 33%.  But  then  I  remember  why 
the  people  are  here.  They  want  the 
Playboy  image;  service  is  secondary." 

Playboy  has  just  purchased  the  Mi- 
ami Plaza,  which  is  being  renamed 
Playboy  Plaza  and  geared  toward 
convention  business.  And  next  winter 
it  will  complete  a  $20-million,  Gene- 
va-type resort  in  Great  Gorge,  N.J., 
90  minutes  from  Manhattan.  Outside 
the  U.S.,  Playboy  is  planning  an  "au- 
thentic" Andalusian  village  resort  for 
American  tourists  in  Spain  and  an- 
other resort  in  Acapulco. 

Housing:  Playboy  will  build  300 
second  homes  at  Geneva.  Chicago's 
Dunbar  Builders,  Playboy's  partner, 
will  break  ground  for  tlie  $18,000- 
to-$24,000  houses  this  spring. 

But  the  big  news  is  still  under  ne- 
gotiation. Bill  Levitt  of  Levittown 
fame  may  join  with  Hefner  to  build 
Playboy  apartments  for  swingers  from 
coast  to  coast.  What  a  team— Levitt, 
the  man  who  built  the  suburbs,  and 
Hefner,  the  man  who  wants  to  liber- 


ate the  suburbanites!  Levitt  &  Sons,  a 
subsidiary  of  International  Telephone 
&  Telegraph,  has  proposed  sites  in 
Los  Angeles  and  Hollywood,  Fla.  The 
first  apartment,  with  250  units  and  a 
Bunny  Bar,  could  open  early  next  year. 
Films:  Playboy  is  teaming  with  Co- 
lumbia^ Pictures  to  make  four  films 
by  1973.  Playboy  will  make  them, 
and  Columbia  will  finance  or  distrib- 
ute them  and  split  the  profit.  The  first 
film,  Macbeth— adapted  by  critic  Ken- 
neth Tynan  (of  Oli!  Calcutta!)  and 
directed  by  Roman  Polanski  (Repul- 
sion and  Rosemary's  Baby)— is  com- 
ing in  well  over  budget  at  $2.6  mil- 
lion. "We  wanted  to  go  first  class," 
says  Bob  Preuss,  "to  show  we  were 
serious.  Our  next  three  will  cost  from 
$500,000  to  $1  million  each." 

How  Much  Is  Too  Much? 

Even  if  Hefner  delivers  quality 
products,  will  people  come  back  for 
more?  Or  will  reality  mar  the  fantasy 
that  Playboy  must  sell? 

Hefner  has  a  two-part  answer.  First, 
he  says,  Playboy  will  avoid  overkill: 
"You  don't  lay  Playboy  emblems  on 
the  guy's  shirts,  shorts,  wife,  dog  and 
children.  The  butter  doesn't  come 
shaped  like  a  Playboy  rabbit."  More 
important,  he  doubts  the  dream  will 
shatter,  largely  because  his  magazine 
has  preconditioned  people  to  live  the 
dream.  "To  a  great  degree,"  says  Hef- 
ner, "they  bring  the  dream  with  them. 
We  give  them  nice  surroundings  and 
pretty  Bunnies  .  .  .  and  they  deliver 
an  awful  lot  of  the  rest." 

Hefner  has  a  point.  The  Playboy 
fantasy  does  touch  a  deep  nerve  in 
many  Americans.  Playboy's  interna- 
tional director,  Victor  Lownes,  who 
helped  design  the  Bunny  costumes, 
told  Forbes:  "I'm  here  for  my  psyche, 
not  money.  Playboy  is  my  identity." 
And  even  with  Women's  Lib  in  full 
bloom,  girls,  too,  identify  with  Play- 
boy. Each  year  they  come  by  the 
thousands  from  Akron,  Sioux  City  and 
points  west  to  Chicago's  Playboy 
Building  seeking  glamour  and  even 
fame— just  as  giils  once  flocked  to 
Hollywood.  A  Bunny,  who  lives  with 
30  others  in  Hefner's  Chicago  man- 
sion, said:  "When  I  put  my  Bunny 
ears  on  for  the  first  time,  it  was  like 
putting  on  a  crown." 

Don't  laugh.  Not  at  $200  million 
worth  of  reality.  For  17  years.  Play- 
boy has  been  plugged  into  the  right 
contemporary  wave  length.  But  all 
dreams  end,  and  as  tastes  change,  so 
do  dream-styles. 

So  it  boils  down  to  this:  Does  Hef- 
ner have  the  secret  to  lasting  hap- 
piness? Can  he  deliver  it?  To  an  ex- 
tent, the  answers  lie  in  your  ovioi 
mind.  Are  you  in  the  market  for  the 
Playboy  fantasy?  ■ 
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FORBES  INTERVIEW: 


HUGH  HEFNER 


a  candid  conversation  with  the  former  pill-popping  president  of  a  $127-mil- 
iion  operation  who  decided  to  mind  his  uninhibited  ways  and,  literally,  fly  right 


Playboy  s  Hugh  Marston  Hefner  held 
court  in  his  Chicago  mansion  last 
month.  For  hours  he  talked  freely  to 
Forbes  about  his  life-style,  death  and 
—because  we  kept  raising  the  issue- 
business  too.  Face  to  face.  Hef  is  not 
the  cardboard  character  he  seemed 
on  his  ill-fated  TV  show.  Between 
puffs  on  a  Playboy  pipe  and  slugs 
from  a  series  of  Pepsis,  he  bounced 
around  like  a  lively  teenager.  Obvi- 
ously, his  recent  change  of  work  hab- 
its did  wonders.  Until  1969  he  stayed 
in  his  bedroom  for  months,  working 
36-hour  shifts  while  downing  up  to 
35  Dexedrine  pills  to  keep  going.  Fi- 
nally. 40  pounds  undenueight,  he  re- 
alized that  "if  I  kept  at  it,  I  wasn't 
going  to  live  as  long."  Now  he  works 
more  normally,  though  still  at  night. 
He  even  goes  out  of  town,  now  and 
then,  in  his  now-famed  ($5.5-million) 
black  DC-9  jet. 

Today  Hef  seems  at  peace  with  his 
man-made  world.  When  asked  what 
he  looked  forward  to,  he  said:  "More 
of  the  same."  At  another  point,  he 
described  his  "full  life"  in  such  poet- 
ic language  that  Forbfs'  wiseacre  in- 
terviewer said:  "In  other  words,  you 
would  have  much  more  to  lose  by  dy- 
ing than  I  would."  Hef  replied  with 
a  chuckle:  "That's  exactly  what  I 
was  saying." 

FORBES:  How  do  you  rlassify  Play- 
boy Enterprises? 

HEFNER:  Playboy  is  the  opposite  ol 
a  conglomerate.  In  a  conglomerate, 
growth  is  di\orced  from  the  compa- 
ny's products.  That  requires  an  im- 
personal management  that  has  no 
meaning  for  me.  Playboy  is  a  person- 
al image.  What's  important  to  me  is 
our  product.  .\ll  the  areas  we  are  ex- 
panding into— the  resorts,  etc.— are 
rooted  in  the  Playboy  image. 
FORBES:  Who  are  some  of  your  busi- 
ness iricnds? 

HEFNER:  Bernie  Cornfeld  [ex-head  of 
the  52-billion  Investors  Overseas  Ser- 
vices]. We  have  been  together  three  or 
four  times.  .A  couple  of  those  meet 
ings  were  social. 

FORBES:  When  Bernie  was  in  power, 
did  you  say:  "I  could  be  that  big?" 
HEFNER:  As  big  as  Bernie?  I  am 
bigger  than  he  ever  was  in  terms  of 
pure  dollars,  in  fame— any  way  you 
can  e.xpress  it.  I  know  that  Bernie  al- 
ways liked  to  be  referred  to  as  the 
Hugh  Hefner  of  Europe. 
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FORBES:  .Any  other  business  friends? 
HEFNER:  No. 

FORBES:  Did  you  admire  Walt  Dis- 
ne\? 

HEFNER:  There  are  many  points  I 
admired.  Such  as  Disney's  switch 
from  films  to  building  Disneylands, 
which  parallels  what  we  did  with 
Playboy  and  our  [night]  clubs.  But  1 
never  met  Disney,  and  I  doubt  that 
we  had  much  in  connnon.  He  was 
conservative,  old-fashioned.  I  am  not 
particularly  interested  in  somebody 
else's  dream  when  it  is  totally  differ- 
ent from  mine.  It's  like  saying:  "Two 
guys  had  a  dream.  One  was  Hitler 
and  one  was  Einstein."  I  am  not  mak- 
ing that  parallel  in  terms  of  Disney 
and  myself  (laughter)  and  I  don't 
want  anyone  to  decide  who  would  be 
who  (laughter).  All  I  am  saying  is 
that  most  of  my  friends  are  creative 
people— mostly  show  business  people, 
it  is  no  accident  that  I  have  few,  if 
any,  business  friends. 
FORBES:  Do  you  consider  business- 
men creative? 

HEFNER:  Of  course.  All  I  am 
saying  is  that  the  part  that  interests 
me  most  is  the  ideas,  not  the  dollars. 
I  think  that  is  just  the  opposite  of 
many  businessmen.  Maybe  that's  the 
wrong  thing  to  say  to  a  guy  from 
FoRBKs;  I  don't  know.  Success  in 
business  is  nice.  But  to  me  the  pri- 
mary thing  is  the  impact  Playboy  is 
having  on  society. 

FORBES:  Why  is  Playboy  about  to  go 
pul)lic? 

HEFNER:  //  and  when  we  go  pub- 
lic, it  will  be  because  there  are  things 
we  can  accomplish— expansion,  ac- 
quiring companies,  recruiting  top  ex- 
ecutives and  securing  the  position 
Playboy  already  has. 


FORBES:  Would  putting  your  own 
estate  in  order  be  a  primary  reason 
to  go  public? 

HEFNER:  No.  What  would  be  the 
advantage?  Most  of  my  money  goes 
to  the  Playboy  Foundation,  a  non- 
profit trust  that  is  the  activist  arm  o( 
the  Playboy  Philosophy.  That  mon- 
ey is  used  to  improve  society  by  help- 
ing innocent  people  get  out  of  jail 
and  by  backing  day-care  centers, 
changing  antiquated  sex  laws  and 
helping  the  Black  community.  Also, 
the  Foundation  financed  the  Masters 
and  Johnson  studies  on  himian  sexual 
response.  This  social  area  will  be  get- 
ting more  of  my  attention. 
FORBES:  Playboy  magazine  is  also 
putting  emphasis  on  such  issues.  Can 
this  new  war  on  sociological  taboos 
be  as  exciting  to  your  readers  as  your 
old  fight  against  sexual  taboos? 
HEFNER:  I  can't  answer  that.  When 
you  do  anything  the  first  time  it  seems 
more  exciting.  And  magazines,  like 
people,  can  go  into  middle  age.  But 
there  don't  seem  to  be  signs  of  that 
in  Playboy.  We  just  leaped  350,000 
copies  lo  6  million.  At  $1.50  each. 
FORBES:  Is  there  a  danger  that  such 
figures  will  suggest  that  Playboy  is 
now  playing  the  numbers  game? 
HEFNER:  The  numbers  game  refers 
to  mass-circulation  magazines  that 
buy  so-called  readers  through  cut- 
rate  subscriptions  and  other  hard-sell 
gimmicks.  We  didn't  cut  our  rates. 
We  picked  up  350,000  readers,  be- 
cause our  audience  is  growing.  Ten 
years  ago  everybody  said  the  male 
magazine  market  was— tops— 2.5  mil- 
lion. Now  Playboy  has  6.  I  don't  know 
how  big  the  market  really  is.  I  don't 
suppose  it's  a  lot  bigger— you  know, 
we  aren't  Reader's  Digest. 
FORBES:  I've  been  kicking  around 
an  idea.  When  you  go  public,  why 
not  set  aside  some  stock  for  Playboy 
club  members?  Otherwise  they  will 
have  to  buy  shares  in  the  after-mar- 
ket—presumably  at  a  premium. 
HEFNER:  Fhe  point  of  an  offering  is 
to  benefit  the  company  and  builcl  a 
market  for  the  stock.  It  is  not  to  bene- 
fit my  readers.  It  would  be  altruistic 
to  give  loyal  fans  a  bonus.  But  we 
do  that  by  delivering  a  helluva  maga- 
zine. That  should  keep  them  happy. 
FORBES:  There  goes  a  million-dollar 
idea  (laughter). 

HEFNER:  It  might  have  cost  me  more 
than  that  (laughter). 
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Winded?  Or  Resting? 

Control  Data  has  climbed  a  long  way  in  a  little  over 
a  decade.  Can  it  make  it  all  the  way  to  the  top? 


Minneapolis'  Control  Data  is  one  of 
the  scant  handful  of  hot  little  growth 
companies  that  actually  delivered  on 
their  promise.  From  $11  million  in 
1960,  its  computer  revenues  soared  to 
$570  million  in  1969,  and  a  $1,000 
investment  in  its  stock  in  1960  could 
have  realized  a  profit  in  1969  of  over 
$20,000.  Today  Control  Data  is  a  big 
company.  Is  it  still  a  real  growth  com- 
pany? That  remains  to  be  seen. 

Control  Data  did  not  grow  by  ac- 
quisitions alone.  Its  6600  Series  domi- 
nated the  big  scientific  computer  mar- 
ket and  provided  great  internal 
growth.  CD  grew  by  acquisitions,  too, 
using  its  high-priced  stock  to  buy 
dozens  of  smaller  computer  software, 
service  and  peripheral  equipment 
companies,  and— its  crowning  glory— 
the  big  (assets  $4  billion)   Commer- 


cial Credit  Corp.  This  was  impressive, 
this  combination  of  internal  and  ex- 
ternal growth,  but  it  tended  to  ob- 
scure some  very  basic  problems.  These 
problems  became  painfully  apparent 
last  year.  Control  Data's  computer 
operations  dropped  $16  million  into 
the  red  for  the  first  nine  months  of 
1970.  Then,  in  the  final  quarter  of  the 
year,  management  decided  to  make  a 
$23-million  write-ofiF,  mainly  for  in- 
ventories. As  a  result,  the  company's 
overall  loss  for  the  year  was  $2.7  mil- 
lion. Even  Commercial  Credit's  $38- 
million  earnings  contribution  was  not 
enough  to  keep  CD  in  the  black  for 
the  12-month  period.  And  its  stock 
has  fallen  from  its  174  high  in  1968 
to  a  present  60. 

One  problem  was  that  CD,  unlike 
most  computer  companies,  sells  more 


computers  than  it  leases.  Leases,  un- 
like a  sale  transaction,  provide  a  cush- 
ion of  continuing  income  over  several 
years  and  thus  make  the  company  less 
vulnerable  to  periodic  market  down- 
.  turns  such  as  occurred  in  1970.  The 
trouble  is  that  the  prime  market  for 
Control  Data's  kind  of  very  large,  sci- 
entific computers  is  the  Government, 
and  the  Government  tends  to  buy  most 
of  its  computers  outright  rather  than 
lease  them.  Also,  Control  Data  has 
never  been  strong  enough  financially 
to  support  the  large  inventory  invest- 
ment needed  for  a  big  lease  business. 
This  was  one  reason  for  making  the 
Commercial  Credit  acquisition,  but  so 
far  that  has  permitted  only  a  small 
increase  in  its  proportion  of  lease  busi- 
ness, from  25%  to  just  over  30%. 

What  made  things  especially  bad  in 


Plum  for  t/ie  Picking 

As  a  bit  of  fallout  from  the  Conservative  victory,  Britain's 
Thomas  Cook  &  Son  should  soon  become  a  private  company  again. 


A  LETTER  in  the  company's  files  reads: 
"Can  you  tell  me  where  a  British  sub- 
ject can  find  peace  of  mind  from  a 
fiend  of  a  wife  who  has  ample  means 
of  her  own?  Should  like  a  mild  cli- 
mate, moderate  cost  of  living  and 
plenty  of  fruit."  The  reply  suggested 
a  visit  to  the  company's  offices,  where 
its  staff  "will  be  very  pleased  to  give 
you  advice." 

The  files  do  not  reveal  whether 
the  unhappy  man  found  the  peace  he 
was  seeking,  but  the  odds  were  in 
his  favor.  For  the  company  was 
Thomas  Cook  &  Sons  Ltd.,  and  for 
130  years  Cook  has  rarely  failed  its 
customers,  ije  they  crusaders  against 
strong  drink,  Indian  maharajahs  visit- 
ing Europe,  Americans  on  safari  in  Af- 
rica or  English  couples  seeking  an  in- 
expensive holiday  on  Majorca. 

"Cook  has  made  travel  easy  and  a 
pleasure,"  wrote  Mark  Twain,  who 
rarely  enthused  over  anything  except 
whiskey.  Today  Cook  is  the  world's 
oldest  and  largest  travel  agency.  It  is 
also  a  plum  that  coniiietitors  and  oth- 
er would-be  buyers  are  eyeing  hun- 
grily. For  Thomas  Cook  &  Sons  will 
soon  be  up  for  sale— by  Her  Majesty's 
Government. 

Of  Cook's  10  million  customers  last 
year,  few  realized  the  con nany  has 
been  government-owned  since  World 
War  II,  when  Winston  Churchill  na- 


tionalized it.  It  was  then  controlled  by 
Wagon-Lits,  a  French  company  head- 
quartered in  Brussels,  and  Churchill 
wanted  to  keep  it  out  of  Nazi  hands. 
He  gave  it  to  British  Rail  to  run;  later 
it  was  transferred  to  the  government's 
Transport  Holding  Co. 

The  Tories  won  the  last  general 
election  on  a  promise  to  denationalize 
as  many  government-owned  compa- 
nies as  they  could,  and  that,  it  was 
announced  late  in  January',  includes 
Thomas  Cook  &  Sons. 

Bidding  for  Asset? 

How  the  government  will  proceed 
is  still  uncertain.  It  may  sell  the  com- 
pany outright  to  another  travel  agen- 
cy or  perhaps  to  a  merchant  bank;  or 
it  might  (as  it  did  with  British  Pe- 
troleum) sell  only  a  minority  interest. 
But  in  no  case  will  bidders  be  lacking. 
Vladimir  Raitz  of  the  Horizon  Group 
of  travel  companies,  Britain's  third- 
largest,  is  clamoring  to  buy  Cook.  Glo- 
bal Tours,  Britain's  fifth-largest,  is  ex- 
pected to  bid,  and  even  American 
Express  may  follow  suit. 

They  are  not  lured  by  Cook's  cur- 
rent profitability.  In  1969,  the  latest 
year  for  which  final  figures  are  out,  it 
made  just  $2.8  million  on  $394  mil- 
lion in  revenues,  down  from  $5  million 
in  profits  in  1965.  By  contrast,  its 
great  competitor,   American  Express, 


showed  a  152%  earnings  gain  on  110% 
higher  revenues. 

Cook's  assets  are  something  else— a 
name  known  everywhere,  the  world's 
best  reputation  in  travel,  an  interna- 
tional network  of  440  offices,  10,000 
skilled  employees  and  arrangements 
with  myriad  hotels,  railroads,  airlines, 
etc.  And  travel  is  a  growth  industry: 
Cook's  1969  volume  was  up  11%  over 
1968's,  and  last  year  is  believed  to 
have  risen  as  much  again. 

What's  all  this  worth  to  a  buyer? 
Perhaps  $35  million  to  $50  million, 
for  other  travel  men  believe  Cook 
could  be  made  far  more  profitable. 
Cook,  they  argue,  should  promote  its 
travelers'  check  business  more  ($178 
million  worth  sold  in  1969,  up  20% 
since  1968);  American  Express  has 
four  times  that  much  outstanding.  And 
they  particularly  criticize  Cook's  tardi- 
ness in  moving  into  package  tours, 
the  fast-growth  end  of  the  business. 
Says  Raitz,  "If  Cook  had  taken  vigor- 
ous action  in  1947,  1948  and  1949, 
they  would  have  dominated  the  mar- 
ket, and  there  might  not  have  been  a 
Global  or  a  Horizon." 

The  calm  tone  of  Cook  manage- 
ment's response  tends  to  support  the 
criticism.  "This  is  a  highly  competitive 
business,"  observes  Deputy  Managing 
Director  L.C.  Maddock.  "The  gross 
profit  margin  on  tours  is  only  8%,  and 
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1970  was  a  misjudgment  by  Control 
Data's  management  of  the  course  of 
the  computer  market.  Chairman  Wil- 
liam C.  Norris  and  his  managers  ex- 
pected business  to  keep  on  booming 
and  built  up  their  inventories  accord- 
ingly. At  the  beginning  of  1969  CD's 
inventory  stood  at  $172  million.  By 
the  end  of  the  year  they  had  built  it 
up  to  $300  million.  But  business  didn't 
boom.  "The  economy  slowed  down," 
explains  Harold  H.  Hammer,  Control 
Data's  financial  vice  president.  "Com- 
mercial customers  began  deferring 
their  orders  and  government  customers 
cancelled  them  outright."  Result:  The 
company's  computer  sales  fell  by  $22 
million  during  the  first  nine  months 
of  1970,  but  its  total  inventories  rose 
to  $334  million  by  last  October. 

It  wasn't  just  the  lost  sales  that 
hurt.  "Our  cost  of  financing  this  in- 
ventory was  $17  million  greater  in 
1970  than  it  was  in  1969,"  explains 
Vice  President  Hammer.  In  addition, 
inflation  of  wages  and  materials  prices 
added    another    $14    million    to    the 


operating  expenses  of  the  company. 

The  big  fourth-quarter  inventory 
write-down  could  clear  the  decks  for 
1971  and,  if  the  computer  market 
picks  up,  produce  a  nice  earnings  gain 
for  the  year  at  Control  Data.  But  the 
company  isn't  banking  on  it.  All  Ham- 
mer will  predict  is  "a  modest  increase 
in  computer  revenues  for  1971  and  a 
modest  profit  from  them." 

Is  a  "modest"  profit  enough?  Time 
was  when  computer  companies  were 
judged,  not  by  their  profits,  but  by 
how  much  they  cut  their  losses.  But 
some  of  the  glamour  has  gone  out  of 
the  business,  and,  more  and  more, 
companies  are  being  judged  by  what 
they  can  bring  to  the  bottom  line.  In 
Control  Data's  case,  this  will  depend 
to  a  major  extent  on  how  far  and  how 
fast  it  can  broaden  out  into  commer- 
cial—as opposed  to  defense  and  other 
government— markets. 

Control  Data  has  come  a  long  way. 
It  remains  to  be  seen  whether  it  can 
go  on  and  make  it  the  rest  of  the  way 
to  the  top.  ■ 


when  you  deduct  your  costs,  that 
doesn't  leave  much.  On  travelers' 
checks  the  margin  is  only  1%."  That  1% 
is  what  the  customer  pa\s  for  the 
checks,  not  what  the  company  makes 
by  investing  the  "float"  of  funds  from 
checks  not  yet  cashed.  Maddock  ad- 
mits that  Cook  invests  its  float  very 
conservatively  as  compared  with,  say, 
American  Express.  But  he  adds  with  a 
smile,  "We  don't  have  any  salad  oil  at 
the  moment."  The  fact  is,  of  course, 
that  its  float  was  a  kev  factor  in  Amer- 


BoRN  in  1808,  the  grandson  of  a 
Baptist  minister,  Thomas  Cook  was 
a  lay  evangelist  and  secretary  of  a 
temperance  society,  in  whose  be- 
half he  traveled  widely  around  the 
country  on  foot.  One  day  in  1840, 
walking  to  the  town  of  Leicester, 
he  meditated  on  the  new  Midland 
railway  through  Leicester:  "What 
a  glorious  thing,"  he  later  wrote  a 
friend,  "if  the  newly  developed 
powers  of  railways  and  locomotives 
could  be  made  subservient  to  the 
cause  of  Temperance." 

In  1841  he  set  up  his  first  tour, 
engaging  a  train  to  carry  temper- 
ance workers  from  Leicester  to  a 
meeting  in  Loughborough  and 
back.  The  price,  including  ham 
sandwiches  and  tea:  one  shilling. 

He  made  arrangements  for  many 
such  special  groups  before  he  took 
the  next  giant  step  forward— ar- 
ranging tours  first  and  finding  cus- 


ican    Express*    ability    to    survive    its 
ghastly  salad  oil  blunder. 

On  package  tours,  says  Maddock, 
"It  can  be  argued  that  we  should  have 
gone  in  sooner.  Some  travel  agencies 
did,  made  a  killing,  and  then  went 
broke.  You  can,  in  this  business,  make 
a  higher  percentage  profit  if  you  spe- 
cialize, but  we're  diversified.  This 
means  that  sometimes  a  service  we 
offer  won't  be  very  profitable.  But  we 
can't  just  give  off  those  services  in  the 
interest  of  short-term  profit." 

-The  Fruits  of  Temperance- 

tomers  later,  just  as  most  goods 
are  made  before  they  are  sold. 
Within  nine  years  of  that  first  trip 
he  could  write: 

"I  was  extensively  engaged  in 
conducting  local  trains  and  open- 
ing out  more  comprehensive  plans 
for  visiting  watering  places  and 
tourist  districts,  including  Ireland, 

Thomas  Cook 
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Cook  executives  profess  not  to  care 
particularly  whether  the  government 
sells  the  company.  Says  Maddock, 
who  came  to  Cook  48  years  ago,  "I've 
worked  under  four  owners— the  Cook 
family,  Wagon-Lits,  British  Rail  and 
now  Transport  Holding.  Companies 
are  always  changing  hands.  The  ques- 
tion is  not  who  owns  them,  but  who 
manages  them  and  how." 

If  and  when  Cook  does  change 
owners,  the  odds  seem  good  that  it 
will  soon  have  new  managers,  too.  ■ 


the  Isle  of  Man,  etc.  I  had  become 
so  thoroughly  imbued  with  the 
tourist  spirit  that  I  began  to  con- 
template foreign  trips,  including 
the  Continent,  the  United  States 
and  Eastern  Lands  of  the  Bible." 

He  soon  did  all  that  and  more. 
Besides  launching,  in  1855,  his 
around-Europe  Grand  Tour  that 
quickly  became  a  must  for  the  Eng- 
lish and  American  upper  classes, 
in  1869  he  organized  a  pilgrimage 
to  Palestine  involving  30  people, 
21  tents,  65  horses  and  50  mule- 
teers. He  eventually  set  up  an  East- 
ern Princes  department  to  arrange 
tours  for  Asian  potentates. 

Thomas  and  son,  John  Mason 
Cook,  ran  the  company  until  they 
died  in  the  1890s.  It  stayed  in  fam- 
ily hands  until  it  was  sold  in  the 
1920s  to  Wagon-Lits,  which  ran  it 
until  Churchill  nationalized  it  in 
World  War  II  (see  story) . 
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The  Good  Steward 

Burt  Gookin  has  figured  out  at  least  57  ways  to  head 
H.J.  Heinz  Co.  back  up  toward  the  top  of  the  food  league. 


There  is  an  old-fashioned,  almost  19th 
century  feel  about  the  headquarters 
and  factory  complex  of  H.J.  Heinz  Co., 
located  on  the  banks  of  the  Allegheny 
River  on  Pittsburgh's  North  Side. 
There  are  few  gleaming  modern  struc- 
tures except  for  a  somewhat  newer 
(built  in  1958)  administrative  annex 
to  a  venerable-looking  Heinz  soup, 
baby  food  and  vinegar  plant.  What  is 
unique  about  the  complex  is  how  it 
smells:  The  word  is  pungent— pun- 
gent with  the  smell  of  vinegar  and 
spices,  the  smell  of  an  old-fashioned 
country  store. 

But  there  is  no  longer  anything  old- 
fashioned  or  quaint  about  the  $900- 
million-sales  food-processing  compa- 
ny in  this  sixth  year  of  R.  Burt 
Gooldn's  tenure  as  chief  executive. 
For  over  a  decade  Heinz  was,  if  not 
the  sick  man  of  the  food  business,  it 
was  at  least  the  slow  man  of  it.  New 
products,  the  lifeline  of  a  food  com- 
pany's profits  growth,  were  almost 
nonexistent.  Heinz  foreign  operations 
were  making  good  money,  but  Heinz 
was  only  marginally  profitable  in  the 
U.S.  Even  in  its  most  solid  market  in 
the  U.S.,  ketchup,  Heinz  was  losing 
ground,  its  market  share  dropping 
from  30%  to  a  second-place  24%  under 
pressure  from  aggressive  Hunt  Foods. 

There  was  nothing  wrong  with 
Heinz's  products.  Nor  with  its  finances. 
The  trouble  was  in  Heinz's  manage- 
ment and  marketing  structures  which, 
like  its  Pittsburgh  headquarters,  were 
geared  to  the  food  business  of  an 
earlier  time. 

All  this  weighed  heavily  on  Chair- 
man Henry  J.  (Jack)  Heinz  11,  largest 
single  stockholder  after  the  Howard 
Heinz  Endowment.  In  theory,  he  ran 
the  company.  But  Jack,  an  art  con- 
noisseur and  community  benefactor, 
was  not  really  interested  in  the  nitty- 
gritty  of  running  a  diverse  business, 
and  he  knew  that  his  grandfather's 
company  needed  to  have  a  strong 
hand  at  the  helm. 

Therefore  in  1964,  reaching  down 
into  management,  Heinz  called  upon 
Burt  Gookin,  then  executive  vice  pres- 
ident-finance, and  asked  him  to  come 
up  with  a  detailed  financial  and  op- 
erating analysis  of  the  company,  of 
both  its  problem  areas  and  its  oppor- 
tunity areas.  "After  I  had  done  the 
analysis  and  presented  it  to  top  man- 
agement and  the  board,"  Burt  Gookin 
says,  "I  was  told  by  Mr.  Heinz  to  do 
more  than  analyze  and  make  recom- 
mendations. I  was  told  to  implement 


my  recommendations."  Says  Henry 
Heinz:  "We  knew  that  Gookin  could 
deliver." 

"They  don't  make  them  like  Burt 
Gookin  anymore,"  says  a  colleague. 
Another  calls  Gookin  "a  sort  of  Harold 
Geneen  of  the  food  business."  Out- 
side of  business  and  his  family,  his 
major  interest  is  golf,  which,  accord- 
ing to  associates,  he  goes  at  as  if  it 
were  another  business  problem.  "He 
goes  out,  not  to  play,  but  to  win," 
says  the  associate.  "He  overwhelms 
the  game,  he  attacks  it." 

Burt  Gookin  was  an  Iowa  farm 
boy  who  worked  his  way  through 
Northwestern  University,  where  he 
was  an  outstanding  amateur  golfer. 
After  graduation  he  went  to  work  as 
an  accountant  at  Firestone  Tire, 
which  gave  him  a  graduate  scholar- 
ship to  Harvard  Business  School. 
Then,  as  a  consultant,  he  set  up  an 
insurance  operation  for  Los  Angeles' 
Forest  Lawn  Cemetery  Co.  Two  ac- 


He/nz  of  Heinz 


counting  jobs  later,  Burt  Gookin  was 
on  his  way  to  Pittsburgh  and  a  job  at 
Heinz.  The  year:  1945.  His  age:  31. 
"Heinz  badly  needed  modern  cost  ac- 
counting systems,"  Gookin  recalls.  "I 
sensed  an  opportunity." 

Gookin  sensed  correctly.  Heinz  was 
all  too  well  entrenched.  It  was  out  of 
phase  with  what  was  happening  in 
food  distribution.  Family  dominated, 
it  suffered  because  the  Heinz  family 
no  longer  seemed  able  or  willing  to 
run  the  company  day  by  day  and  to 
take  the  responsibility  of  making  ma- 
jor changes. 

Not  surprisingly,  by  the  early  1960s 
Heinz's  overall  profitability  had  fallen 
drastically.  This  was  partly  hidden  by 
the  continued  excellent  health  of  for- 


eign operations,  notably  that  in  Great 
Britain.  Were  it  not  for  Star-Kist, 
Heinz's  first  major  acquisition,  domes- 
tic profits  in  fiscal  1963  would  have 
been  almost  nil  on  about  $175  milhon 
in  sales.  A  lengthy  strike  in  1962  had 
caused  Heinz  to  lose  valuable  super- 
market shelf  space. 

Henry  Heinz,  who  now  spends  a 
good  deal  of  his  time  on  nutrition  and 
Pittsburgh  commimity  development 
projects,  is  utterly  frank  about  the 
situation.  "I  was  increasingly  con- 
cerned that  we  weren't  as  sophisti- 
cated as  we  needed  to  be  in  changing 
times.  The  business  had  outgrown  the 
management  structure.  We  therefore 
consciously  made  the  decision  to  have 
someone  other  than  myself  as  chief 
executive  officer." 

Heinz  under  Gookin,  as  the  chart 
on  page  28  shows,  has  been  slowly 
closing  the  gap  in  profitability  that 
long  separated  it  from  other  major 
food  companies.  In  a  period  when 
their  profitability  has  been  declining, 
Heinz's  has  been  gently  rising.  True, 
the  gap  still  remains,  and  it  has  left 
some  Wall  Street  analysts  reluctant  to 
accord  Heinz  a  good  price/ earnings 
multiple.  Says  one,  "The  low  return 
reflects  the  fact  that  Heinz's  products 
don't  have  as  high  a  value-added  as- 
pect as  do  some  other  packaged-food 
companies.  Furthermore,  i  worry 
about  a  company  that  is  a  heavy 
price-cutter  and  is  also  heavily  com- 
mitted to  the  high-volume,  price-sen- 
sitive private  label  and  to  the  insti- 
tutional market." 

Aware  of  this,  Burt  Gookin  carries 
a  comparison  sheet  that  he  cites  to 
analysts,  stockholders  and  other  visi- 
tors. It  shows  Heinz  making  strides 
over  the  last  five  years  in  improving 
its  comparative  standing  with  other 
food  processors  in  return  per  sales  dol- 
lar. However,  the  return  Heinz  gets 
on  its  net  worth  still  lags  well  behind 
the  front  runners  at  about  9.5%,  or 
14th  of  20  major  food  processors.  Says 
Gookin,  "We  have  to,  and  we  will,  do 
considerably  better  on  our  return  on 
capital.  It  just  takes  a  hell  of  a  lot  of 
time,  effort  and  money  in  a  company 
as  geographically  sprawling  as  oursj 
before  it  shows  up."  , 

He  doesn't  say  so,  but  anyone  whoj 
knows  Gookin  at  all  understands  that' 
Heinz's  57-year-old  chief  executive! 
won't  settle  for  anything  less  than  his 
company  being  in  the  top  quarter  of 
those  figures  by  the  latter  part  of  the 
present  decade. 
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Gooki'n  of  Heinz 


Processing  millions  of  tons  of  foods  yearly,  Heinz  em- 
ploys either  hand  labor  or  automation  as  the  technol- 
ogy and  the  nature  of  the  raw  food  permit.  Thus  to- 
matoes are  harvested  by  hand  in  Portugal  (upper 
right)   but  thereafter   can,   in   the   main,   be   processed 


mechanically;  while  cleaning  Star-Kist  tuna  at  Heinz's 
enormous  Terminal  Island,  Calif,  plant  (lower  left) 
near  tos  Angeles  requires  an  army  of  people.  The  ul- 
timate in  food  automation  is  Heinz's  computerized  Brit- 
ish  soup  plant.    Its   output:   360,000   gallons  per  day. 


Gookin  prefers  to  play  down  his 
role  in  reviving  Heinz,  insisting  what 
he  has  done  is  merely  to  "try  to  cre- 
ate a  kind  of  environment  in  which 
excellence  and  motivation  could  be 
recognized  and  rewarded.  We  still 
had  an  exceedingly  valuable  franchise 
in  food  processing  because  our  name 
and  quality  were  still  tops  in  the  field. 
What  was  lacking  was  the  knowledge 
of  effective  and  efficient  ways  to  fully 
exploit  our  franchise." 

Even   before   Gookin   stepped   into 


the  hot  seat  as  executive  vice  presi- 
dent in  1964  to  revamp  Heinz's  U.S. 
operations,  he  had  already  run  into 
the  roadblocks  that  inevitably  develop 
in  an  old-line,  family-dominated,  tra- 
dition-bound firm.  According  to  Goo- 
kin, Heinz  lacked  a  modern  cost-ac- 
counting system  in  the  U.S.  until  the 
mid-Fifties,  when  he  helped  install 
one.  There  was  an  official  policy,  not 
altered  until  1960,  that  the  company 
could  make  no  acquisitions.  Says  Goo- 
kin, "It  was  a  tough  job  to  get  that 


changed,  and  it  was  done  slowly  and 
grudgingly.  The  owners  and  the  di- 
rectors had  felt  that  if  something  in 
the  food  business  was  worth  doing,  it 
could  be  done  best  using  our  own 
Heinz  people  and  using  Heinz- 
developed  ingredients." 

Still  another  rule  (not  rescinded 
until  the  mid-Sixties)  was  that  the 
company  would  never  .sell  its  products 
under  private  labels.  And  until  the 
late  1950s  Heinz's  distribution  system 
was  largely  geared  toward  selling  di- 
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In  I9i63when  a  man  came  home  from  a  day's  work^  \ 


n  bring  home  something  for  the  whole  family.  Tuberculosis. 


In  those  days  what 
people  didn't  know  about 
TB  could  fill  a  cemetery. 

Men  would  bring  it 
home  from  the  factory. 

Or  their  children  would 
bring  it  home  from  school. 

The  disease  spread  be- 
cause sanitary  conditions 
everywhere,  including  the 
home,  were  so  bad. 

That's  how  much  of 
America  lived  in  those  days. 
And  died. 

In  1916,  Metropolitan 
Life  did  something  about  it. 
With  help  from  The  Nation- 
al Tuberculosis  Association, 
a  medical  team  was  organ- 
ized to  go  to  a  typical  sick 
town  to  try  to  make  it  well. 
The  town  that  cooperated 
was  Framingham,  Mass. 

Free  TB  tests  were 
given.  A  treatment  center 
and  a  children's  health  camp 
were  started.  And  to  prevent 
TB,  people  were  taught 
things  about  hygiene  they 
never  knew  before. 

The  experiment  ended 
after  seven  years.  And  cut 
the  death  rate  by  70  percent, 
better  perhaps  than  anyone 
had  ever  expected. 

Today,  organizations 
are  solving  public  health 
problems,  using  techniques 
that  were  originated  in 
Framingham. 

What  was  just  an  idea 
55  years  ago  is  common 
practice  today. 

^^  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 


,;!  grocery  stores  and  res- 
lauraiils  ihroiigh  ],3d0  salesmen  who 
serviced  200,000  outlets.  This,  after  a 
decade  of  explosive  jirowth  by  na- 
tional food  chains,  vvliolesalers,  co- 
operatives, hotels,  feeding  institutions 
and  goveniment  agencies. 

In  effect,  the  salesmen  had  grown 
fat  from  the  large  number  of  small 
accoimts  which  they  knew  and  could 
couTit  on  without  visiting  often.  The 
markets  they  didn't  know,  and  had 
virtually  no  time  to  visit,  they  ig- 
nored. Thus  Heinz's  market  share  in 
traditional  products  like  ketchup, 
baby  foods  and  soups  began  to  slip, 
in  part  because  Heinz  was  leaving  the 
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faster-growing  market  areas  to  com- 
petitors like  Hunt  Floods  and  Gerber. 

When  a  situation  deteriorates  long 
enough— as  it  had  at  Heinz  by  1963-r. 
outside  consultants  arc  brought  in  to 
confirm  the  need  for  major  changes 
already  pinpointed  by  a  small  inim- 
ber  of  insiders.  The  first  thing  they 
recommended  for  Heinz  was  the  com- 
plete overhaul  of  its  marketing. 

Nearly  all  the  older  marketing  peo- 
ple were  retired  early,  with  generous 
pensions,  and  on  their  departure  50- 
year-old  Louis  Collier  was  made  se- 
nior marketing  vice  president.  Then 
Paul  D.  Townsend,  a  seasoned  mar- 
keting man,  was  lured  away  from 
Procter  &  Gamble  in  early  1964.  With- 
in three  months  he  had  hired  six  more 
P&G  marketing  men.  Sales  and  mar- 
keting was  divided  into  three  parts: 
grocery  sales,  institutional  sales  and 
marketing.  The  number  of  salesmen 
was  cut  50%,  and  .specialists  were  put 
in  charge  of  institutional  sales. 

One  thing  Gookin  discovered  dur- 
ing his  internship  was  "the  danger  of 
trying  to  take  on  all  the  knotty  prob- 
lems yourself.  Before  you  know  it,  30 
problems  are  inundating  you  and  you 
can't  see  the  forest  for  the  trees.  What 
I  want  to  know  from  our  managers  is 
how  well  or  how  badly  they  handled 
the  problems.  In  other  words,  I'm  more 
interested  in  solutions." 

Gookin  and  his  new  management 
team  have  obviously  found  a  good 
number  of  solutions.  With  its  younger 
marketing  staff,  Heinz  counterat- 
tacked in  the  ketchup  market  with 
several  sizes  of  bottles,  thus  obtaining 
more  shelf  space.  It  also  brought  the 
premium  price  of  Heinz  ketchup 
down  from  around  5/2  cents  to  just 
over  3  cents,  and  mounted  a  massive 
advertising  campaign,  shrewdly  man- 
aged by  Doyle  Dane  Bernbach.  Sales 
immediately  began  to  climb,  and 
Heinz's  market  share  has  risen  in  each 
of  the  last  five  years,  until  it  now 
stands  at  34%  of  the  $]70-million 
ketchup  market. 

Heinz  has  also  made  modest  in- 
roads in  the  hotly  competitive  soup 
and  baby  foods  markets.  The  compa- 
ny's first  crack  at  the  market  with  a 
new  soup  aimed  at  the  kids  was  a 
flop.  That  flop  was  followed  by  an 
end  run  at  the  top  of  the  soup  market 
with  premium-priced  Great  American 


Soups.  This  turned  out  to  be  one  area 
where  dominant  Campbell  (85%  of  the 
U.S.  soup  market)  was  somewhat  vul- 
nerable. Premium  soups,  while  much 
smaller  in  volume,  are  much  higher 
in  profit  margins.  A  5%  increase  in 
market  share  would  mean  a  lot  to 
Heinz,  since  it  has  such  a  small  share 
of  the  soup  market— below  10%. 

In  baby  foods  the  going  is  even 
rougher,  given  a  slow  rise  in  the  in- 
fant population  and  vicious  price-cut- 
ting (which  Heinz  isn't  reluctant  to 
initiate  these  days).  So  far,  it  appears 
Heinz  has  made  small  gains  in  market 
share,  if  not  in  profits,  at  the  expense 
of  Squibb-Beech  Nut  but  not  at  the 


Worldwide.  Heinz  started  in 
Pittsburgh,  now  sprawls  over 
26  acres  along  the  Alle- 
gheny (above).  But  as  Heinz 
grows,  on  increasing  role  is 
played  by  foreign  units  like 
its  big  Hayes  Park,  Mid- 
dlesex research-administra- 
tive complex  (below),  once 
a     British     baronial     estate. 
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These  are  one  desk. 

I 


THE  SECRETARIES'    DESKS.    IN    ENAMELED   METAL 


The  Davis  Allen  Desk. 

The  Davis  Allen  Desk  doesn't  look  like  other  desks  you  can  buy.  In  fact,  one  Davis  Allen  Desk 
doesn't  even  look  like  another.  You  could  furnish  a  whole  office  with  the  one  desk,  and  by 
changing  colors,  and  woods,  and  tops,  and  accessories  never  get  monotonous.  Yet  be- 
:ause  the  desks  are  structurally  the  same,  regardless  of  size,  you'd  keep  the  same  character 
and  design  integrity  from  one  part  of  the  office  to  another.  The  Davis  Allen  Desk  also  takes 
account  of  electricity.  Wires  from- telephones  and  typewriters  don't  run  across  the  desk  to  mar 
he  appearance.  They  run  into  the  desk  itself.  The  end  panels  of  the  desk  are  easily  removed 
vithout  tools  and  provide  access  to  outlets  in  the  desk  as  well  as  on  the  floor.  As  you  can 
Jee,  the  Davis  Allen  Desk  is  virtually  custom  made.  You  could  say  it's  the  first  custom-made 
Jesk  made  on  the  production  line.  The  Davis  Allen  Desk.  Part  of  a  collection  by  The 
3eneral  Fireproof ing  Company,  Youngstown,  Ohio  44501.  GF  Business  Equipment. 


"Crime  dropped  02% 

when  General  Electric  joined 

our  police  force" 


Crime  is  up  across  the  country.  But  in 
Syracuse,  New  York,  crime  has  dropped.  Sharply. 
62%  in  one  neighborhood. 

Police  Chief  Thomas  Sardino,  above,  figures 
the  success  of  a  General  Electric  innovation- 
Crime  Control  Teams— had  a  lot  to  do  with  it. 

CE  was  looking  for  ways  to  apply  new 
technology  to  police  work  in  Syracuse.  But  after 
an  analysis  of  crime,  they  realized  something 
more  was  needed.  The  result  was  the  Crime 
Control  Team. 

This  concept  is  unique  in  American  police 
work.  It  gives  responsibility  for  crime  control 
back  to  patrolmen  on  the  beat.  And  frees  them 


from  jobs  unrelated  to  crime. 

Each  team  member  patrols  scientifically.  So 
he  has  a  better  chance  of  catching  criminals  in 
the  act. 

The  Crime  Control  Team  concept  has 
recently  been  adopted  by  a  number  of 
communities.  Someday,  it  may  be  helping  yours. 

It's  only  one  way  General  Electric  is  helping 
fight  crime.  GE  streetlights  have  cut  night  crime 
in  many  cities.  GE  radios  have  streamlined  police 
communications.  CE  closed-circuit  TVs  are 
helping  prevent  theft. 

Rising  crime  can  be  stopped.  Progress  from 
the  people  at  General  Electric  can  help. 


Men 

helping 
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expense    of    industr>    leader    Gerber. 

Heinz  has  also  been  launching  new 
products  at  an  accelerating  rate,  to 
the  point  where  over  one-third  of  sales 
worldwide  today  conies  from  products 
introduced  or  acquired  during  the  last 
five  years.  They  include  spaghetti  and 
pizza  sauces,  pickles,  mushrooms,  de- 
hydrated foods,  baby  biscuits  and  cat 
foods,  not  to  mention  several  potato 
products,  acquired  with  Heinz's  Ore- 
Ida  purchase,  that  have  fared  poorly 
from  the  start.  Still  newer  items  now 
being  test-marketed  or  introduced  lo- 
cally include  salad  dressings,  HELP 
children's  drink  and  Vigorade. 

It's  harder  for  a  new  chief  execu- 
tive to  tamper  with  strengths  than 
with  weaknesses,  but  Gookin  could 
not  ignore  that  jewel  in  Heinz's 
crown,  Heinz-Great  Britain,  which 
accounted  for  some  75%  of  the  com- 
pany's foreign  profits  of  S14  million. 
Heinz-Great  Britain's  problems  were 
different  from  those  in  the  U.S.,  name- 


ly, a  kind  of  high-level  stagnation. 
Heinz-Great  Britain  dominates  every 
major  market  it  is  in,  including  beans, 
baby  foods,  soups,  ketchup  and  pick- 
les, with  market  shares  ranging  from 
55%  to  90S.  But  it  was  becoming  ap- 
parent by  the  end  of  1967  that  the 
company's  growth  in  the  United  King- 
dom was  slowing  perceptibly  from 
the  pace  of  the  Fifties. 

What  for  an  Encore? 

The  problem  was  that  Heinz-Great 
Britain  understandably  tended  to  take 
a  more  defensive  posture  with  its 
huge  market  shares  in  slowly  growing 
markets.  Its  able  managers  success- 
fully withstood  and  beat  back  chal- 
lenges by  Campbell  in  soups  and  Ger- 
ber in  baby  foods.  But  by  the  same 
token  it  was  not  oriented  toward  new 
products  and  acquisitions.  Gookin 
sought  to  help  it  find  acquisitions  and 
pressed  it  to  develop  the  institution- 
al   food    market    as    he    had    alreadv 


done  with  great  success  in  the  U.S. 

In  1969  he  entered  into  a  joint  ven- 
ture with  a  freeze-dried  food  maker, 
Erin  Foods,  and  discovered  brilliant 
young  (30)  Irish  entrepreneur  and 
former  rugby  star  Anthony  O'Reilly, 
whose  company  Gookin  bought  out. 
A  major  reason,  Gookin  says,  "was  to 
bring  O'Reilly  and  his  approach  into 
Heinz-Great  Britain's  management. 
He  intuitively  has  a  grasp  of  what  I 
want  at  Heinz.  He  is  highly  motivat- 
ed, can  get  people  to  do  more  than 
they  thought  they  were  capable  of,  is 
a  problem-solver  and  is  willing  to  take 
risks  and  responsibility.  He  thrives  in 
this  kind  of  enviionment,  and  of 
course  so  does  H.J.  Heinz."  Within 
two  years  O'Reilly  was  made  man- 
aging director  of  Heinz-Great  Brit- 
ain, which  is  already  taking  on  a  more 
offensive  growth  look  after  seven  ac- 
quisitions and  a  spate  of  new  product 
introductions. 

According  to  Gookin,  "To  properly 


-Hero— With  Blemishes- 


The  typical  co.mp.\ny  biography 
is  boring,  self-serving  and  humor- 
less, a  puff  job,  paid  for  by  stock- 
holders to  flatter  the  vanity  of  the 
founders  and  the  top  executives. 
Not  so  The  A/agic  \'umber,  the  sto- 
ry of  H.J.  Heinz,  written  by  British 
humorist  Stephen  Potter,  author  of 
Gamesmanship,  Lifemanship  and 
One-Upman.ship.  The  book  (now 
out  of  print)  is  both  lively  reading 
and  instructive  social  commentary. 

It's  the  story  of  Henry  J.  Heinz, 
who  got  started  making  and  bot- 
thng  horseradish,  went  bust  after 
the  Civil  War  and  started  again 
from  scratch.  A  businessman  of  the 
old  school,  H.J.  loved  aphorisms, 
among  them  these  quoted  by  Pot- 
ter in  his  book:  "Work  brings  mon- 
ey; always  plough  back;  luck  may 
help  a  man  over  a  ditch— if  he 
jumps  well;  to  do  a  common  thing 
uncommonly  well." 

Wrote  Author  Potter  of  Founder 
Heinz:  "Everybody  knows  that  it  is 
a  good  thing  to  have  these  prin- 
ciples; the  ditterence  was  that 
these  principles  had  him,  were  nat- 
ural to  him."  Heinz  lived  his  work 
day  and  night.  It  led  him  to  be- 
come a  leading  exponent  and  user 
of  tin  cans  for  preserving  food,  to 
have  the  most  hygienic  and  well-lit 
plants  and  to  develop  a  variety  of 
food  products  that  became  house- 
hold staples. 

Before  the  turn  of  the  century, 
Heinz  visited  London  on  vacation, 
took  along  several  covered  cases  of 
his  products  and  made  a  sale.  Be- 
fore you  could  say  H.J.  Heinz,  he 


Heinz  of  Heinz 


was  exporting  to  England  and  by 
l905  he  had  opened  his  first  Eng- 
lish plant.  Today  Heinz-Great  Brit- 
ain is  the  most  profitable  jewel  in 
Heinz's  very  considerable  world- 
wide operations. 

The  founder  thought  up  the  cel- 
ebrated "57  Varieties"  slogan  while 
riding  New  York's  Third  Avenue 
Elevated  in  1896.  A  sign  read  "Our 
Shoes  Come  in  21  Styles."  Heinz 
mused  over  that  for  a  while  and 
adapted  it.  He  had  59  varieties  of 
goods  but  liked  the  sound  of  "57." 
So  did  everyone  else.  Today  the 
famous  slogan  is  slowly  but  steadi- 
ly disappearing  from  Heinz's  adver- 
tising and  labels,  in  large  part  be- 
cause by  now  the  company  is  dis- 
tributing something  like  1,200 
product  varieties. 

The  company  was  also  a  leader 
in  the  fight  to  get  a  pure  food  and 
drug  act  passed  at  the  turn  of  the 


century.  It  had  become  obvious  to 
many  that  food  poisoning  was  be- 
coming a  growing  menace,  and  all 
food  makers  were  being  blamed. 
Out  of  enlightened  self-interest, 
H.J.  weighed  in  on  the  government 
side.  To  this  day  Heinz  basically 
uses  no  substitute  chemicals  in  its 
foods.  However,  like  other  baby 
foods  companies,  Heinz  was  forced 
to  remove  additive  monosodium 
glutamate  as  a  result  of  the  1970 
government  ban  on  its  use  in  baby 
foods  as  a  flavor  enhancer. 

But  Heinz's  recent  tribulations 
with  baby  foods  are  minor  com- 
pared with  what  happened  25 
years  ago.  Chairman  Henry  J. 
Heinz  II  tells  how,  during  World 
War  II,  a  significant  number  of 
Heinz's  plants  were  forced  to  turn 
out  things  like  K-rations,  parts  for 
planes  and  whole  series  of  war-re- 
lated materials.  At  the  time,  Heinz 
had  more  than  50%  of  the  baby 
foods  market,  and  most  of  the  food 
was  sold  in  tin  cans.  During  the 
war,  the  tin  was  going  to  war.  As 
Henry  Heinz  II  remembers,  "We 
completely  took  our  eye  off  what 
was  going  on  in  baby  foods  be- 
cause of  the  war.  Gerber  Foods 
stole  the  market  right  out  from  un- 
der our  nose  in  the  U.S.  with  bot- 
tled baby  foods,  and  they  were 
able  to  produce  at  full  tilt.  By  the 
end  of  the  1940s  they  had  over 
half  of  the  market.  Despite  nu- 
merous attempts  by  us  to  get  it 
back,  we  never  have  been  able  to 
crack  their  hold  in  the  U.S." 

But  tomorrow? 
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implement  policy  you  need  full  au- 
thority. But  that's  not  only  true  of 
the  CEO;  all  top  management  has  to 
be  gi\'en  great  leeway  to  perform  and 
make  decisions.  With  authority  there 
also  has  to  be  strict  accountability. 
Perhaps  management's  most  impor- 
tant job  is  to  provide  the  necessary 
incentives  and  rewards." 

Gookin,  an  artful  manipulator  in 
the  best  sense,  is  constantly  on  the 
lookout  for  ways  in  which  to  moti- 
vate top  management.  In  1969  he  in- 
troduced a  management  incentive  pro- 
gram that  pays  off  handsomely  for 
successful  fulfillment  of  goals.  It  re- 
placed a  simple  profit-sharing  plan 
that  had  covered  some  800  people. 
"What  was  wrong  with  the  old  plan," 
says  Gookin,  "was  that  it  gave  away 
8%  of  the  profits  to  hundreds  of  peo- 
ple who  had  nothing  to  do  vdth  mak- 
ing Heinz  more  profitable. 

"I  knew  there  would  be  a  hue  and 
cry  about  taking  it  away,  so  I  in- 
creased salaries  substantially  for 
about  600  people.  For  the  remaining 
200  we  instituted  a  much  more  at- 
tractive incentive  plan,  because  these 
are  the  people  who  make  Heinz  more 
profitable."  But  Gookin,  still  not  satis- 
fied, is  thinking  of  tying  the  plan  to 
a  manager's  ability  to  improve  return 
on  investment. 


Mercury  Poison;  Balance  Sheet  Poison- 


The  recent  tuna  scare  has  tem- 
porarily hurt  tuna  canners.  Their 
business  has  been  growing  at 
around  5%  a  year,  helped  by 
tuna's  high  nutritional  and  low- 
calorie  content,  low  cost  and 
ease  of  preparation.  Heinz's 
Star-Kist,  one  of  the  few  well- 
known  national  brands,  is  even 
with  Chicken  of  the  Sea,  and 
has  a  highly  profitable  30% 
share  of  the  $375-million  market. 

When  Dr.  Bruce  McDuffie's 
initial  report  of  tuna's  high  mer- 
cury content  was  published, 
sales  abruptly  slumped  and 
Heinz  and  others  had  to  absorb 
some  returns  from  distributors. 

One  thing  that  made  the  tuna 


It  is  this  constant  pushing,  demand- 
ing more  of  himself  (Gookin  puts  in  a 
55-  to  60-hour  week  beginning  at  7 
a.m.)  and  of  everyone  around  him 
that  has,  in  less  than  seven  years,  to- 
tally dispelled  the  play-it-safe  en- 
vironment that  was  threatening  to 
smother  Heinz. 

The  Heinz  family  and  foundation 


fish  business  desirable  was  the 
strong  market  for  tuna's  waste 
products  and  the  undesirable 
parts  of  the  fish.  These  go  into 
cat  food,  a  $345-million  market 
growing  at  over  12%  a  year. 
Again",  cheap  and  nutritious, 
cats  love  it  and  there  is  no  mer- 
cury poisoning  scare  for  cats. 
'  -Heinz  President  Gookin  is  set- 
ting up  a  loss  reserve,  but  is 
banking  on  a  recovery  once  the 
public  realizes  that  high  mer- 
cury content  was  found  in  only 
3.6%  of  the  tuna  sampled  na- 
tionally. While  swordfish  is  still 
on  the  hook,  tuna  seems  to  be 
off.  And,  after  all,  who  still 
thinks  cranberries  cause  cancer? 


are  still  the  owners,  with  almost  20% 
of  Heinz's  14.5  million  shares  and  vot- 
ing rights  on  another  21%,  but  they 
have  clearly  delegated  the  authority 
to  a  knowledgeable  manager.  Foun- 
der Henry  J.  Heinz,  a  tough,  shrewd. 
God-fearing  businessman,  would  ap- 
prove of  the  way  that  Burt  Gookin  is 
running  things.   ■ 
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Cruis-Ader-the  step  that's  easy  to  take,  once  you've  checked  out  other  cruisers. 
A  decision  that's  easy  to  live  with  from  every  standpoint  influencing  boat  ownership: 
design,  performance,  luxury,  maintenance  ease. 

Your  Cruis-Ader  fiberglass  catamaran  yacht  is  the  semidisplacement  type  for 
the  safest,  softest,  yes,  dryest  ride  you've  ever  experienced.  The  stability  spells 
the  difference  between  cruising  comfort  and  what  can  become  an  endurance  contest 
in  off-shore  waters. 

A  sport  deck  and  fly  bridge  are  options  on  either  45-foot  or  57-foot  models. 
The  full-beam  wheelhouse.  found  only  on  Ctuis-Aders,  gives  you  360-degree 
viewing.  The  speed,  stamina,  power  options,  instrument  quality  and  standard 
features  make  Cruis-Ader  not  just  more  boat  for  the  money  but  more  of  a  pleasure 
to  own. 

CARRIrCRATL 


BEMJN,  WISCONSIN  H9!3  > 


From  a  maintenance  standpoint,  there  are  no  contenders.  These  yachts  draw 
-less  water  than  keel  boats  and  are  easier  to  get  in  and  out  of  the  water.  Rein- 
forced fiberglass  construction  gives  you  more  boating  time,  less  maintenance 
downtime. 

For  personal  or  business  entertaining,  Cruis-Ader  is  the  best  host  afloat.  There's 
mote  total  living  area,  more  headroom,  more  sleeping  convenience-excellent 
accessways  and  stowage,  every  amenity  for  luxury  living.  Alternate  floor  plans  and 
outstanding  decors  provide  rich  wood  paneling,  carpeting,  padded  wall  and  ceiling 
covering,  opulent  furnishings,  to  customize  your  yacht  and  merit  your  pride. 

To  check  out  all  the  reasons  that  make  Cruis-Ader  your  final  step  up  in  boating 
pleasure,  see  your  dealer  or  write  direct  for  our  new 
Cruis-Ader  brochure. 


A  Subsidiary  of  UIP  Corp. 
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Nonstop  Prosperity? 

If  last  year  was  a  dreadful  one  on  Wall  Street, 
why  should  the  underwriters  look  so  fat  and 
sassy?  Can   they  keep  on  looking  that  way? 


They're  still  talking  about  it  down  on 
Wall  Street  as  sometliing  unknown  for 
decades.  "And  it  may  not  happen 
again  for  20  years,  you  know,"  says 
one  of  The  Street's  most  influential 
analysts.  "I  must  say,  I  hope  it  doesn't. 
It  would  be  a  sxTTiptom  of  a  terrible 
malaise  in  the  countr\ ." 

The  mystery  was  the  perverse  logic 
of  last  year's  bond  market.  Any  inves- 
tor knows  that  when  prices  are  fall- 
ing, trading  is  apt  to  slow  as  potential 
buyers  wait  for  them  to  fall  further 
still.  For  much  of  last  year,  bond 
prices  were  sinking  like  a  stone.  So 
trading  must  have  been  slow,  right? 

Wrong.  Out  of  the  \'ermont  hills, 
from  the  fanns  of  North  Dakota,  out 
of  the  savings  accounts  of  wealthy 
southern  widows,  the  money  poured 
in.  And  it  snapped  up  triple-A  bonds 
yielding  8.5?  and  9'?.  The  figures  tell 
the  story.  Last  year  individuals— in- 
cluding a  few  miscellaneous  institu- 
tions—took up  nearly  60%  of  the  net 
increase  (new  issues  minus  retire- 
ments) in  corporate  bonds,  vs.  52% 
the  year  before.  With  the  big  institu- 
tions strapped  for  cash,  says  President 
James  W.  Davant  of  Paine,  Webber, 
Jackson  h  Curtis,  "We  distributed  an 
enormous  amount  of  l)onds  to  our  re- 
tail customers.  People  say  the  small 
investor  is  always  wrong,  but  not  this 
time.  He  bought  'em  just  right." 

Logic  would  seem  to  suggest  that 
high  interest  rates  would  so  repel  po- 
tential borrowers  that  the  supply  of 
new  bonds  should  shrink.  Not  so. 

Last  \ear  long-term  corporate  debt 
financing  leaped  60%  to  $29  billion— 
despite  sky-high  interest  rates.  (Moo- 
dy's Corporate  Bond  Yield  Index 
reached  an  all-time  high  of  8.94%.) 

What  happened  was  that  the  mar- 
ket fed  on  itself.  The  mounting  cor- 


porate liquidity  crisis  in  1970's  first 
half,  culminating  in  late  June's  Penn 
Central  bankruptcy,  so  frightened  in- 
stitutional creditors  that  they  began 
pressuring  corporations  to  clean  up 
their  balance  sheets,  particularly  their 
short-teiTTi  debt.  This  caught  short 
many  companies  whose  financial  of- 
ficers, correctly  foreseeing  a  dip  in 
bond  rates,  were  trying  to  get  by  in 
the  meantime  on  short-term  borrow- 
ing. Says  the  head  of  one  major  un- 
derwriter, "We  used  to  feel  that  bank 
loan  officers  were  competition.  Now, 
with  the  experience  of  the  last  few 
months,  we  find  they're  advising  their 
customers  in  many  instances  to  lighten 
up  on  their  short-term  obligations  and 
go  long  term." 

The  Fal  Cats 

One  result  of  the  burst  of  new 
bonds  was  that  1970  was  perhaps  the 
most  profitable  underwriting  year  The 
Street  has  ever  seen.  Complete  fig- 
ures for  the  year  are  not  yet  in,  but  it 
is  already  known  that  profits  for  at 
least  three  of  the  top  ten  underwriters 
—First  Boston  (the  largest  one),  Sal- 
omon Bros,  and  Kidder  Peabody— 
reached  all-time  record  levels. 

Well,  they'll  pay  for  it  this  year, 
won't  tliey?  The  banks  are  stuffed 
with  money,  the  Government  is  mak- 
ing them  more  liquid  by  the  day  and 
the  prime  rate  has  dropped  from  8.5% 
to  6%  and  may  still  be  falling.  What 
corporate  treasurer  would  dream  of 
locking  himself  into  new  bonds  at 
7%,  right? 

Still  wrong.  The  major  underwriting 
houses  insist— and  back  it  up  with  im- 
pressive reasoning— that  this  year  will 
be  at  least  as  good  as  last  for  bond 
underwriting.  Says  Paine,  Webber's 
Vice  President  Alan  T.  Wenzell,  "Some 
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corporate  financial  officers  are  afraid 
we  might,  with  increasing  prosperity 
and  the  possibility  of  resuming  infla- 
tion, be  right  back  where  we  were  in 
a  liquidity  crisis. 

"So  we  see  a  continuation  of  sub- 
stantial new  debt  issues.  But  in  addi- 
tion to  that,  we  think  there  will  be 
many  new  equity  issues  from  quality 
companies.  The  stock  market  is  up 
and  the  market's  receptivity  to  quality 
common  stocks  is  a  good  deal  better. 
Individual  investors  have  shown  a  tre- 
mendous appetite  for  high-grade  util- 
ity stocks,  for  example." 

The  one  thing  that  could  abort  the 
underwriting  boom— a  lack  of  need  for 
new  money  by  borrowers— seems  at 
least  unlikely.  Some  industries,  like 
public  utilities,  are  being  pressed  to 
lift  their  capacity,  which  means  more 
equipment  and  money.  Higher  Middle 
East  royalties— let  alone  nationaliza- 
tion—could cut  oil  earnings  and  drive 
the  oil  companies  to  market  en  masse. 
Even  industries  that  do  have  overca- 
pacity are  continuing  to  borrow  in  or- 
der to  finance  cost-saving  re-equip- 
ment. Still  to  be  heard  from  are 
companies  with  second-grade  credit 
ratings  that  have  so  far  found  it  hard 
to  float  either  equity  or  debt.  Per- 
haps biggest  of  all,  state  and  local 
governments  seem  sure  to  set  new  bor- 
rowing records  this  year,  spurred  by 
rising  need  and,  in  many  cases,  by 
the  postponement  of  past  borrowings 
because  of  interest  rate  ceilings. 

Finally,  investment  bankers  could 
very  well  enjoy  record  profits  in  1971 
even  if  underwriting  volume  does  not 
live  up  to  expectations.  Why?  "Be- 
cause the  market  is  with  us,"  says  an 
economist  for  one  investment  house 
who  asks  not  to  be  named.  "If  bond 
prices  are  rising  and  interest  rates  are 
falling,  the  chances  of  pricing  an  of- 
fering poorly  and  therefore  losing 
money  on  the  fee  are  smaller.  If  you're 
patient,  the  market  comes  to  you. 
Then,  too,  as  wholesalers  of  securities, 
investment  bankers  have  a  position 
in  the  securities  as  a  sort  of  stock  in 
trade.  So  when  prices  are  going  up, 
that  position  is  appreciating  in  value 
all  the  time.  We  simply  can't  help  but 
make  money." 

Investment  bankers  say  they  fully 
expect  the  public  to  continue  snap- 
ping up  the  new  bonds  even  as  the 
yields  decline.  Will  it?  Or  will  it  be 
tempted  to  take  profits  in  bonds 
and  put  the  money  back  into  the  stock 
market,  now  that  confidence  is  back? 
Nobody  knows,  but  even  if  the  pub- 
lic does  back  away,  the  fact  is  that  the 
institutions  are  back  buying  bonds. 
The  year  1970,  a  disaster  for  much  of 
Wall  Street,  was  a  triumph  for  under- 
writing. And  1971  promises  to  be 
nearly  as  good.  ■ 
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A  better  quality  of  life  begins  with  a  good  house. 

Before  you  buy  one  of 
the  millions  of  houses  to  be 
built  during  the  seventies, 
make  sure  it  doesn't  have 


a  leaky  basement. 


A  basement  can  provide  up  to  fifty 
percent  of  a  home's  living  space,  so 
a  dry  basement  is  a  valuable  asset. 
And  with  good  design,  pi-oper 
construction  and  quality  building 
products,  you  should  be  able  to 
have  a  basement  built  that  will 
remain  bone-dry  indefinitely. 

Here  are  some  of  the  techniques 
used  by  experienced  builders  to 
help  keep  a  basement  dry. 

BUILDING  WATER  OUT 

The  best  cure  for  a  leaky  basement 
is  to  prevent  it  while  the  house  is 
being  built.  Leakage  and  seepage 
can  be  reduced  or  eliminated  after 
a  house  is  built.  We'll  concentrate 
on  how  to  solve  the  problem  the 
economical  way— before  it  becomes 
a  problem. 

Leakage  is  an  actual  flow  of 
water  trickling  in  thi-ough  joints, 
cracks  or  other  imperfections  in 
the  wall  and  floor.  Seepage  is  the 
result  of  capillary  action  which 
draws  moisture  in  through  porous 
spots  in  the  masonry  or  concrete. 

Both  conditions  are  generally 
prevented  by  good  concrete  and 
ample  drainage.  Waterproofing, 
however,  can  provide  a  vital  safety 
factor  which  should  not  be  ignored. 

As  shown  in  Figure  A,  the  wall 
is  first  primed  with  asphalt  primer 
—or  an  emulsion  if  the  surfai  e  is 
damp  or  green.  (With  concrete 
block  construction,  two  coats  of 


Portland  cement  plaster  should  be 
applied  before  the  primer.)  Next 
comes  a  membrane  coating  of 
trowel  mastic.  In  vulnerable  spots 


Figure  A 


like  corners  and  bends,  sheets  of 
glass  fabric  are  then  embedded  in 
the  mastic  coating.  In  some  cases  a 
second  coat  of  trowel  mastic  is 
applied,  followed  by  another  layer 
of  glass  fabric  and  then  a  top  coat 
of  the  mastic. 

To  insure  protection  of  the  mem- 
brane against  damage  when  the 
earth  backfill  is  replaced,  either 
trowel  on  a  final  coat  of  cement 
plaster  or  apply  a  layer  of  \-2 "  thick, 
asphalt-coated  and  impregnated 
insulation  board. 

Every  waterprouiing  project  has 
circum.stances  that  might  require 
special  attention.  The  best  bet  is  an 
experienced,  reliable  builder  who 


knows  the  local  soil  and  di-ainage 
conditions. 

DRAINING  WATER  AWAY 

Even  in  fairly  well-drained  soil, 
rainwater  cascading  off  a  roof  can 
build  up  a  dangerously  high  hydi'o- 
static  pressure  if  it  saturates  the 
soil  alongside  the  basement  walls. 
In  some  areas,  a  sudden  spring 
thaw  can  cause  an  even  more  severe 
problem.  Indeed,  even  with  the 
most  thorough  waterproofing  of 
outside  walls,  unless  relieved,  the 
pressure  can  force  water  up 
through  the  basement  floor. 


One  way  to  relieve  the  pressure 
is  with  a  foundation  drainage 
system.  This  consists  of  a  line  of  4 
perforated  fibre  pipe  installed 
along  the  outside  edge  of  the 
foundation  footing,  as  shown  in 
Figure  A.  If  area  building  codes 
permit,  discharge  lines  can  then  be 
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connected  to  a  storm  sewer  or 
other  suitable  disposal  areas. 

Vertical  downspouts,  which 
collect  rainwater  from  roof  gutters, 
should  not  merely  discharge  into 
the  ground  next  to  the  house.  In- 
stead, they  can  be  connected  to 
drainpipes,  as  shown  in  Figure  B, 
which  are  installed  in  an  under- 
ground trench  about  a  foot  below 
the  surface  near  the  downspout 
and  sloping  about  *:;-inch  per  foot 
as  it  runs  away  from  the  house  to  a 
storm  sewer  or  a  dry  well  (shown 
in  Figure  B). 

A  dry  well  may  be  built  using 
concrete  blocks  laid  on  their  side 
and  separated  a  few  inches  at  the 
joint  to  form  a  hollow  square  in  the 
center.  Any  dry  well  should  be 
located  at  least  fifteen  feet  away 
from  the  foundation,  and  should  be 
large  enough  to  accept  the  overflow 
from  a  heavy  rainstorm  without 
overflowing.  A  hole  3-f  eet  square  is 
a  minimum ;  a  3'  x  6'  to  3'  x  8'  hole 
is  better  where  there  is  heavier 
rainfall. 

THE  MIRROR  TEST 

If  your  house  is  already  up  and 
you're  plagued  by  a  damp  base- 


ment, it's  usually  the  result  of 
either  condensation  caused  by 
humid  air  inside  the  basement,  or 
leakage  and  seepage  through  the 
walls  or  floors  from  outside. 

To  find  out  which  problem  is 
causing  the  moisture,  attach  a 
small  mirror  to  the  damp  wall  with 
tape.  Leave  it  there  for  a  day  or 
two.  Then  if  both  the  mirror  and 
the  wall  are  sweating  with  moisture, 
condensation  is  the  cause  and  can 
generally  be  solved  with  better 
ventilation  or  a  dehumidifier. 


However,  if  the  mirror  remains 
dry  while  the  wall  around  it  is 


damp,  the  trouble  is  most  likely 
leakage  or  seepage.  It  is  possible  to 
remedy  the  situation  but  it  is  a 
major  undertaking.  Here  again,  a 
good  contractor  can  give  you  the 
benefit  of  both  his  experience  and 
knowledge  of  how  best  to  attack 
the  problem. 

*     *     «     *     *     * 

Flintkote,  which  made  its  repu- 
tation originally  as  the  maker  of 
roofing  products,  now  makes  build- 
ing products  for  the  entire  house. 
For  instance,  in  the  waterproofing 
and  drainage  system  described 
here,  Flintkote  makes  the  asphalt 
trowel  mastic,  the  emulsion,  the 
cement  plaster,  the  asphalt  insula- 
tion board,  and  the  drainage  pipes. 
Other  major  categories  that  en- 
hance the  Flintkote  reputation  are 
floor  tiles,  gypsum  products,  insu- 
lation, concrete,  lime,  Portland 
cements,  coating,  adhesives,  and 
paper  packaging  products.  Each  of 
these  is  made  to  meet  the  same 
exacting  standards  which  made 
Flintkote  roofing  famous.  And 
which  we  still  make  today. 
The  Flintkote  Company 
400  Westchester  Avenue 
White  Plains,  New  York  10604 


Nobody's  got  more  products  to  build  with.  FLINTKOTE 
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Buy,  Brother,  Buy 

Remember  when  a  penny  saved  was  a  penny  earned?  Now 
it  reads:  A  penny  saved  is  a  setback  to  economic  recovery. 


"People  seem  worried  and  uncertain 
about  the  future,  so  they're  socking 
away  their  personal  earnings  in  record 
amounts,"  says  Leonard  T.  Ebert,  sen- 
ior vice  president  at  the  Philadelphia 
Saving  Fund  Society,  where  a  12.4% 
savings  growth  last  year  boosted  as- 
sets to  $2.4  billion. 

The  picture  has  been  repeated  all 
across  the  country.  In  December  the 
nation's  savings  &  loan  associations 
reported  a  $2.7-billion  gain  in  savings 
deposits,  the  largest  monthly  increase 
ever.  In  the  same  month  mutual  sav- 
ings banks  registered  their  first  month- 
ly deposit  increase  of  over  $1 
billion.  Overall,  personal  savings  in 
the  U.S.  was  running  at  a  rate  of  al- 
most 10%  of  disposable  personal  in- 
come by  the  end  of  1970,  up  sharply 
from  7.4%  for  1969. 

If  this  trend  continues,  the  impact 
could  be  tremendous.  If  consumers 
have  now  become  savers  rather  than 
spenders,  the  outlook  for  a  speedy 
economic  recoveiy  is  a  good  deal  less 
than  rosy.  President  Nixon's  hopes  for 
producing  a  full-employment  econ- 
omy by  next  year's  election  could  go 
up  in  smoke.  So  could  the  hoped-for 
pickup  in  corporate  earnings.  Has  the 
prudent  man  with  his  money  in  a 
sock  taken  over  from  the  profligate 
charge-accounter  of  the  late  Sixties? 

Like  many  other  savings  bankers, 
the  officers  at  Philadelphia  Saving 
think  the  savings  rate  will  remain  at 
or  close  to  last  year's  level.  "I  don't 
see  that  the  outlook  has  changed 
much,"  says  Ebert. 

Some  Wall  Street  economists,  how- 
ever, see  it  more  hopefully.  Much  of 
the  savings  rate,  they  note,  really  re- 
flects debt  payments  rather  than  new 
funds  going  into  savings  &  loans  and 
commercial  banks.  When  available  in- 
come isn't  spent  for  goods  and  ser- 
vices, it's  tagged  as  savings.  But  the 
money  really  may  have  been  used  to 
pay  oil  an  auto  loan  or  end  a  charge 
account.  One  analyst,  Sam  I.  Naka- 
gama  of  Argus  Research  Corp.— which 
is  bullish  on  the  economy— attributes 
much  of  the  high  savings  rate  to  the 
General  Motors  strike  when  many  car 
purchases  were  put  off".  "I  don't  think 
we're  seeing  a  return  of  the  old  pru- 
dence," he  says.  "When  the  consumer 
starts  spending  again,  he'll  just  lK\gin 
creating  debt  once  more." 

Chase  Manhattan  Bank  also  be- 
lieves that  the  savings  splurge  is  a 
temporary  phenomenon.  Chase  ec(ni- 
omists  note  that  the  consumer's  $788- 
bilhon  nest  egg  is  real  enough.  Thev 


are  already  predicting  privately  that 
the  savings  rate  dropped  to  6%  in 
January.  And  they  see  a  solid  8.5%  in- 
crease in  consumer  spending  for  the 
year,  with  the  heaviest  spurt— 11%— 
coming  in  durable  goods. 

Such  opinions,  however,  are  sharp- 
ly at  variance  with  consumer  suiA'eys 
such  as  the  highly  regarded  one  run 
by  George  Katona  of  the  University  of 
Michigan  (Forbes,  Feb.  1),  which 
finds  consumers  still  quite  uncertain. 
"I  think  the  consumer  remains  shell- 
shocked,"  says  Faith  Prior,  family 
economist  at  the  University  of  Ver- 
mont and  a  member  of  the  American 
Bankers  Association  consumers'  com- 
mittee. "You  see  the  eftects  of  high 
unemployment  setting  in  all  over  the 
place.  For  the  first  time,  our  nutrition- 
ist is  getting  calls  from  men  about  the 
cheapest  cuts  of  meat  to  buy."  John 
King,  a  Los  Angeles  professor  and 
money  manager,  sees  signs  of  a  histor- 
ic reversal,  with  the  consumer  fright- 
ened into  a  long  period  of  thrift. 


And  even  economists  who  are  in- 
clined toward  optimism  remain  wary. 
"We're  assuming  that  the  high  savings 
rate  will  come  down,"  says  Tilford  C. 
Gaines,  vice  president  and  economist 
of  Manufacturers  Hanover  Trust  Co. 
"But  if  it  doesn't,  it  means  that  the 
economy  has  really  undergone  some 
fundamental  structural  change  in  peo- 
ple's saving  and  spending  habits.  If 
we  don't  get  that  drop  [in  savings], 
we're  not  in  for  much  of  a  business 
recovery." 

Gaines  realizes  that  an  economic 
pickup  can  come  from  the  consumer 
either  unleashing  his  savings  or  going 
deeper  into  debt.  "But  it's  a  whole 
new  ball  game,"  he  says,  "because 
we're  relying  on  the  consumer  so 
much.  He  provides  some  60%  of  the 
gross  national  product,  and  we  don't 
expect  much  of  a  push  from  capital 
spending  or  government  outlays." 

Who'd  have  thought  the  day  would 
come  when  thrift  and  prudence  would 
become  the  enemy  of  prosperity?      ■ 
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The  ''Rear  Reynolds  Story 

It  seems  to  add  up  to  doing  only  profitable  busi- 
ness in  amounts  that  could  be  handled  efficiently. 


W.\LL  Street's  Annual  Sour  Grapes 
Award  is  presented  informally.  A  com- 
petitor lowers  his  voice  dramatically, 
glances  over  his  shoulder,  then  says: 
"Well,  I'll  tell  >ou  the  real  story 
there"— generalK  a  tale  of  hidden  in- 
eptitude offset  by  outrageous  luck. 
The  award  is  a  gift— if  that  is  the 
appropriate  word— to  the  winners  from 
the  also-rans. 

This  year's  recipient  of  the  Grape 
Laurel:  Robert  (Stretch)  Gardiner, 
48,  managing  partner  of  Reynolds  & 
Co.  And  small  wonder.  Not  only  did 
Gardiner  issue  a  press  release  an- 
nouncing that  Re\nold«i  had  just  fin- 
ished its  third  best  year  in  its  40- year 
history  in  1970;  he  then  added  insult 
to  injury  by  throwing  a  press  con- 
ference at  the  Bankers  Club  to  explain 
why  his  firm  had  not  met  with  the 
disaster  that  struck  so  many  other 
major  brokerage  houses. 

Bill  of  Parlkufan 

Anything  but  a  bashful  man. 
Stretch  Gardiner,  whose  6'7"  towered 
over  his  listeners,  ticked  off  an  im- 
pressive list  of  statistics.  Reynolds,  he 
said,  had  one  of  the  lowest  costs  per 
transaction  in  the  business  ($31).  Its 
capital  ratio  has  rarely  exceeded  a 
conservative  8:1,  and  its  stated  capi- 
tal of  825  million,  all  of  which  is  put 
up  by  the  partners  and  their  families 
and  requires  at  least  three  years'  no- 
tice before  withdrawal,  was  under- 
stated by  nearly  $15  million. 

Not  once  since  its  founding  in  1931 
has  Reynolds  lost  money.  Over  the 
past  five  years  its  revenues  have  dou- 
bled from  S31  million  to  over  $62  mil- 
lion, even  though  the  number  of  Reyn- 
olds offices  had  decreased  from  64  to 
54.  Reynolds  doesn't  reveal  its  profit 
margin,  but  last  summer  the  firm 
tgpped  a  survey  of  13  major  broker- 
age houses  for  the  brutal  first  quarter 
of  1970,  with  a  margin  of  18«.  Of  the 
remaining  dozen  houses,  only  Paine, 
Webber,  Jackson  &  Curtis,  with  a 
margin  of  3.1%  for  the  quarter,  was 
even  in  the  black. 

"We  contract  in  good  times  and  ex- 
pand in  bad,"  says  Gardiner.  "Now, 
we've  made  a  merger  just  about  every 
year  or  so  in  the  late  1960s  expand- 
ing regionally  into  major  markets  and 
cutting  back  in  marginal  markets." 
Thus  Reviiolds  opened  offices  in  Pitts- 
burgh and  Atlanta  and  closed  them  in 
places  like  Butler,  Pa.  and  Albany,  Ga. 

"We  do  that  in  the  types  of  busi- 
ness we  handle,  too,"  he  goes  on.  "Six 
months  ago  we  got  out  of  the  govern- 


ment bond  business  because  there 
was  no  insurance  on  it.  And  in  1968 
we  stopped  dealing  in  over-the-coun- 
ter securities  unless  they  were  cleared 
tlirough  the  NOTC  [National  OTC 
Clearing  Corp.],  because  we  knew  we 
couldn't  clear  them  properly." 

Enter  the  sour  grapes.  "Their  prof- 
its look  good  now  only  because  Stretch 
didn't  spend  money  in  the  back  of- 
fice to  switch  to  third-generation 
computers,"  says  one  detractor.  The 
implication  is  that  Reynolds  will  suffer 
from  this  as  time  goes  on.  Not  so,  re- 
torts Gardiner:  "We've  had  IBM 
360-50s  for  two  years  now,  and  we're 
taking  our  sweet  time  working  the 
bugs  out  of  the  programming  before 
we  put  them  on  stream  some  time  this 
year."  Says  another  competitor: 
"Stretch  didn't  expand  because  old 
man  Staley  [founding  partner  Thomas 
F.  Staley]  wouldn't  let  him  expand, 
that's  all."  "Oh  nuts,"  says  Gardiner. 
"Listen,  when  I  was  a  lowly  analyst  I 
walked  up  to  Mr.  Staley  one  day  and 
I  told  him  he  was  running  Reynolds 
all  wrong.  You  know  what  he  did? 
Instead  of  firing  me  on  the  spot,  he 
sat  me  down  for  hours  to  talk  it  over. 
Then  he  made  me  his  assistant.  We've 
never  had  an  argument  over  policy  in 
the  13  years  since  I  was  made  manag- 
ing partner  in  1958." 

No  Paragon 

To  be  sure,  Reynolds  has  made  mis- 
takes. Back  in  1958  the  firm  was 
suspended  a  full  month  by  the  Na- 
tional Association  of  Securities  Deal- 
ers for  "lack  of  supervision"  when  one 
of  its  West  Coast  customers'  men  was 
caught  touting  a  defunct  mining  com- 
pany in  which  he  and  his  family  had 
held  stock.  Then  in  1963  Reynolds 
acquired  A.M.  Kidder,  whose  profits, 
as  it  turned  out,  were  lagging  badly 
because  of  chronic  overexpansion. 
During  the  next  few  years  other  firms 
were  starting  to  expand  furiously  and 
to  generate  their  own  recent  back  of- 
fice problems.  Reynolds  had  already 
had  a  taste  of  overexpansion  with  such 
problems  and  wisely  followed  a  more 
moderate  expansion  course. 

Reynolds  could  very  well  encounter 
rougher  going  in  the  future.  A  year  or 
two  hence,  Stretch  Gardiner  may  not 
be  calling  press  conferences  to  brag 
about  his  firm.  But  on  his  record  of 
the  last  few  years,  including  some  of 
the  worst  in  Wall  Street's  history,  it's 
hard  to  fault  him  just  now.  To  him, 
the  other  fellow's  sour  grapes  taste 
like  vintage  wine.  ■ 


Warning.  "If  this  record 
trading  volume  continues," 
says  Reynolds'  Robert  Gar- 
diner, "it  would  give  me 
some  concern  as  to  how  well 
Wall  Street  could  handle  it." 
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The  Year  of  the  Big  Bath 

Many  companies  are  using  the  1970  recession 
as  a  way  to  dress  up  their  future  earnings. 


Has  the  stock  market  gone  complete- 
ly haywire?  On  the  New  York  Stock 
Exchange,  volume  and  prices  have 
been  booming.  But  all  around  the 
U.S.,  companies  have  been  reporting 
the  sorriest  earnings  figures  in  years. 
Do  the  institutions  and  Wall  Street 
insiders  know  something  that  no  one 
else  knows?  Not  anything  that  inves- 
tors who  take  the  time  to  examine  the 
accompanying  table  won't  soon  real- 
ize. The  fact  is  that  many  companies 
are  executing  a  financial  public  rela- 


tions ploy  called  "clearing  the  decks." 
During  the  bull  market  of  the  late 
Sixties,  the  action  was  pegged  to 
profits— real  and  unreal.  But  for  the 
moment,  the  game  has  changed.  Der- 
ring-do is  out.  Conservatism  is  in. 
Treasurers  are  writing  down  goodwill, 
research  projects,  buildings,  inven- 
tories, product  lines.  Many  are  even 
writing  off  future  costs  by  setting  up 
reserves  for  potential  problems. 

That    lowers    1970    earnings.    But 
with  most  stocks  just  recovering  from 


bear-  market  lows,  it  seldom  knocks 
down  the  stock  price.  And  since  ev- 
ery dollar  charged  off  against  1970 
is  a  dollar  added  to  future  profits,  this 
"clears  the  decks  for  action"— in  other 
words,  a  hoped-for  rebound  in  1971. 

In  many  cases  these  write-offs  are 
obvious  attempts  to  clean  up  past  mis- 
takes. Some  are  acquisitions  that  went 
.  sour.  Northwest  Industries  wrote  off 
some  $55  million  to  bring  its  invest- 
ment in  B.F.  Goodrich  and  Irmiont 
stock  down  to  its  current  market  price. 
Whittaker  wrote  off  some  $8.8  mil- 
lion of  goodwill.  Leasco  wrote  its  $24- 
million  investment  in  Pergamon  Press 
all  the  way  down  to  $1. 

Projects  that  had  been  capitalized 
in  the  Sixties  rather  than  charged  off 


1970 

Net  tncomt 

Before 

Extraor- 

ExUaortSinaty 

dinary 

Net  Income 

Change 

1970 

Change 

Items 

Charges 

1970 

1969 

From 

Sales 

From 

Company 

(mrllions) 

(millions) 

(millions) 

(millions) 

1969 

(miWions) 

1969 

Air  Reduction 

$  18.3 

$10.5 

$     7.8 

$  20.1 

—61.20/0 

$  436.5 

0.6O/O 

Alcoa 

114.3 

18.8 

95.5 

122.4 

—22.0 

1522.4 

—1.5 

American  General  Insurance 

38.3 

6.9 

31.3 

41.0 

—23.7 

753.7 

8.9 

American  Smelting  &  Ref. 

88.8 

8.6 

111.7* 

100.8 

10.8 

717.8 

—6.9 

American  Standard 

13.1 

10.0 

3.1 

39.3 

—92.1 

1417.8 

7.7 

Ametek 

3.8 

2.8 

1.0 

6.7 

—85.0 

136.2 

-12.1 

Ampex 

14.5 

2.3 

12.2 

13.7 

—10.9 

313.6 

5.8 

Anaconda 

67.9 

4.3 

63.6 

99.3 

—36.0 

977.4 

—30.7 

Armour 

27.4 

4.7 

22.7 

18.1 

25.4 

2265.1 

9.0 

Bemis 

5.2 

5.4 

dO.2 

8.5 

P-D 

358.6 

9.3 

Bendix 

29.1 

5.0 

24.1 

61.3 

—60.7 

1442.9 

—11.7 

Borg-Warner 

43.5 

11.7 

31.8 

52.0 

—38.8 

1114.8 

2.6 

Budd 

d8.5 

12.1 

d20.6 

10.2 

P-D 

515.4 

—8.2 

Capital  Cities  Broadcasting 

11.5 

2.0 

9.5 

11.4 

—16.7 

85.9 

0.8 

Castle  &  Cooke 

20.4 

2.7 

17.6 

18.6 

—5.4 

497.0 

11.6 

Certain-Teed  Products 

4.0 

3.1 

0.9 

6.7 

—86.6 

253.6 

13.5 

CF  &  1  Steel 

10.2 

3.7 

6.5 

14.0 

—53.6 

242.3 

—3.5 

Commercial  Solvents 

0.9 

6.6 

d5.7 

2.2 

P-D 

90.8 

—3.8 

Computer  Science 

11.3 

6.0 

5.3 

7.2 

—22.1 

108.9 

36.1 

Continental  Can 

91.9 

15.5 

76.4 

90.4 

—15.5 

2036.5 

14.4 

Copperweld  Steel 

3.7 

1.6 

2.1 

5.2 

—59.6 

131.6 

-7.5 

Dearborn  Computer  &  Marine 

3.1 

3.4 

dO.4 

2.7 

P-D 

35.8 

39.3 

Del  Monte 

17.8 

34 

14.4 

22.2 

—35.1 

681.5 

1.1 

Dow  Chemical 

132.4 

31.1 

103.4* 

148.7 

—30.5 

1911.0 

6.3 

Electronic  Associates 

d5.0 

4.0 

d9.0 

d2.2 

D-D 

31.0 

—24.8 

!               Federal  Pacific  Electric 

dl.O 

1.9 

d2.9 

5.0 

P-D 

160.8 

7.6 

GCA  Corp. 

1.5 

1.0 

0.4 

1.8 

—77.8 

26.8 

14.0 

General  Foods 

110.4 

11.1 

99.3 

132.9 

—25.3 

2045.4 

8.0 

General  Mills 

40.6 

15.1 

27.1* 

39.4 

—31.2 

1021.7 

10.8 

General  Tel.  &  Electronics 

219.3 

15.7 

208.2* 

237.4 

-12.3 

3439.2 

5.4 

General  Tire  &  Rubber 

38.1 

1.8 

41.2' 

35.1 

17.4 

981.1 

—9.8 

Great  Western  Financial 

7.9 

1.5 

6.4 

12.3 

—48.0 

230.6 

9.0 

Gulf  Resources  &  Chemical 

4.6 

IX 

5.3* 

d8.9 

DP 

115.8 

t 

Hammermill  Paper 

9.2 

2.7 

9.4* 

14.1 

—33.3 

352.4 

—0.3 

Hammond  Corp. 

1.5 

1.1 

0.3 

1.5 

—80.0 

29.6 

8.8 

HCA  Industries 

—1.9 

2.2 

d4.2 

dO.l 

D-D 

27.5 

—5.5 

Hercules 

49.6 

1.6 

49.6* 

43.9 

13.0 

798.6 

7.1      M 

Homestake  Mining 
Howmet 
Inland  Steel 

3.4 

Z8 

0.6 

3.0 

—80.0 

57.5 

95.6      ■ 

16.7 
52.3 

3.1 
5.6 

13.7 
46.7 

16.3 
60.9 

—16.0 
—23.3 

250.0 
1197.9 

11.0    m 

-1.8  m 

'Includes   exlraordinary  credits. 

tNo   change.         d  deficit. 

D-D  Dollcll   to 

deficit.         D-P  Defici 

to  profit. 

P-D  Profit  to  deficit. 

1 
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as  a  current  expense  were  another 
source  of  write-downs.  Computer  Sci- 
ences wrote  ofF  S6  million  of  its  in- 
vestment in  Computicket  that  it  had 
been  accumulating  over  several  years. 

Of  course,  a  good  many  of  these 
special  charges  certainly  should  have 
come  out  of  1970  earnings.  No  one 
would  quarrel  with  wTite-offs  caused 
by  unpredictable  events,  such  as  the 
ban  on  cyclamates  that  compelled 
General  Foods  Corp.  to  write  off 
Sll.l  million. 

Reserves  for  future  losses  are  more 
arguable.  For  example,  Alcoa  has 
charged  its  1970  net  income  with 
$18.8  million  in  write-offs,  including 
S5.3  million  for  estimated  future  costs 
"in  a  major  construction  contract.  In- 


mont  has  reduced  its  1970  earnings 
by  $14.6  million  for  the  estimated  fu- 
ture losses  of  quitting  businesses  and 
writing  down  assets.  Riegel  Paper  set 
up  a  similar  $10.2-million  reserve. 

On  the  record,  companies  deny  that 
they  have  "taken  the  big  bath."  Says 
Riegel  Pa^jer  Vice  President  Keith  F. 
Kennedy:  "We  adopted  a  plan  to  re- 
tire and  dispose  of  certain  of  our  fa- 
cilities over  a  period  of  years.  We  had 
appraisals  made  of  what  we  could  get 
on  the  disposition  and  we  set  up  our 
reserve  accordingly." 

But  talking  informally,  some  tell  a 
quite  different  story.  Says  the  finan- 
cial vice  president  of  one  company: 
"We  had  one  single  big  write-off  we 
decided   that   we   should   take.   Once 


we  decided  on  that,  we  tended  to 
throw  some  other  stuff  in  with  it.  I 
don't  expect  all  the  write-offs  we  took 
will  stand  up  under  Internal  Revenue 
Service  scrutiny.  But  even  if  we  have 
to  go  back  and  reverse  it  sometime 
later,  it  can't  do  anything  but  help 
our  shareholders." 

Are  these  write-offs  good?  The  in- 
stitutional buyers  obviously  like  them. 
They  are  counting  on  a  lot  of  these 
companies  to  bounce  back  sharply  this 
year  or  next.  They  like  to  see  the  junk 
shaken  off  corporate  balance  sheets. 
So  if  this  is  the  morning-after  cure  for 
corporate  hangovers,  maybe  it  is  a 
good  thing. 

But  if  it's  preparation  for  another 
rowdy  night  on  the  town.  ..." 


Company 

1970 
Net  Income 

Before 

Extraordinary 

Items 

(millions) 

Extraor- 
dinary 
Charges 
(millions) 

Net  Income 

1970                  1969 

(millions)          (millions) 

Change 
From 
1969 

1970 

Sales 

(millions) 

Change 
From 
1969 

Inmont 

$  d3.8 

%  14.6 

$  dl8.4 

$    9.5 

PD 

$  305.5 

-7.30/0 

Instrument  Systems 

3.8 

3.2 

0.6 

7.9 

—92.4% 

180.0 

8.0 

International  Paper 

82.5 

39^ 

42.9 

115.6 

—62.9 

1840.8 

3.6 

Jones  &  Laughlin  Steel 

dl5.5 

5.5 

d210 

22.1 

PD 

994.8 

—5.8 

Kennecott  Copper 

185.0 

34.2 

150.9 

165.4 

—8.8 

1133.1 

7.9 

Leasco  Data  Processing 

9.5 

40.3 

d30.8 

43.9 

PD 

531.9 

14.6 

Lehigh  Portland  Cement 

1.4 

83 

d7.5 

0.3 

PD 

109.4 

—12.1 

Ubby,  McNeil  &  Ubby 

d92 

5.1 

d7.7» 

dl5.1 

D-D 

350.7 

1.5 

Microdot 

4.7 

1.1 

3.6 

7.9 

—54.4 

155.0 

—6.5 

Northwest  Industries 

36.9 

264.3 

d227.4 

16.8 

PD 

480.3* 

10.4 

Owens-Illinois 

65.6 

22.0 

53.2* 

69.7 

—23.7 

1402.4 

8.3 

Pet 

18.4 

1.8 

16.6 

16.6 

t 

658.6 

4.0 

Phillips  Petroleum 

117.1 

8.7 

117.3* 

134.3 

—12.7 

2304.5 

34.7 

Pillsbury 

19.0 

2JI 

17.0 

16.2 

4.9 

674.4 

9.5 

Pioneer  Natural  Gas 

7.5 

1.1 

6.4 

6.7 

—4.5 

83.1 

22.4 

Porter  (H.  K.) 

1.8 

3.8 

dl.9 

4.1 

PD 

278.9 

—3.8 

Poflatch  Forests 

2.4 

1.3 

11.0* 

14.5 

—24.1 

319.3 

—6.2 

PPG  Industries 

31.0 

3J 

31.2* 

50.5 

—38.2 

1090.0 

—5.2 

Purex 

7.8 

3.5 

4.3 

15.5 

—72.3 

325.3 

13.7 

Questor 

8.2 

.     2.4 

5.9 

19.7 

—70.1 

264.0 

8.6 

Raytheon 

34.3 

34 

30.9 

35.3 

—12.5 

1258.7 

—2.1 

Reading  Co. 

d3.9 

8.3 

dl2.2 

d3.4 

D-D 

114.2 

5.5 

Recognition  Equipment 

d5.3 

5.6 

dlO.9 

3.7 

PD 

34.7 

—2.8 

Reichhold  Chemicals 

3.2 

1.0 

3.2' 

7.3 

—56.2 

177.9 

—1.8 

Republic  Corp. 

d2.1 

11.6 

dl3.7 

15.9 

PD 

196.9 

12.3 

Jiiegel  Paper 

5.3 

10.2 

d4.9 

7.8 

PD 

191.3 

2.8 

Santa  Fe  Industries 

49.2 

9.0 

40.2 

60.8 

—33.9 

854.3 

5.1 

Jos.  Schlitz  Brewing 

30.2 

1.1 

29.1 

20.9 

39.2 

594.4 

10.6 

Shelter  Resources 

d3.4 

2.5 

d5.9 

8.8 

PD 

75.0 

35.4 

Spartans  Industries 

3.3 

7.0 

d3.7 

24.0 

PD 

837.0 

—1.6 

Sperry  &  Hutchinson 

35.4 

2.7 

32.7 

37.7 

—13.3 

357.7 

— ic 

Technicolor 

dO.9 

9.7 

dlO.6 

*  » 

— 

105.5 

«   « 

Texstar 

0.7 

1.1 

dO.5 

1.3 

PD 

103.8 

28.5 

Trans-Union 

19.3 

1.5 

21.2* 

19.8 

7.1 

195.0 

4.0 

Tyler  Corp. 

3.7 

5.0 

dl.3 

4.6 

PD 

111.7 

17.6 

U.S.  Plywood-Champion 

37.8 

5.3 

32.5 

68.3 

—52.4 

1356.0 

-9.2 

Western  Bancorporation 

73.4 

19.1 

54.2 

6/.0 

—19.1 

761.0 

12.4 

Western  Gear 

0.3 

1.3 

dO.9 

4.8 

PD 

120.2 

—3.4 

Western  Pacific  R.R. 

d7.9    • 

4.6 

dl2.5 

d2.4 

D-D 

73.0 

1.1 

Whittaker 

6.3 

14.7 

d8.4 

30.5 

PD 

792.7 

19.9 

•Includes  extraordinory  credits. 

**Nol  comparable.         tNo 

change.         :^Manufactur 

ing  operations 

only.         d-deficit. 

D-D  Deficit 

to  deficit.         P-D  Profit  to  deficit. 

FORBES,    MARCH    1,    1971 


43 


Westinghouse  growth  n 
Construction  market 


•I* 


"Close  to  a  sixth  of  Westinghouse 
sales  go  to  the  construction  market. 

"We  now  offer  a  broader  variety  of 
products  and  services  for  the  con- 
struction industry  than  any  other 
manufacturer.  (Not  only  our  Con- 
struction Group  supplies  the  market, 
but  16  divisions  of  other  groups  as 
well.)  We  serve  residential,  commer- 
cial, industrial  and  institutional,  low- 
rise  and  high-rise. 

"Our  sales  have  been  growing 
faster  than  the  market  itself.  Part  of 
this  growth  has  come  from  greater 
market  penetration  with  established 
product  lines.  Part  has  come  be- 
cause we  have  broadened  our  role. 
Our  construction  business  used  to 
be  mainly  electrical  and  mechanical 
components;  now,  we  often  sell  com- 
plete systems.  One  is  a  concrete 
structural  panel  system  for  high-rise 
apartment  buildings,  which  offers 
substantial  savings  to  builders.  We 
have  also  entered  new  businesses, 
such  as  water  pollution  control, 
where  we  have  a  major  industry 
position. 

"Looking  ahead,  we  see  the  in- 
crease in  new  families  creating  a 
strong  demand  for  multi-family  hous- 
ing. On  the  commercial-institutional 
side,  we  see  the  growth  in  electric 
consumption  persquare  foot  of  space 
increasing  the  demand  for  many  of 
our  product  lines.  I  expect  our  pat- 
tern of  strong  growth  in  the  construc- 
tion market  to  continue." 


T?{IC:X^ 


R.  E.  Kirby,  President 
Industry  &  Defense  Products 
Westinghouse  Electric  Corporation 
January  29, 1971 


Westinghouse  Construction  Sales 
Outpacing  the  Market 


The  construction  markets  of  the  70's  are  expected  to  continue  the  strong  growth  of  the 
past  few  years.  For  housing,  this  is  supported  by  pent  up  demand,  and  expected  20% 
growth  in  the  number  of  households,  and  a  strong  social  thrust  to  overcome  the  prob- 
lem of  substandard  housing.  The  industrial-commercial  market  is  underwritten  by  the 
expected  growth  of  population  and  the  economy. 


Our  Sales  Potential: 
Up  to  1/5  of  the  Project 

These  are  actual  cases,  current  proj- 
ects: in  one  $40  million  complex- 
office  tower,  apartments,  shopping 
center  and  hotel— the  Westinghouse 
sales  potential  is  $3  million.  In  a  $3.5 
million  apartment  of  20  stories,  our 
sales  potential  is  $616,000.  $8  million 
medical  center— our  potential  $860,- 
000.  Urban  redevelopment  project: 
construction  value  $300  million,  our 
potential  $24  million. 

Our  sales  potential  is  high  be- 
cause of  the  breadth  of  our  product 
line.  The  complete  electrical  distri- 
bution system  of  the  building,  from 
transformers  to  wiring  devices.  Heat- 
ing and  air  conditioning.  Lighting. 
Security.  Partitions.  Elevators  and 
electric  stairways.  And  everything 
for  the  kitchen  but  the  sink. 


Everything  For 
Water  Pollution  Control 

Westinghouse  can  supply  complete 
systems  to  treat  sewage  for  residen- 
tial developments,  industrial  plants 
or  cities;  systems  to  treat  industrial  i 
wastewater;  systems  to  purify  drink- 
ing water  and  industrial  process 
water;  and  systems  to  make  water 
suitable  for  re-use.  Our  current  cus- 
tomer list  covers  a  range  from  major 
cities  to  small  fabricators  to  some  of 
the  largest  manufacturers.  Backlog 
is  over  $100  million. 


Typical  Westinghouse-infilco  water  treat- 
ment equipment. 


Special  Sales  Organizations  Fit 
Special  Customer  Needs 

Construction  is  not  only  the  country's 
biggest  market,  it  is  also  the  most 
diverse.  To  sell  it  effectively,  we 
need— and  have— two  special  sales 
organizations  in  addition  to  regular 
group  and  division  sales  forces. 

Builders  of  very  large  projects 
commonly  need  concentrated  sup- 
plier responsibility,  systems  engi- 
neering assistance,  and  not  too 
many  salesmen  to  deal  with.  For 
them,  our  Major  Projects  and  Urban 
Systems  group  has  men  in  every  ac- 
tive construction  market.  These  men 
give  the  large  project  builder  a 
single  point  of  contact  with  Westing- 
nouse.  Their  job  is  not  to  write 
orders,  but  to  coordinate  the  efforts 
Df  divisions  and  groups,  calling  in 
3pecialist  salesmen  and  engineers 
bs  the  customer  needs  them.  Thus 
mey  can  effectively  develop  large 
broject  sales. 


New  Products 
Keep  Coming 


A  NEW  PLANT  A  YEAR 
AND  THEN  SOME 
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vlaior  Projects  and  Urban  Systems  pro- 
vided systems  engineering  for  $27  million 
otal-electric  Nassif  Building  in  Washing- 
on,  D.C.— one  reason  Westinghouse  sales 
or  this  building  totalled  $6  million. 

At  this  writing,  the  Major  Projects 

Koup   has   active   dockets   on  770 

orojects,  with  a  total   construction 

'alueof  $16.5biflion. 

Subcontractors  and  smaller  build- 

rs  have  a  different  need:  a  wide  va- 

|iety  of  standard  products,  available 

jiearby  when  they  need  them.  For 

hem,  Westinghouse  Electric  Supply 

vO.  maintainswarehouses  and  sales- 

nen  in  175  locations— this  in  addi- 

ion  to  a  national  network  of  strong, 

independent  distributors.  (While  the 

jiulk  of  WESCO  sales  go  to  con- 

truction,  a  large  share  of  their  busi- 

ess  comes  from  industrial  and  util- 

y  customers.) 


In  Coral  Springs,  Florida  (a  Westing- 
house land  development)  a  neigh- 
borhood and  a  model  home  serve  as 
life-size  "laboratories"  to  evaluate 
new  product  concepts. 

The  neighborhood:  on  one  street, 
we  are  testing  a  range  of  new  ideas 
for  lighting,  two-way  communica- 
tions and  underground  electrical  dis- 
tribution. 

One  innovation  being  tested  in  the 
model  home  is  a  radical  "cool  top" 
range.  It  heats  the  pot  but  won't  burn 
your  hand  or  scorch  spilled  food. 
Another  is  an  air  conditioning  con- 
trol system  that  heats  or  cools  (and 
humidifies  or  dehumidifies)  each 
room  according  to  the  load.  If  18 
people  gather  in  one  room,  it  goes 
into  high;  but  an  empty  room  gets 
only  what  it  needs. 

Complete  new  systems  include  the 
unique  lighting-heating-cooling  sys- 
tem that  reduced  the  height  of  the 
new  Westinghouse  building  in  Pitts- 
burgh by  37  feet,  and  cut  operating 
costs.  Another:  packaged  electrical- 
mechanical-environmental  systems 
—needed  by  "industrialized"  builders 
to  reduce  field  installation  costs  and 
delays. 

A  new  modular  electric  stairway 
reduces  overall  construction  costs 
by  shortening  installation  time.  It  is 
mainly  for  high-rise  stairways  appli- 
cations, especially  mass  transit,  fast- 
est growing  segment  of  this  market. 


Westinghouse  Service  Support  Module 
includes  kitchen,  bath,  utility  room,  heat- 
ing, air  conditioning,  lighting,  load  center 
and  closets.  Room  interiors  are  com- 
pletely finished;  this  core  unit  is  lifted  in 
place  by  a  crane. 


Elevator  plant  in  Gettysburg,  Pa.,  238,000 
square  feet,  was  completed  in  1969.  With 
this,  the  division  has  three  plants  in  the 
U.S.,  two  more  in  Europe,  with  still  an- 
other, to  produce  modular  electric  stair- 
ways, under  way  in  France. 


From  1965  to  1970,  Westinghouse 
averaged  a  new  plant  a  year  for  con- 
struction market  products.  This  year 
the  pace  picks  up,  with  two  new 
plants  coming  on  line. 

One  will  produce  modular  units  for 
low-  and  medium-rise  housing,  the 
other  will  produce  concrete  struc- 
tural panel  systems  for  high-rise 
apartments. 

Already  scheduled  for  completion 
in  1972  is  a  plant  for  products  used 
in  water  pollution  control,  and  one 
for  central  residential  air  condition- 
ing—617,000  square  feet  between 
the  two. 


You  can  be  sure...if  it's  Westinghouse 


The  Money  Men 


The  Voice  of  Experience 


Julian  Gumperz,  70,  has  been 
around  the  world's  stock  markets  a 
long  time.  Over  40  years,  in  fact. 
He  isn't  greath'  impressed  by  the 
current  market  rally,  and  he's  quite 
sure  it  isn't  the  start  of  another  ma- 
jor bull  market. 

Gumperz  isn't  one  of  the  names 
that  come  to  mind  when  you  think 
of  the  top  money  managers  of  our 
time.  He  shuns  publicity.  Inter- 
viewed, he  volunteers  little  infor- 
mation; you  have  to  pull  it  out  of 
him.  But  he's  no  piker.  His  BEA 
(for  Basic  Economic  Appraisals) 
Associates  manages  $250  million  in 
pension,  foundation  and  big  indi- 
vidual account  money.  He  has 
learned  to  survive  inflations  and  de- 
flations, wars,  depressions  and 
booms.  For  him,  the  stock  market 
world  didn't  begin  after  1962.  Or 
1950.  Or  even  1932.  He  predict- 
ed the  1929  crash.  Also  the  1969- 
70  one.  And  a  few  others  in  be- 
tween. So  much  for  his  creden- 
tials—for the  present.  Back  to  his 
view  on  the  current  market. 

We'll  let  Gumperz  do  the  talk- 
ing: "The  sharp  stop-and-go,  first- 
easy-money,  then  swiftly  tight- 
money  policy  of  the  Federal  Re- 
serve is  a  steadily  narrowing  circle. 
The  more  it  is  used,  the  shorter  and 
more  violent  the  market  swings  it 
creates."  Thus,  he  thinks,  the  fac- 
tors producing  the  present  bull 
market— easier  money,  a  slowing  of 
inflation— will  reverse  themselves. 
Inflation  will  start  inflating  again, 
the  federal  deficit  will  mount,  hun- 
gry state  and  municipal  govern- 
ments will  put  heavy  pressure  on 
the  bond  markets.  Up  again  will 
go  interest  rates,  and  down  again 
will  go  the  stock  market. 

And  Gumperz  sees  another  prob- 
lem. "Corporations  during  the  next 
four  or  five  years  are  going  to  be 
pushed  out  of  the  money  markets 
and  into  the  equity  markets.  The 
average  U.S.  industrial  corporation 
today  has  over  a  40%  debt-to- 
equity  ratio.  That  ratio  will  prob- 
ably have  to  come  down.  But  even 
if  they  want  to  take  on  more  debt, 
they  are  going  to  be  pushed  aside 
in  a  stampede  for  long-term  bor- 
rowing by  all  levels  of  government 
and  all  types  of  public  utilities. 

"Look  at  it  this  way,"  he  says.  "If 
the  average  industrial  corporation 
gets   its   debt-to-equity   ratio   back 


to  about  one-third,  which  existed 
at  the  start  of  the  Sixties,  there 
will  have  to  be  at  least  $50  billion 
of  equity  financing  by  the  end  of 
1975.  That  is  just  to  convert.  If  you 
add  new  expansion  financing,  you 
have  possibly  $75  billion  in  equity 
financing  in  five  years"— more, 
Gumperz  points  out,  than  in  the 
past  15.  Obviously,  $15  billion  a 
year  in  new  stock  would  be  great 
for  the  underwriters.  It  wouldn't 
help  stock  prices,  though. 

Gumperz'  message  comes  through 
loud  and  clear:  Don't  expect  the 
current  rally  to  last  indefinitely;  the 
conditions  that  are  producing  it 
will  gradually  snuff  it  out. 

You  see,  Julian  Gumperz  isn't 
just  a  stock  market  man.  He  is  also 
an  economist,  and  the  two  callings, 
when  they  are  properly  meshed— 
which  is  rare— make  a  potent  com- 
bination. It's  interesting  to  see  just 
how  and  why  he  was  able  to  pre- 
dict the  1929  disaster. 

In  the  1920s  Gumperz,  a  native 
New  Yorker,  went  to  Germany  to 
study  for  a  Ph.D.  in  economics  at 
Heidelberg  University.  Gumperz' 
doctoral  dissertation  was  an  anal- 
ysis of  the  economic  and  financial 
workings  of  the  agricultural  sys- 
tem of  the  U.S. 

His  conclusion,  submitted  at  the 
end  of  1928,  and  repeated  in  a 
number  of  lectures  at  Gennan  uni- 
versities in  1929,  was  that  the  U.S. 
economic  and  monetary  system  was 
headed  for  collapse.  What  led  him 
to  that  conclusion?  "The  farm 
economy,  which  was  much  more 
important  in  the  Twenties  (nu- 
merous industrial  concerns  selling 
to  them  were  also  affected),  had 
clearly  begun  to  collapse  in  1927- 
28.  It  had  been  heavily  overcom- 
mitted  on  credit."  Gumperz  also 
pointed  out  that  then-recent  spec- 
ulative collapses,  like  the  Florida 
real  estate  debacle,  were  warnings 
that  were  ignored. 

According  to  Gumperz,  the  fun- 
damental problem  was  that  "the 
financial  system  was  rapidly  becom- 
ing divorced  from  the  economic 
system.  They  were  going  in  oppo- 
site directions."  Gumperz  pauses 
to  let  this  sink  in  and  adds:  "By 
the  way,  we  are  increasingly  seeing 
some  of  this  today."  He  is  not,  he 
adds  quickly,  predicting  another 
depression.  But  this  is  hardly  an  at- 


Gumpetz  of  REA  Assoc/ofes 

mosphere  for  a  genuine  bull  market. 

At  any  rate,  after  the  collapse 
did  occur,  colleagues  at  the  pri- 
vately endowed  Frankfurt  Interna- 
tional Institute  of  Social  Research 
"told  me  since  I  was  so  knowl- 
edgeable, why  didn't  I  manage 
some  of  their  investments  for  them 
in  the  U.S.  I  couldn't  say  no,  so  I 
was  given  $12  million  to  $15  mil- 
lion dollars  to  manage.  Quite  a  sum 
for  a  young,  inexperienced  man. 

"I  didn't  buy  stocks  on  a  big 
scale  in  the  1930s,"  he  says,  "until 
the  beginning  of  1934.  Up  to  that 
time  it  was  much  more  profitable 
for  me  to  speculate  in  currency  and 
gold  since  we  were  a  foreign  insti- 
tution. Mr.  Roosevelt  gave  you  the 
best  speculation  possible  in  U.S. 
currency,  so  why  buy  stocks?  When 
the  President  of  the  U.S.  guarantees 
you  every  month  that  the  dollar 
will  decline  in  terms  of  gold,  you 
can't  lose.  So  I  maintained,  from 
our  Paris  office,  a  short  position  in 
teiTOs  of  the  dollar  against  gold,  on 
2%  or  3%  margin." 

The  profits  after  the  1933  de- 
valuation of  the  dollar  helped  Gum- 
perz to  bring  the  Institute  over  to 
the  U.S.  He  set  it  up  at  Columbia 
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For  a  lot  of  jobs,  no.  Optical  Character  Rec- 
ognition (OCR)  offers  an  alternative. 

Computers  work  at  speeds  of  millionths  of 
a  second.  But  key  punch  cards  take  minutes 
to  prepare. 

This  costly  slowdown  may  be  eliminated  by 
OCR,  permitting  the  computer  to  read  directly 
from  the  typewritten  page. 

Provided  you  have  the  right  kind  of  paper. 


Union  Camp  makes  this  special  paper.  It's 
among  the  reasons  that  the  information  in- 
dustry is  one  of  our  fastest  growing  markets. 

There  are  other  good  reasons,  too.  We  make 
the  business  forms  paper.  Printing  papers. 
Envelope  stock. 

In  communications,  it's  what  you  know 
(and  make)  that  counts. 

Union  Camp  Corporation,Wayne,  N.  J.07470 


Union  Cam' 
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Are  these  holes 
really  necessary? 
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The  1971  Olds  Ninety-Eight  is 
more  comfortaV»!e  than  ever. 

Every  signilicarit  interior  dimension 
has  been  generously  increased.  The 
seats  are  uncommonly  comfortable. 
Ninety-Eight's  new  front-seat  design 
is  simple  and  sag-proof:  full  foam, 
molded  to  the  precise  siiapes  and 
depths  desired.  The  v.nrnfort  easily 
rivals  tluil  of  your  own  favorite 
armchair.  In  sedan  models,  the  front 
seat  also  includos  a  center  armrest. 


The  ride  is  superb.  Olds 
engineers  have  developed  a  great  new 
ride  system  for  the  Ninety-Eight. 
Chassis,  suspension,  steering,  sound 
insulation,  and  shock  absorbers  have 
all  been  designed  for  the  ultimate  in 
smoothness  and  handling.  You  enjoy 
the  same  kind  of  quiet  on  the  road 
that  you  enjoy  in  your  own  library. 

Convenience  is  all  around  you. 
Every  new  Ninety-Eight  comes  with 
an  impressive  array  of  power  assists 
that  wait  on  you  hand  and  foot. 
Power  steering,  power  front  disc 
brakes  (power  windows  and  power 


seats  in  Luxury  Sedan  and  Luxury 
Coupe),  as  well  as  Turbo  Hydra- 
matic  transmission  are  all  standard. 
This  year,  when  you  head  for  the 
open  road,  take  the  comforts  of  home 
with  you— in  a  spacious,  luxurious 
Oldsmobile  Ninety-Eight. 

Oldsmobile 


The  Money  Men 


University,  with  which  the  Institute 
became  affiliated. 

After  the  devaluation,  Gumperz 
changed  his  strategy  and  began  in- 
vesting in  stocks  and  bonds,  par- 
ticularly public  utility  holding  com- 
panies. "All  you  had  to  do  was 
make  an  analysis  of  which  securi- 
ties were  above  water,  which 
wasn't  terribly  difficult."  He  did  the 
same    thing    with    railroad    issues. 

We  asked  Gumperz  what  les- 
sons he  learned  from  that  hairy 
period.  "It  chiefly  taught  me  that 
you  had  to  measure  the  relative 
risks  involved,  relative  to  the  gain 
possibilities  in  a  portfolio  situation. 
Whenever  that  relationship  be- 
comes out  of  kilter,  that  is  a  signal 
to  stop,  look  and  listen."  Are  you 
listening,  you  go-go  boys,  who  arc 
starting   to    feel    your    oats    again? 

In  1940  Gumperz  became  a  reg- 
istered investment  adviser— one  of 
the  first.  On  the  strength  of  his  rec- 
ord, he  picked  up  individual  and 
institutional  clients.  All  through  the 
1950s  Gumperz  recommended  to 
bank  trusts  and  corporate  pensions 
that  they  invest  heavily  in  com- 
mon stocks.  Over  most  of  that  dec- 
ade, says  Gumperz,  for  giving 
such  advice  "you  were  met  with 
icy  stares  as  if  you  had  sinned 
against  the  Holy  Ghost."  Hut,  he 
argued,  in  putting  money  into  com- 
mon stocks  throughout  most  of  the 
1950s  you  were  getting  a  return  of 
,  close  to  6X  while  bonds  were  yield- 
ing 3.5%  to  4%.  The  actuarial  re- 
(juirements  of  most  pension  funds 
during  the  1950s  were  about  3)4%. 
So,  says  Gumperz,  "It  was  abun- 
dantly clear  that  they  would  bo  far 
better  off  with  most  of  their  invest- 
ments in  stocks  with  little  risk. 
Again,  the  principle  of  relative  in- 
vestment potential  and  degree  of 
risk  was  at  work." 

As  we  all  know,  most  banks  and 
pension  funds  didn't  get  aggres- 
sively info  stocks  until  the  1960s. 
liy  then  the  investment  equation 
had  shifted  dramatically.  Stocks 
were  yielding  3X  and  bonds  6%. 
Says  Gumperz,  "Even  if  you  added 
in  capital  gains  potential,  which 
has  an  uncertainty  factor,  it  had 
become  obvious  by  1966-67  that 
the  ri.sks  versus  the  gain  potential 
weren't  worth  it  for  stocks.  So  1 
recommended  only  35%  stocks  and 
65%  bonds." 

That  looked  fooli.sh  when  stocks 
went  wild  in  1967  and  1968.  Gum- 
perz admits  his  timing  was  wrong. 


"I  couldn't  believe, "  he  says,  "that 
the  Federal  Reserve  would  make 
such  an  abrupt  turnabout  and 
would  flood  money  into  the  econ- 
omy in  1967  and  1968.  But  the 
country  and  the  stock  market  sub- 
sequently paid  a  costly  price  in  in- 
flation and  the  subsequent  stock 
market  collapse  beginning  in  1969." 
Gumperz  had  put  individual  clients 
into  municipals,  preferably  .short- 
term.  Even  though  bond  prices 
dropped,  his  clients  emerged  wath 
most  of  their  capital  intact.  After 
the  1969-70  collapse,  Gumperz 
urged  his  clients  to  purchase  de- 
pressed blue-chip  stocks  like  Gen- 
eral Motors,  International  Business 
Machines  and  General  Electric. 

Needless  to  say,  this  kind  of  in- 
vestment policy  doesn't  make  you 
rich  fast.  You  miss  the  speculative 
cream  on  the  top  of  the  market. 
You  have  to  spend  long  periods 
with  unexciting  bonds.  But  you 
don't  get  poor  fast,  either.  Julian 
Gumperz  lives  in  a  world  where 
preservation  of  capital  is  at  least 
as  important  as  the  growth  of  cap- 
ital. l"or  the  investor  who  turns  and 
nms  away  lives  to  invest  another 
day. 

Gumperz,  frankly,  is  worried 
now  about  the  effects  of  inflation 
on  the  social  fabric.  "I  was  in  Ger- 
many," says  Gumperz,  "during  the 
1920s  and  I  saw  what  inflation, 
when  it  gets  out  of  control,  can  do 
to  a  social  order.  1  don't  say  we 
have  gotten  to  that  point  here,  but 
the  potential  is  there." 

But  it  has  left  Gumperz  without 
the  certainty  he  had  in  1928  or 
1934  or  1950  or  1968  about  what 
is  going  to  happen.  "I  find  it  ex- 
ceedingly difficult  U)  sort  otit  my 
thoughts  and  come  to  a  set  of  con- 
clusions. There  are  so  many  com- 
plex variables.  In  the  last  year  or 
so  I  have  been  tempted  to  come  to 
the  conclusion  that  we  were  head- 
ed for  major  trouble,  but  1  have 
pulled  back." 

He  admits  his  age  may  have 
something  to  do  with  his  caution. 
"Having  been  through  it  all  and 
having  accjuired  a  stake,  one  de- 
velops some  humility  and  caution. 
Perhaps  I  have  acquired  too  much 
material  baggage.  Perhaps  it  re- 
quires a  young  man  eagerly  start- 
ing out.  .  .  ." 

Perhaps  so,  but  the  wise  inves- 
tor anxious  to  preserve,  as  well  as 
increase,  his  capital  doesn't  ignore 
the  voice  of  experience,  either.   ■ 


Here  is  a  lifetime  business  opportunity 
with  exciting  PROFIT  POTENTIAL. 

The  "knowledge  industry"  today 
ai counts  tot  about  30%  ol  the  G.N.P.  We 
are  a  pioneer  and  leader  m  this  industry. 
Our  international,  publicly  held  company 
serves  individuals,  companies  of  all  sizes, 
industry,  and  municipal  governments  with 
programs  and  courses  on  leadership  and 
management  development,  personal  moti- 
v3i  ion,  sales  training,  and  individual  and 
lamily  achievement. 

We  provide  complete  training  and  an 
HKciting  incentive  and  awards  program. 
Sales,  management,  engineering,  and 
tiiisiness  leadership  backgrounds  desired. 

fur  intormation, write: 

Success  Motivation  Institute,  Inc. 


Paul  J.  Meyer,  President 

D«pt.  FBS  3^1 
5000  Lakewood  Drive 
Waco.  Texas  76710 
Phone:817  752-9711 


TOTAL  RESPONSIBILITY  A 

•  Environmenlal  &  Ecological  Planning 

•  Engineering  &  Economic  Feasibility  Studies 

•  Architect-Engineering  Design  &  Supervision 
Systems  Engineering  &  Operations  Research 

•  Construction  Management 

•  Facility  Engineering 

•  Plant  Operation  &  Maintenance 


Education  &  Training 


PAE 

PAE  rNTERNATIONAL 

A  SUBSIDIARY  OF 

PACIFIC  ARCHITECTS  AND 
ENGINEERS  INCORPORATED 

3540  Wilshire  Blvd.,  Los  Angeles, 
California  90010/(213)  381-5731/Dept.H 
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Brainstorms 

The  Ncw.sletler  of  LOW-COST  Pro- 
motion I    Winning  ideas  in  Adver- 
tising,    1*R,     Mailings,    Displays, 
Collections.    Stimulate  your  sales  I 
Electrify     your     thinking!      Twice 
monthly;    J39/year.     (Satisfaction 
unconditionally    guaranteed.)     For 
ielaiU    0/    FREK    TltlAL,    wrile 
IDEA    TREASURY 
Box   236,   Dept.   FB 
Hastings/ Hudson,  NY   1O706 


EL  DENVER®  are  quite  the  Fashion 

Hand  Woven  Ties  _  .quite! 


Coast-fo- 

Coast  In  many" 

of  ttie  Finest  Stores!  ^— ^^^^^^i^^- 

LOS  WIGWAM  WEAVERS  ^^^^^^   ^^ 

1073  Santa  Fe  Drive  •  Denver,  Colorado  80204 
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Teacher's  Pet 
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While  the  rails  languish,  airlines  suffer  and  truckers  hurt,  the  barge 
lines  are  doing  great.  Good  management?  Mostly  good  politics. 


It's  an  old  principle  in  the  U.S., 
and  probably  a  sound  one,  to  sub- 
:  new  forms  of  transportation  as 
struggle  to  their  feet.  The  rail- 
were  given  land;  the  airlines, 
pay,  plus  direct  cash  subsidies 
rport.?" -aiwi.  ^.i^vays   operations; 

ckers,  the  use  oF  !he"  highwa5is. 

they  outgrew  their  infancy,  most 
portation  gradually  ad- 
paying  at  least  part  of  their 
n  way.  User  charges  have  been 
ded  to  airline  tickets  to  help  pay 
for  airports  and  airway  safety  im- 
provements; the  truckers,  though  still 
on  the  receiving  end  of  the  tax  dollar, 
do  pay  added  fuel  taxes  that  are 
owed  into  the  interstate  highway 
stem;  the  last  time  the  railroads  got 
and  grant  was  in  the  19th  century. 
But  unlike  other  key  parts  of  the 
U.S.  transportation  system,  the  barge 
companies  have  never  had  to  cough 
up  any  tolls  or  taxes  aimed  at  defray- 
the  billion-dollar  federal  invest- 
the  inland  waterways  system, 
re  tab— including  new  invest- 
ment\«J)eAaps  $150  million  to  $200 
millioi\vr  yea?<yid  the  estimated  $50- 
millionUannu 

19,000-r^e  i\if^^rk  ot^iver9,''canal^ 
ed     seacoast— (see\ 
taxpayers. 

/e   made   sense 
the  barge  com- 


locks     a 
viap)  is 
That 
decades  a 

panies  ha\>i^VcomeYQl^^2e.  Revenues 
have  growTi^:^iX^onV«YS6D0  million. 
The  bigger  carnWa,  wlJi?Mvenues  up 
to  $45  million,  j'J^e  £w(\r^^  homes 
as  subsidiaries 
Ohio  River  Co. 
Fuel;  The  Valley  Lin^ 
alloy  American;  Amer^ 
cial  Barge  Line  of  Texas  Gas  Trails 
mission;    and   Union   Barge   Line   6[ 


Dravo.  Barge  transportation  is  hardly 
a  struggling  young  industry. 

In  the  last  ten  years,  while  rail- 
road revenues  have  risen  only  16%, 
barge  revenues  increased  50%. 

Last  year,  with  the  economy  slump- 
ing, barge  revenues  still  rose  an^ 
_ma_te_d_6%._MQ<;L  bai«ge  men  see 
timistic  that  the  induslry-wfl^^Ssir 
ue  to  grow  at  this  pace^ 
Fiore,  president  of  East 
Fuel's  Ohio  River  Co.  subsidiary,  pr/^f 
diets  that  traffic  on  thajgranddac 
Mississippi  River  systenv^which  ^ir 
eludes  the  Ohio,  Tennesseqk  Illinois 
Missouri  and  Arkansas  rivers Vwill  inj 
crease  some  50%  lo  60%  by  theVnd  or 
the  decade.  "ThK  is  a  consm^vat 
figure,"  says  FioreV'We  see  a/ bi»  fu- 
ture in  the  inland  waterways  sVs^m. 

The  basic  reason  mrttttgrm 
the  extremely  low  cost  of  barge  tra^s-^ 
portation.  Barge  men  claim  that 
shipper's  dollar  will  move  a  ton  ti 
freight  an  average  \f  15.4  miles  iby 
truck  and  66.6  miles  by  rail,T»wt  33r3.3 
miles  by  barge.  For  bulk  goods/wiere 
speed  is  not  important,  th^  saltings 
to  shippers  can  be  substantial.  Duly 
pipelines  can  transport  a^yvjfhere 
nearly  as  cheaply. 

Prices  have  stayed  low  btcS 
bar^j^  operators  have  IwwPfltei&^bs 
\»^,  in  contrast  to  tho^jj'^roads,^ 
main  con^etitors.,JR^/e  have  been  no" 
serious  labec  proqn«ms.  The  wage  in- 
creases that\^avelnccurred  have  had 
little  impact  dfr^Vpfits  because  the 
industry  is  so  cagijM-intensive— on  the 
order  of  $80,0007OT^capital  investment 
per  employee  comJ)ared  with  $50,000 
for  the  railroada^  What's  more,  the 
technology  has  aOkVanced  to  the  point 
where  tugboats  ^an  now  push  as 
many  as  50  barges"  covering  some  7% 


acres  of  river  and  carrying  the  equiv- 
alent of  500  carloads  of  coal. 

Finally,  the  barge  lines  have  an- 
other break.  They  don't  have  to  pay 
taxes  on  their  right-of-way.  Last  year^ 
the  railroads  paid  $170  million 
right-of-way  taxes  to  revenue  hij 
state  and  local  governments.  Tl;^,)^o- 
tal  profit  after  taxes  was  onJ^/XDOut 
$300  million. 
,  But  probably  the  biggest  /^en  for 
the  low  costs  of  the  bara^ihdu$try 
is  that  its  locks,  dams  ana  *hann5k^ 
are  all  built,  maintainepKand  Japerat^ 
^y  the  U.S^Army  CoypsW  JEngine* 

irge   to /fhe Y  shippefc^sr 
as  Jn  the  yoverirowat 
Jovte^JThfe  >^raid,jMhtsiof 
majfifeiked  m^^flw^^t  t^e 
useTramJ^^Affcharge. 

rhgj^^teflds,  of  couTseC^^4  al- 
ways^Sterly  objected  ti  tms.  Most 
inland  watewuays  proje/lKJaje  "engi- 
neering and  politic^llpohHdoggles," 
said  John  w.  Barrigei^^mcBJar  head  of 
th^^Ksfl^Oju-Kansas-T^i^Vif  d  who  is 
lief  executive  dPmauBoston  & 
laiim,  in  a  recent  inteift^fewllin  Mod- 
^hynailroads.  Barrigei*c^^ihe  Aik- 
ansasyftiver  project,  ^sjhifijp^as  dedi- 
cat<a  last  month  an^^jnks  Tulsa, 
ta.  to  the  wat^^wKus  system,  "the 
eatest  monstbpsjiK^^nce  the  Tower 
foi  Babel." 

Jut/there  havST^I^een  plenty  of  oth- 
ers, pl^^sJamably  <3H*re  objective,  who 
ircue^that  flVaXbarge  companies 
usW  >m1  or  tax.  Seven 
puccessive  LDM  J'resic^ts,  from  Her- 
bert Hoover  "uirough  Haflhard  M.  Nix- 
on, have  proB™^(dxfnVu  barge  lines 
pay  some  sort  OTlMUorjjlx.  Most  uni- 
versity economists\\8»^ave  studied 
the  question  favor  user  charges.  Says 
James  C.  Nelson,  professor  of  eco- 
nomics at  Washington  State  Univer- 
sity, "There  is  no  question  in  my  mind 
that  the  barge  companies  should  pay 
some  kind  of  toll." 

But  the  barge  operators  have  some 
powerful  allies  in  Congress,  such  as 
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One's  Free.  One  Isn't.  When  a  motor- 
ist crosses  a  bridge  he  pays  a  toll  (right). 
When  he  drives  along  a  highway,  he 
pays  a  fuel  tax.  The  idea  is  that  the  user, 
not  the  taxpayer,  should  pay  the  costs. 
But  the  barge  owners  who  use  this  mil- 
lion-dollar lock  (left)  on  fhe  Ohio  River 
pay  no  tolls  or  taxes,  despite  repeated 
Presidential  proposals.  One  reason:  The 
powerful  House  Ways  &  Means  Commit- 
tee, chaired  by  Democratic  Congressman 
Wilbur  Mills,  has  not  held  hearings  on 
any  recent  user  charge  plans.  Mills  is, 
of  course,  from  Arkansas,  which  shares 
with  Oklahoma  the  main  benefits  of  the 
Arkansas  River  project,  one  of  the  big- 
gest in   the   Corps  of  Engineers'  history. 
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Wilbur  D.  Mills  (Dem.,  Ark.)  and 
Hale  Boggs  (Dem.,  La.).  Regional 
uiterests,  mainly  midwestem  and 
southern,  climb  all  over  each  other  as 
they  enthusiastically  recommend  more 
waterways.  The  always  ambitious  and 
powerful  Army  Corps  of  Engineers, 
which  spends  $1  billion  a  year  on  all 
public  works,  seems  eager  to  under- 
take more  waterways  projects  as  long 
as  they  meet  its  so-called  "benefit- 
to-cost"  criteria. 

It's  not  hard  to  understand  why  the 
barge  operators  oppose  user  charges 
»nd  taxes.  After  all,  they  have  a  very 
good  deal  going  for  them.  They  argue 
that  everyone  else  is  subsidized,  that 
any  user  charges  would  simply  be 
passed  on  to  consumers  in  the  end, 
.iiid  that  small  initial  user  charges 
would  inevitably  lead  to  bigger  and 
bigger  ones  that  could  eventually  ruin 
their  industry. 

Time  To  Change? 

On  the  other  hand,  it  seems  likely 
that  some  form  of  user  charge  or  tax 
will  eventually  be  levied.  The  De- 
partment of  Transportation  is  study- 
ing it.  There  seems  to  be  a  growing 
feeling  in  Congress  now  that  no  single 
form  of  transportation  should  be  treat- 
ed in  a  vacuum. 

The  inland  waterways  system  is  al- 
ready long  enough  to  give  the  barge 
companies  plenty  of  business.  What 
might  be  more  prohtable  would  be 
improvements  to  the  existing  system- 
things  like  reducing  the  number  of 
locks  or  building  double  locks  to  cut 
down  congestion,  speed  up  traffic  and 
increase  barge  line  profits.  Further 
dredging  of  the  Mississippi  would  per- 
mit 12-foof  draft  barges  to  navigate 
the  river  (a  nine-foot  draft  is  the 
present  maximum)  and  thereby  in- 
crease barge  capacity  by  about  40%. 
Right  now,  however,  the  barge  lines' 
dependence  on  riding  the  coattails  of 
the  Corps  of  Engineers  commits  them 
to  supporting  projects  of  a  more  (jues- 
tionable  nature,  such  as  a  costly  plan 
to  connect  Dallas  and  Fort  Worth 
•with  the  Gulf  of  Mexico. 

And  what  about  the  effect  on  man- 
agement vigor  and  initiative  of  con- 
tinued dependence  on  a  free  ride? 
Decades  of  subsidies  gradually  eroded 
the  initiative  and  imaginativeness  of 
the  maritime  industry  to  the  point 
where  it  became  one  of  the  most 
poorly  managed  businesses  in  the  U.S. 
It  could  just  as  easily  happen  to  the 
barge  industry.  It  is  trite  but  true  that 
American  business  has  grown  so  strong 
because  it  is  built  on  investor  money, 
not  tax  dollars. 

And  what  about  the  effect  on  com- 
peting firms  of  transportation,  which 
are  weakened  by  having  to  compete 
wiA  this  highly  subsidized  setup?  ■ 


A  Lot  of  Businessmen 
Have  Been  Tahing 


Our  AdpiceJ 

h-.; 


"Grow  West" 
to  Oakland/  Alameda  County, 


Why  don't  you?  Mail  the  coupon  below  and  get  our  "Grow 
West"  kit.  It  shows  you  what  Oakland/Alameda  County  has 
to  offer:  labor  supply,  utilities,  education,  transportation, 
effective  waste  disposal  facilities,  living  style  in  a  "near 
perfect"  climate,  as  well  as  complete  descriptions  of  some 
currently  available  industrial  plant  sites  in  Alameda  County. 

Write  today  and  lake  the  free  desk  top  tour  of  Northern 
California's  number  one  county  (first  in  transportation,  popu- 
lation, and  retail  sales). 

*  As  a  result,  Oakland /Alameda  County,  experienced  more 
than  $103  million  in  industrial  growth  last  year. 


\- 


Oakland  I  Alameda  Co 


Clip  this  coupon  to  your  letterhead  and  send  to: 

New  Industries  Committee,  Suite  203 

1320  Webster  Street 

Oakland,  CA  94612  (Phone  (415)  4^1-7800) 


ALAMEDA  •  ALBANY  •  BERKELEY  •  EMERYVILLE 
FREMONT  •  HAYWARD  •  LIVERMORE  -  NEWARK 
OAKLAND  •  PIEDMONT  •  PLEASANTON  •  SAN  LEANDRO 
UNION  CITY  •  RURAL  ALAMEDA  COUNTY 
Unincorporated  Areas:  CASTRO  VALLEY  •  DUBLIN  •  SAN  LORENZO 


Name- 


-Title_ 


Company. 

Address 

City 


state- 


_Zip_ 
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FORBES  RATED  ONLY  6  OF  THESE  300 

NEW  YORK  CITY  RESTAURANTS  AS 

EXTRAORDINARILY  GOOD.  AND  13  AS 

EXTRAORDINARILY  BAD. 

For  $25,000  and  2,000  hours  of  eating 
time,  you  can  form  your  opinion— 

Or  for  $24  you  can  try  ours. 


ACT  I 

ADAM'S  RIB 

A  LAFOURCHETTE 

AL  COOPER'S 

ALGONQUIN  HOTEL 

Lounge 

Oak  Room 

Rose  Room 
ALPINE  CELLAR 
ANTLER'S 
ARIRANG  HOUSE 
ARTIST  AND  WRITERS 
ASSEMBLY  STEAK  HOUSE 
ASTI'S 

AU  CANARI  D'OR 
AUTOPUB 

BACCARA 
BARB ETTA 
BARCLAY  HOTEL 

King's  Inn 
BAROQUE 
BEATRICE  INN 
BEGGI'S 

BENIHANA  OF  TOKYO 
BILL  CHAN'S  GOLD  COIN 
BLUE  SEA 
BOATHOUSE 
BO  BO 
BRASSERIE 
BROADWAY  JOE'S 
BRUSSELS 
BUTLER  HALL  PENTHOUSE 


CAD'ORO 
CAFEARGENTEUIL 
CAFE  BRITTANY 
CAFECHAUVERON 
CAFE  DE  FRANCE 
CAFE  EUROPA 
CAFEFUNDADOR 
CAFE  ST.  DENIS 
CAMELOT 
CAPTAIN'S  TABLE 
CARACALLA 
CASA  Dl  PRE 
CASTA  LI  A 
CASTILIAN 
CATTLEMAN  EAST 
CAVANAGH'S 
CEYLON  INDIA  INN 
CHALET  SUISSE 
CHARLES  A  LA  POMME 

SOUFFLEE 
CHARLES  FRENCH 

dinner 

brunch 
CHARLEY  OS 

dinner 

brunch 
CHARLIE  BROWN  S 
CHATEAU  HENRI  IV 
CHESHIRE  CHEESE 
CHEZ  RAYMOND 
CHEZ  RENEE 
CHEZ VOUS 
CHEZ  YVONNE 

L'ESCARGOT 
CHOW  LU 
CHRIST  CELLA 
CHRISTOS 
CLOS  NORMAND 


COACH  HOUSE 
COACHMAN 
COLONY 
COPENHAGEN 
COPTER  CLUB 

DALY'S  DANDELION 

DARDANELLES 

DAWSON'S  ENGLISH  PUB 

DERBY 

DINTY  MOORE'S 

DIONYSOS 

DORSET  HOTEL 

brunch 
DOUBLE  DOLPHIN 
DOWNING  SQUARE 
DRUM'S  BLACK  BASS 
DU  MIDI 


EBERLIN'S 
EL  FARO 
ELPARADOR 
EMIL'S 

FERDI'S 
FIN  'N  CLAW 
FONDA  LA  PALOMA 
FONTANA  Dl  TREVI 
FORUM  OF  THE  12 

CAESARS 
FOUNTAIN  CAFE 
FOUR  SEASONS 
FRANKIE&  JOHNNIE 
FRAUNCES  TAVERN 
FRENCH  SHACK 

GAETANO'S 

GAGE  AND  TOLLNER 

GALLAGHER'S 

GATSBY'S 

GAUGUIN  ROOM 

GENE'S 

GEORGES  REY 

GIAMBELLI 

GIAMBELLI  50TH 

GINGER  MAN 

GINO'S 

GIORDANO 

GLOUCESTER  HOUSE 

GRAND  CENTRAL 

OYSTER  BAR 
GROTTAAZZURRA 
GROUND  FLOOR 

HOTEL CARLYLE 
Regency  Room 

IL  BAMBINO 

INN  OF  THE  CLOCK 

IPERBOLE 

IRORI 

ITALIANISSIMO 

ITALIAN  PAVILION 

JACK  DEMPSEYS 

JAGER  HOUSE 

JAI-ALAI 

JENEDIS 

JIM  DOWNEY'S 


JIMMY'S 

GREEK-AMERICAN 
JOAN  MARSH'S  PIPELINE 
JOES  PIER  52 
JOHN  BARLEYCORN 


KABUKI 

KASHMIR 

KEEN'S  CHOP  HOUSE 

KENNY'S  STEAK  PUB 

KING  OF  THE  SEA 


LA  BIBLIOTHEQUE 
LA  BUENAMESA 
LA  CABANA 
LA  CARAVELLE 
LA  COTE  BASQUE 

lunch 

dinner 
LA  CROISETTE 
LAFAYETTE 
LA  FONDA  DEL  SOL 
LAGRENOUILLE 
LAGROCERIA 
L'AIGLON 
LAMAGANETTE 
LA  PAELLA 
LA  PETITE  MARMITE 
LA  POPOTTE 
LA  POTINIEREDUSOIR 
LAPOULARDE 
L'ARMORIQUE 
LARRE'S 
LA  SEINE 

LA  TOQUE  BLANCHE 
LAURENT 
LE  BIARRITZ 
LEBOEUFA  LA  MODE 
LECHAMBERTIN 
LE  CHAMPIGNON 
LECHANTECLAIR 
LE  CHEVAL  BLANC 
LECYGNE 
LE  MADRIGAL 
LEMANOIR 
LE  MARMITON 
LE  MOAL 
LEOPARD 
LEPAVILLON 
LE  PERIGORD 
LE  PERIGORD  PARK 
LE  PONTNEUF 
LEPOULAILLER 
LE  PROVENCAL 
L'ESCARGOT 
LE  STEAK 
L'ETOILE 
LE  VEAU  D'OR 
LES  PYRENEES 
LIBRARY 
LOBSTER 
LOTUS  EATERS 
LOUIE'S  SHORE 

RESTAURANT 
LOUISE  JR. 
LUCHOWS 
LUTECE 


MME  ROMAINE  DE  LYON 
MAD  HATTER  brunch 
MAMA  LAURA 


MAMMA  LEONE'S 

MANDARIN  HOUSE  EAST 

MANERO'S 

MANNY  WOLF'S 

MARCHI'S 

MARIO'S  VILLA  D'ESTE 

MARTtLL'S 

MAUD  "CHEZ  ELLE" 

MAX'S  KANSAS  CITY 

MAXWELL'S  PLUM 

MERCURIO 

MIKEMANUCHE 

MILLER'S 

Ml  NETTA TAVERN 

MR.  &  MRS.  FOSTER'S 

PLACE 
MIYAKO 
MONK'S  INN 
MON  PARIS 
MYKONOS 

NAT  SIMON'S  PENGUIN 
NEMO'S  DOMAIN 
NICOLA  PAONE 
NIPPON 

O.  HENRY'S 

OLD  FORGE 

OLD  GARDEN 

OLD  HOMESTEAD 

ORANGERIE 

ORSINI'S 

OSCAR'S  DELMONICO 

OSCAR'S  SALT  OF  THE 

SEA 
OVIEDO 

P.J.  O'HARA'S 

PAK-INDIA  CURRY  HOUSE 

PALM 

PANCHO  VILLA'S 

PASSY 

PATRICIA  MURPHY'S 

PEARL'S 

PEKING  HOUSE 

PEN  &  PENCIL 

PER  BACCO 

PETER'S  BACKYARD 

lunch 

dinner 
PETER  LUGER 
PHILIPPINE  GARDEN 
PICCOLO  MONDO 
PIERRE'S 
PIETRO'S 
PIG  N'  WHISTLE 
PIRAEUS,  MY  LOVE 
PLAZA  HOTEL 

Edwardian  Room 

Oak  Room 

Oyster  Bar 

Palm  Court  brunch 
PRESS  BOX 
PROMENADE  CAFE 
PROOF  OF  THE  PUDDING 

QUO  VADIS 

RAINBOW  ROOM 
brunch 
dinner 


RED  BARON 
ROCCO 

ROMEO  SALTA 
RUC 

RUGANTINO 
RUNNING  FOOTMAN 
RUSSIAN  BEAR 
RUSSIAN  TEA  ROOM 


SAITO 

SAM'S 

SAN  MARCO 

SAN  MARINO 

SARDI'S 

SAYAT  NOVA 

SEA-FARE  OF  THE 

AEGEAN 
SHUN  LEE  DYNASTY 
SIGN  OF  THE  DOVE 
SIRO'S 

SPANISH  PAVILLON 
SPATS 

STAGE  DELICATESSEN 
STEAK  &  BREW 
STEAK  CASINO 
STEAK  JOINT 
STOCKHOLM 
SWEETS 
SWISS  CENTER 

RESTAURANTS 


TALISMAN 

TAVERN  ON  THE  GREEN 

TEDDY'S 

TOLEDO 

TOOTS  SHOR'S 

TOP  OF  THE  SIXES 

TOPKAPI  PALACE 

TOWER  SUITE 

brunch 

dinner 
TRADER  VIC'S 
TRATTORIA 
"21"  CLUB 


UNICORN 


VASATA 

VESUVIO 

VIA  MARGUTTA 

VIA  VENETO 

VINCENT  PETROSINO 

VOISIN 


WALDORF  ASTORIA  HOTEL 

Bull  &  Bear  Bar 

Bull  &  Bear  Restaurant 
WALLY'S 

WEST  BOONDOCK 
WHYTE'S  OF  FULTON  ST. 
WHYTE'S  OF  57TH  STREET 
WIENERWALD 
WINE  &  APPLES 
WINE  CELLAR 


XOCHITL 


YE  OLDE  CHOP  HOUSE 


OUR  WEEKLY  RESTAURANT  GUIDE  IS  FOR 

PEOPLE  WHO  WANT  VALUE  FOR  THEIR 

MONEY,  TIME,  AND  APPETITE.  THIS  $9.95 

COLLECTION  OF  300  OF  THE  MOST 

CANDID  AND  FEARLESS  REVIEWS 

EVER  WRITTEN  IS  YOURS  FREE- 

IF  YOU  SUBSCRIBE  NOW. 


Even  if  you  had  unlimited  time  and 
money,  and  could  enjoy  the  company 
of  nothing  but  gourmets  as  your 
dining  companions,  in  the  next  12 
months  it  would  cost  you 

•  MORE  THAN  $25,000 

•  OVER  2,000  HOURS  OF 
STEADY  EATING 

.  HUNDREDS  OF  HOURS  OF 
COMPARING  IMPRESSIONS 
WITH  THE  GOURMETS 
to  evaluate  just  these  300  restau- 
rants out  of  New  York  City's  more 
than   18,000.  But  relax.  The  food- 
loving  editors  of  Forbes  Magazine's 
I  Restaurant  Guide  have  already  taken 
i  on  this  Herculean  epicurean  task  for 
!  you,  and  they've  judged  the  300  res- 
taurants as  follows: 

6  restaurants  rate  ifkiicif 
26  restaurants  rate  iririf 
64  restaurants  rate  if  if 
115  restaurants  rate  if 
76  restaurants  Fate  0 
13  restaurants  rate  —if 
Our  editors  enjoyed,  to  varying  de- 
grees, two  thirds  of  the  time  they 
spent  dining  in   these  300   restau- 
rants. Sadly,  the  other  third  of  the 
time  proved  to  be  a  desert  rather 
than  a  dessert.  Much  of  this  wasted 
time  was  logged  in  pseudo-elegant 
eateries  where  only  the  prices  were 
first-class. 

Know  what  you're  eating  from 

here  on  out— for  less  than  the  cost 

of  one  bad  meal  for  two 

Why  should  you  have  to  meet  the 
lordeals  our  courageous  editors  met? 
Your  stomach,  even  if  made  of  cast 
.iron,  is  too  valuable  to  be  used  as  a 
itesting  ground.  For  less  than  the 
imoney  you'd  spend  on  just  one  bad 
meal  for  two,  your  subscription  to 
jur  Restaurant  Guide  will  keep  you 
■ontinuously  informed  on  where  to 
^pend  your  dining-out  dollars  to 
.naximum  advantage. 
iDur  Forbes  editors  are  demanding 
|:ustomers  who  have  sampled  the 
ivares  of  the  world's  most  respected 
lables.  They  visit  the  city's  restau- 
rants incognito,  and  no  review  is 
I'ver  written  until  at  least  three 
Witors  have  tried  a  restaurant  and 
jompared  verdicts. 
This  weekly  Restaurant  Guide  has 
many  virtues.  By  subscribing,  you 


foil  the  caprices  of  chance.  You 
know  that  when  you  dine  out  you'll 
always  enjoy  food  of  good  quality, 
well  served.  You  are  assured  that 
your  dining  experience  will  be  a 
pleasant  and  cheerful  one.  You  know 
exactly  what  to  expect  of  the  envi- 
ronment in  the  way  of  comfort  and 
convenience:  where  you  can  talk 
business  and  hear  each  other;  where 
you  can  talk  business  and  be  heard 
by  others.  And  you'll  know  approxi- 
mately what  you're  going  to  have  to 
pay  for  your  vittles. 

The  Guide  reviews  at  least  five  res- 
taurants a  week,  and  covers  every 
aspect  of  interest  to  the  diner:  the 
food,  the  service,  the  clientele,  the 
decor,  the  locale,  the  price.  Even  the 
background  of  the  proprietor,  where 
this  is  both  pertinent  and  interest- 
ing. Such  questions  are  answered  as : 
Does  the  chef  demonstrate  a  major 
culinary  talent?  Is  the  staff  tactfully 
attentive?  Is  the  ambience  tasteful 
without  being  intrusive  ?  Is  the  check 
in  line  with  the  goods  delivered? 

Where  to  take  your  wife— or  where 
to  take  the  other  girl(s)  in  your  life 

You'll  krtow  where  to  take  your  wife, 
for  auld  lang  syne.  And  where  to 
take  the  other  nice  people  in  your 
life.  Such  as  your  niece,  for  instance. 
You'll  know  where  to  be  seen.  And 
where  you  won't  be. 
There's  still  another  advantage  to 
subscribing  now.  In  1971  the  Res- 
taurant Guide  will  range  afield  from 
New  York  City  for  the  first  time,  and 
begin  reviewing  well-known  restau- 
rants across  the  land— in  Miami,  Chi- 
cago, and  Los  Angeles,  for  starters. 
In  addition  to  our  New  York  City 
coverage. 

BONUS  OFFER: 

Our  handsome  400-page  Guide 

to  300  New  York  City  restaurants 

Now,  as  a  special  reason  why  you 
should  try  our  Restaurant  Guide  for 
one  year,  we've  collected  every  re- 
view of  the  Guide's  first  year  of  pub- 
lication, doting  and  debunking,  into 
one  handsome  hard-cover  volume.  Its 
400  pages  cover  many  of  New  York 
City's  most  fabled  restaurants.  Con- 
tains 300  of  the  most  candid  and  re- 
vealing reviews  ever  written  on  the 
American  restaurant  scene.  This 


$9.95  volume  is  yours  as  a  free  bonus 
when  you  send  your  check  along  with 
your  one-year  subscription  to  Forbes 
Magazine's  Restaurant  Guide.  Once 
you  own  this  book,  you'll  rely  on  it 
always. 

SECOND  BONUS  OFFER: 

Four  issues  of  our  weekly 

Restaurant  Guide— absolutely  FREE 

We  believe  you'll  feel  the  same  way 
about  our  weekly  Restaurant  Guide. 
In  fact,  we're  so  confident  of  it  that 
we're  accompanying  our  first  bonus 
offer  with  a  second  option  for  you. 
Taste  of  the  pleasures  of  our  Res- 
taurant Guide  for  one  month— four 
weekly  issues— absolutely  free.  If 
you  like  the  Guide  and  agree  it's  one 
of  the  most  valuable  aids  to  civilized 
dining  that  you've  ever  known,  send 
us  your  $24  for  a  full  year's  sub- 
scription (this  is  a  one-third  saving 
on  the  regular  rate).  And  also  get 
your  $9.95  hard-cover  Guide  to  300 
New  York  City  restaurants,  at  no 
additional  cost.  How  can  you  lose  on 
this  deal? 

Choose  either  attractive  offer.  Fill  in 
the  following  coupon  now,  and  start 
enjoying  each  and  every  restaurant 
repast,  without  uncertainty... from 
here  to  eternity. 

■  ^  ^  ^  ^  ^^aa  Ha  ■■^■■^i^bbb 

FORBES  MAGAZINE'S 
RESTAURANT  GUIDE 
60  Fifth  Avenue,  New  York,  N.Y.  10011. 

Gentlemen: 

n  My  $24  is  enclosed.  Please  enter  my 
one-year  subscription  to  Forbes  Maga- 
zine's Restaurant  Guide— 52  weekly  is- 
sues—and also  send  me  at  no  extra  cost 
l.the  $9.95  hardcover  Restaurant 

Guide 
2.  a  handsome  black-and-silver  binder 

to  hold  my  weekly  issues  of  the  Guide 
□  Send  me  the  first  four  issues  of  the 
weekly  Forbes  Magazine's  Restaurant 
Guide  free.  If  not  completely  satisfied, 
I'll  let  you  know  and  I  won't  owe  you  a 
penny.  Otherwise  I'll  send  $24  for  a  full 
year's  subscription  (at  a  one-third  saving 
on  the  regular  rate)  and  receive  the  book- 
and-binder  bonus  mentioned  above. 

Name 


Address, 
City 


State 

R-0142 


-Zip. 


Faces  Behind  the  Figures 


Financier  Boussac 


Wrong  Century 

Marcel  Boussac  will  celebrate  his 
82nd  birthday  in  Paris  on  Apr.  17, 
and  it  will  be  a  sad  celebration  in- 
deed, for  his  industrial  and  finan- 
cial empire  is  crumbling  about  him. 
Fifteen  or  20  years  ago,  anyone 
drawing  up  a  list  of  the  six  wealth- 
iest men  in  Europe  unhesitatingly 
would  have  put  his  name  among 
them.  He  still  isn't  a  pauper;  an  in- 
formed estimate  puts  his  wealth  at 
between  $10  million  and  $15  mil- 
lion, but  that's  peanuts.  It  once  ran 
to  .several  hundred  million. 

Boussac's  story  is  a  common  one. 
He  is  a  19th  century  man  in  the 
20th  century. 

Intensely  proud,  intensely  patri- 
otic, intensely  parochial  and  in- 
tensely private,  he's  a  man  who  ab- 
hors debt  and  worships  hard  work. 
He  was  only  20  when  he  started 
in  business,  trading  in  textiles  with 
a  capital  of  $20,000  given  to  him 
by  his  father.  Within  five  years  he 
was  a  millionaire. 

Eventually,  he  was  to  own  the 
greatest  textile  company  in  France, 
with  65  mills,  a  leading  French 
bank,  the  daily  newspaper  L'Au- 
rore  (third-largest  in  the  country), 
two  chains  of  retail  clothing  shops, 
the  Bendix  Household  Ecjuipment 
Co.,  an  insurance  company,  a 
building  company,  the  St.  Cloud 
race  track,  the  Jardy  Haras  stables, 


Parfums  Dior,  Christian  Dior  Haute 
Couture,  and  only  he  knows  what 
else.  He  created  this  vast  complex 
entirely  from  plowed-back  profits. 
He  never  went  public.  He  rarely 
borrowed  money,  and  when  he  did, 
he  made  only  short-term  loans.  He 
proved  that  a  centime  saved  is  a 
franc  earned. 

He  ran  his  enterprises,  detail  by 
detail,  from  a  shabby  office  in  the 
rue  Poissonniere  in  Paris,  sitting  be- 
hind an  old  Empire  desk,  using  a 
telephone  so  old  it  belonged  in  a 
museum.  He  never  bothered  to  cre- 
ate management  in  depth.  He  tvas 
management.  His  only  hobby  was 
raising  and  racing  horses,  and  he 
ran  his  stable  personally.  At  one 
time,  it  was  the  leading  stable  in 
the  world.  It  completely  dominated 
racing  in  England  and  France. 

But  that's  no  longer  the  case. 
The  stable  has  fallen  on  hard  times 
along  with  the  rest  of  his  indus- 
trial and  financial  complex. 

The  textile  company  has  been 
losing  money  for  years.  Boussac  re- 
cently was  forced  to  relinquish  con- 
trol to  his  son-in-law,  Andre  Au- 
petit,  and  a  former  director  of  the 
Ministry  of  Finance,  Jacques  Four- 
mon.  He  also  sold  80%  of  Parfums 
Dior  to  Moet  et  Chandon  Cham- 
pagne in  order  to  raise  cash  to  pay 
off  some  of  his  short-term  loans. 
He  now  has  asked  Jacques  Brunet, 
a  former  governor  of  the  Banque 


de  France,  to  make  a  study  of  his 
finances.  The  result  probably  will 
be  a  takeover  of  his  empire  by 
French  banking  interests,  headed 
by  Credit  Lyonnais. 

A  French  financier,  discussing 
Boussac  the  other  day,  said:  "His 
textile  company,  after  reorganiza- 
tion, may  be  worth  a  couple  of 
million.  Potentially,  his  best  prop- 
erty is  the  St.  Cloud  track,  but  the 
government  won't  let  him  build  on 
the  land.  Until  it  does,  you  can 
put  it  down  on  the  books  at  $1." 

Boussac's  downfall  came  from 
the  fact  that  he  did  not  keep  up 
with  advances  in  technology  and 
merchandising.  He  insisted  on  turn- 
ing out  the  same  kind  of  poplin  in 
1970  that  he'd  been  producing  in 
1947.  He  would  not  go  into  syn- 
thetics. A  pioneer  in  chain  mer- 
chandising, he  failed  to  expand  his 
chain.  Says  the  financier:  "His 
trouble  was  too  many  companies 
and  not  enough  management." 

He  was  a  grand  old  man,  as  the 
Nazis  learned  when  they  occupied 
Paris.  They  attempted  to  buy  his 
famous  stallion  Pharis.  He  refused 
to  sell  it.  They  threatened  him  with 
arrest.  He  said:  "All  right,  arrest 
me."  They  seized  Pharis.  He  an- 
nounced that  he  would  not  permit 
the  entry  of  Pharis'  progeny  in  the 
stud  books. 

He  bested  the  Nazis,  but  the 
20th  century  bested  him.   ■ 
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How  Much  Is  Relevant? 

Many  a  student  has  questioned 
the  usefulness  of  what  he  was 
taught  in  school.  But  last  month 
54-year-old  Professor  Eli  Shapiro, 
co-author  of  a  widely  used  text- 
book for  finance  courses  entitled 
Money  and  Banking,  proved  that 
he  is  curious,  too.  Shapiro  has  just 
taken  a  leave  of  absence  from  the 
Har\  ard  Business  School  to  become 
chairman  of  the  Finance  Commit- 
tee of  Travelers  Corp.,  the  big 
Hartford-based  insurance  compa- 
ny. His  responsibility:  investing  the 
Travelers'  $2-billion  annual  cash 
How  and  supervising  its  $6.5-bil- 
lion  investment  portfolio. 

Why  a  professor?  E.xplains  Trav- 
elers President  Roger  Wilkins:  "We 
already  had  plenty  of  Wall  Street 
men  working  for  us.  But  Dr.  Sha- 
piro, who  has  been  a  consultant  to 


jnupifo  of  Travelers 


us  for  ten  years,  has  an  overview, 
a  little  different  perspective.  And 
he  already  knows  most  of  our 
younger  people  from  teaching  in 
our  management  training  courses." 

And  what  are  Shapiro's  own  rea- 
sons for  taking  the  plunge  into  ac- 
tual investment  management  after 
34  years  of  teaching  and  serving  as 
a  consultant  to  prestigious  clients 
like  the  Rockefeller  family  and  the 
Treasury  Department  and  the  Fed- 
eral Reserve  Board? 

"For  one  thing,  the  challenge  is 
great,"  says  Shapiro.  Travelers 
Corp.  has  had  a  below-par  6%  re- 
turn on  its  massive  equity  over  the 
last  five  years.  But  he  has  another 
reason.  "Over  the  years  I've  written 
and  read  and  taught  so  much 
about  money  management,  portfo- 
lio strategy  and  interest  rate  the- 
ories," he  says.  "Frankly,  I'd  like  to 
see  just  how  much  is  relevant."  ■ 


Sigoloff  of  Republic  Corp. 


Parting  of  the  Ways 

Sanford  C.  Sigoloff  and  Gerald 
B.  Block  first  met  20  years  ago 
through  their  wives,  who  had  been 
college  classmates.  Both  were  just 
starting  up  the  ladder  of  corporate 
success.  First  to  the  top  was  Block, 
who  in  1967  gained  control  of  small 
($66-million-sales)  Republic  Corp. 
of  Los  Angeles,  a  onetime  maker 
of  grade-B  Western  movies.  Block, 
whose  credentials  included  running 
a  small  discount  hardware  chain 
around  Los  Angeles,  turned  Repub- 
lic into  a  grade-B  conglomerate  by 
acquiring  more  than  80  little  com- 
panies. In  the  go-go  climate  of  1967, 
Republic's  stock  soared  an  incred- 
ible 1,550%.  By  1969  sales  were 
$212  million,  reported  earnings  $2 
a  share,  vs.  a  deficit  of  12  cents 
before  Block  took  over. 

Meanwhile,  Sandy  Sigoloff,  an 
operations  man,  had  become  a 
Xerox  vice  president  and  head  of 
its  Electro-Optical  Systems  divi- 
sion. Block  tried  in  vain  to  lure 
him  awav  in  1968.  But  when  Xerox 
bought  SDS  in  1969,  Sigoloff  saw 
EOS'  importance  dwindling  and 
quit.  He  teamed  up  with  venture 
capitalist  Fred  Carr  to  build  his 
own  company,  but  that  fizzled. 

So  when  Block  invited  him  again 
in  1970,  Sigoloff  didn't  refuse. 
Block  needed  help.  His  tiny  unre- 
lated businesses  suffered  greatly 
during  the  recession.  So  in  October 
Sigoloff,  40,  became  a  senfor  vice 


president  and  troubleshooter  at  Re- 
public. "Things  were  at  a  stand- 
still for  me,"  he  recalls.  "I  needed 
something  to  turn  me  on." 

Two  months  later  Sigoloff  was 
elected  president  and  chief  operat- 
ing officer.  As  for  Block,  he  re- 
mained in  office  only  long  enough 
to  hear  the  bad  tidings:  In  Jan- 
uary Republic  announced  it  was 
$13.6  million  in  the  red  for  1970 
and  was  fighting  for  its  life. 

Simultaneously  with  the  an- 
nouncement came  the  news  that 
Sigoloff  was  now  boss  and  Block 
was  out.  The  new  boss  immediate- 
ly set  to  work  dismantling  what 
his  old  acquaintance  and  benefac- 
tor of  a  few  months  earlier  had 
built.  On  the  heels  of  a  $40-million 
write-down  of  deferred  R&D  and 
overvalued  inventories,  receivables 
and  the  like  for  1970,  Sigoloff  is 
shutting  down  additional  operations 
with  $12  million  in  annual  sales. 
Sigoloff  wants  to  concentrate  on 
Republic's  lucrative  $90-million 
film  processing  division  and  its  $57- 
million  steel  products  group. 

His  top  priority  job,  however, 
has  been  to  hammer  out  an  exten- 
sion of  Republic's  loan  agreement 
with  its  bankers,  which  he  succeed- 
ed in  doing  in  mid-February.  In 
Block's  final  days  Republic  had  de- 
faulted on  the  terms  of  $40-mi]lion 
in  bank  loans. 

And  Gerry  Block?  He's  unem- 
ployed, but  nonetheless  Republic's 
biggest  stockholder.   ■ 
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Faces  Behind  the  Figures 


Philanthropist  List 

"Money  Is  Round" 

Abe  List  spent  most  of  the  first  65 
years  of  his  Hfe  amassing  a  fortune 
estimated  to  run  as  high  as  $100 
milhon.  He  has  spent  most  of  the 
last  five  years  getting  rid  of  at  least 
some  of  it.  "You  get  along  in  age  as 
I  have,"  he  says,  "and  you  have  a 
choice  of  letting  the  Government 
take  your  money  or  you  have  the 
fun  of  giving  it  away.  I'd  rather 
give  it  away.  Money  is  round  and 
it  rolls,  you  know,  and  I'd  rather 
see  that  happen  than  have  it 
stacked,  stagnant.  My  great  fun  in 
life  is  to  pick  out  the  areas  where 
I  think  dollars  will  do  the  most 
good  and  help  wherever  I  can." 

Born  in  Fall  River,  Mass.,  Albert 
Abraham  List  made  his  first  million 


in  the  Thirties  as  a  liquidator  of 
textile  properties  and  later  began 
collecting  asset-heavy  companies 
which  he  eventually  combined  into 
the  Glen  Alden  Corp.  List  sold  out 
his  controlling  interest  in  Glen  Al- 
den five  years  ago  (for  $22  million) 
to  his  good  friend  Meshulam  Riklis' 
McCrory  Corp.,  and  soon  after  re- 
tired from  the  board. 

A  tall,  fiercely  mustachioed,  but 
gently  mannered  man.  List  hasn't 
been  idle  since  he  left  Glen  Alden. 
The  bulk  of  his  efforts  go  into  his 
charitable  and  philanthropic  activi- 
ties. For  instance,  he's  chairman  of 
the  finance  committee  of  New 
York's  Jewish  Theological  Semi- 
nary, for  which  he's  currently  trying 
to  raise  $35  million.  With  his  wife 
Vera,  Abe  List  has  been  one  of  the 
principal    backers    of    New    York 


City's  adventurous  New  School  for 
Social  Research. 

But  like  an  aging  Romeo,  he 
can't  resist  recalling  the  triumphs  of 
his»younger  days.  He  likes  to  re- 
member how  he  and  Cyrus  Eaton 
formed  a  partnership  to  liquidate 
.National  Refining,  for  instance.  "In 
my  book,  that  one  made  history," 
he  says.  "On  an  investment  of  $2 
million,  we  made  $50  million  in 
about  a  three-year  period." 

Or  how  Roy  Little,  founder  of 
Textron,  outbid  him  for  the  Man- 
ville  Jenckes  textile  mill— one  of  Lit- 
tle's first  purchases— and  how,  later, 
he  put  up  the  money  that  clinched 
Little's  bid  for  control  of  American 
Woolen.  "I  didn't  do  it  from  a  char- 
itable point  of  view,  he  paid  me  a 
million  dollars,"  List  says.  "But  if 
I'd  taken  stock,  as  Roy  wanted  me 
to,  I  might  have  ended  up  the 
largest  stockholder  in  Textron." 

He  even  likes  to  remember  the 
story  Forbes  did  on  List  Industries 
in  the  late  Fifties  in  which  it  first 
used  the  term  "conglomerate"— to 
describe  his  amalgam  of  aluminum, 
textiles,  coal,  theaters  and  leather. 
"The  only  other  individual  who  op- 
erated like  that  in  those  days  was 
Roy  Little."  Wistfully  but  without 
envy,  List  adds:  "Little  was  more 
aggressive,  more  able. " 

And,  he  continues  contentedly: 
"In  my  youth,  I  worked  seven 
days  a  week,  15,  16  hours  a  day. 
I've  put  in  my  bit.  From  here  on, 
I  want  to  see  how  much  good  I 
can  accomplish."  ■ 


Marcus  of  Neiman-Marcus 


Happy  Bride 

President  Stanley  Marcus  of  Nei- 
man-Marcus Co.,  the  Dallas-based 
luxury  stores,  was  the  willing  bride 
in  1969  of  less  fancy  but  far  larger 
Broadway-Hale  Stores  (1970  sales: 
$630  million),  with  45  middle- 
priced  stores  on  the  West  Coast. 

But  he  didn't  know  how  happy 
he'd  be  until  the  high-fashion  in- 
dustry went  to  hell  in  a  handbasket 
last  year  over  hemlines  and  an  en- 
ervated economy.  Neiman-Marcus, 
over-the-counter  until  the  marriage, 
would  have  seen  its  stock  take  a 
battering,  but  the  Marcus  family 
now  holds  about  $20  million  worth 
of  Broadway-Hale  stock,  which  was 
relatively  unscathed. 

"I'm  still  the  happy  bride," 
beamed  Marcus  recently.  Nothing 
like  a  marriage  in  the  nick  of  time." 
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This  is  not  an  offering  of  these  debentures  for  sale,  or  an  offer  to  buy ,  or  a  solicitation  of  an  offer  to  buy,  any  of  such  debentures. 

The  offering  is  made  only  by  the  Prospectus. 


$500,000,000 

American  Telephone  and  Telegraph  Company 

Thirty  Year  7%  Debentures,  due  February  15,  2001 


Price  99.25%  and  accrued  interest 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  under- 
writers only  in  States  in  which  such  underwriters  are  qualified  to  act  as 
dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


BIyth&Co.,Inc. 

The  First  Boston  Corporation 

Halsey,  Stuart  &  Co.  Inc. 


Lehman  Brothers 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Salomon  Brothers 


Dillon,  Read  &  Co.  Inc. 


duPont  Glore  Forgan 

Incorporated 


Kuhn,  Loeb  &  Co. 
Eastman  Dillon,  Union  Securities  &  Co 
Hornblower  &  Weeks-Hemphill,  Noyes 
Loeb,  Rhoades  &  Co. 
Stone  &  Webster  Securities  Corporation 


Kidder,  Peabody  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Wertheim  &  Co. 


Drexel  Firestone 

Incorporated 

Goldman,  Sachs  &  Co. 
Lazard  Freres  &  Co. 
Smith,  Barney  &  Co. 

Incorporated 

White,Weld&Co. 


DeanWitter&Co. 

Incorporated 


Bache  &  Co. 

Incorporated 


Paribas  Corporation 


February  10, 1971. 


Profiles  in  Power: 

What  kind  of  men  run  our  biggest  corporations? 
Find  out  in  the 

Annual  Forbes  Directory 

to  America's  leading  corporations  May  15, 1971 


Measuring  the  four  dimensions  of  American  business 

•  The  first  500  companies  in  revenues 

•  The  first  500  companies  in  net  profits 

•  The  first  500  companies  in  assets 

•  The  first  500  companies  in  stock  market  value 

and  exploring  a  fiftti  dimension:  tlie  human  equation 


In  its  forthcoming  annual  Directory  Issue,  FORBES 
will  look  beyond  the  more  tangible  dimensions  of 
American  business— revenues,  net  profits,  assets,  and 
stock  market  value— to  one  of  the  great  intangibles  of 
business.  We  will  explore  what  may  be  the  most  im- 
portant dimension  of  all:  the  human  equation. 

FORBES  will  offer  in  this  Directory  Issue  a  series  of 
close-ups  of  the  chief  executive  officers  or  presidents 
of  leading  American  corporations.  What  are  their 
unique  qualifications  for  the  jobs  they  hold— in  terms 
of  background,  personality,  talent,  ambition,  personal 
drive,  and  in  their  very  concept  and  understanding  of 
the  power  they  wield?  These  profiles  in  power,  will  be 
based  not  on  theory,  but  on  what  these  men  them- 
selves think  and  say  and  do,  as  told  to  FORBES  by  the 
subjects  themselves. 

In  these  profiles  FORBES  will  be  seeking  the  answers 
to  such  questions  as:  What  kind  of  man,  seen  as  both 
human  being  and  leader,  runs  a  corporation?  To  whom 
does  he  feel  his  strongest  sense  of  responsibility? 
What  does  he  see  as  the  most  important  qualification 
for  his  job?  What  was  the  toughest  decision  he  ever 
had  to  make?  How  heavily  must  he  weigh  such  con- 
siderations as  race  and  pollution  and  consumerism,  as 
against  company  profits?  How  welt  is  he  compen- 
sated? What  form  does  his  compensation  take?  Is 
there  a  new-style  boss  today?  Is  the  Boston  boss  dif- 
ferent from  the  Los  Angeles  boss?  If  so,  how? 

These  are  questions  calculated  to  give  you  sharper, 
truer  insight  into  the  personalities  and  the  very  hu- 
manness  of  the  men  who  hold  the  most  powerful  jobs 


in  America  today,  outside  of  government.  If  it's  true, 
as  is  widely  supposed,  that  many  corporations  are  ex- 
tensions of  the  personalities  of  the  men  who  run  them, 
this  will  provea  revealing  series  In  moreways  than  one. 

But  though  our  Directory  Issue  of  1971  will  have  an 
added  focus,  it  will  by  no  means  neglect  its  statistical 
purpose.  Each  year  the  FORBES  Directory  keeps  score 
on  the  progress  of  America's  leading  corporations, 
relative  to  one  another,  during  the  business  year.  It 
ranks  the  first  500  companies  in  revenues,  the  first 
500  in  net  profits,  the  first  500  in  assets,  the  first  500 
in  stock  market  value.  These  are  the  four  dimensions 
that  matter  most,  understandably,  to  anyone  with  a 
vested  interest  in  business.  A  final  roster  of  over  800 
companies  summarizes  all  the  preceding  rankings  for 
each  company,  and  states  all  four  of  its  dimensions 
in  actual  dollars. 

Advertisers  aiming  to  get  to  the  highest  strata  of  man- 
agement would  do  well  to  put  their  faith  and  their 
messages  in  this  FORBES  Directory.  Independent  re- 
search has  shown  that  seven  out  of  ten  top  manage- 
ment men  in  the  country's  500  largest  industrial  firms 
read  FORBES  regularly.  It's  certain,  in  view  of  the  kind 
of  year  1970  was,  that  these  business  leaders  will  be 
reading  our  Directory  Issue  with  particular  interest. 
They'll  consult  it  repeatedly  throughout  1971,  for  the 
wealth  of  beautifully  organized  information  it  holds. 
(Our  new  fifth  dimension  adds  greatly  to  this  wealth.) 

The  day  the  facts  come  out  is  May  15,  1971. 

Forbes  readers  don't  just  own  American  business. 

They  run  it. 

Forbes:    capitalist  tool 


"The  Board  wants  me  to 
refund  our  short-term  debt. 

"Where  do  I  go  for  $100 
miUion  in  this  market?" 


A  lot  of  companies  are  taking  a  long, 
hard  look  at  their  balance  sheet. 

They're  converting  short-term  liabil- 
ities into  long-term  debt  at  an  unprece- 
dented pace.  And  the  resulting  competi- 
tion for  money  is  fierce. 

In  a  market  like  this,  the  choice  of 
the  right  underwriter  isn't  just  impoj-- 
tant.  It's  vital. 

Here's  how  we  can  try  to  help. 

In  1970  we  managed  or  co-managed 
88  straight  debt  corporate  offerings 
totalling  $4.7  billion.  Despite  the 
tight  money  market. 

/ 

Even  at  the  height  of  the  corporate 
money  crunch,  we  found  ways  to  sell 
bonds.  In  fact,  1970  was  a  record  year 
for  Merrill  Lynch's  Investment  Bank- 
ing Division.  Of  the  $4.7  billion  in  Ijond 
offerings  we  managed,  we  sold  $794  mil- 


lion oui-selves.  45  percent  more  than  we 
committed  for.  And  in  56,115  separate 
transactions. 

How  did  we  do  it?  Partly,  through 
our  distribution  system. 

Even  before  forming  a  syndicate,  our 
Investment  Bankers  have  a  built-in  po- 
tential market  of  1.5  million  of  our  own 
customers.  Serviced  by  a  network  of 
over  250  offices.  And  by  more  than  5,000 
institutional  and  retail  Account  Execu- 
tives. 

We  stay  in  constant  contact  with 
virtually  all  the  major  financial  institu- 
tions. Plus  thousands  of  smaller  ones, 
like  regional  insurance  companies, 
small  banks,  and  middle-sized  pension 
funds.  That  extra  distribution  becomes 
an  absolute  blessing  when  the  volume 
of  offerings  is  too  big  for  the  major  in- 
stitutions to  handle  alone. 

Our  network  of  offices  also  helps  us  \ 
take  a  better  pulse  of  the  market 
when  we  handle  a  negotiated  under- 
writing. 

Merrill  Lynch  doesn't  believe  it's 
enough  just  to  sell  out  an  issue  in  one 
day,  take  a  bow,  and  collect  a  fee.We  use 
our  market  reach  to  get  the  best  price 
we  can  for  every  debt  issue  we  handle. 

As  soon  as  your  registration  is  filed, 
we  start  sending  wire  flashes  to  our  of- 
fices here  and  abroad.  And  our  Account 
Executives  start  looking  for  possible  in- 
dications of  interest. 

That's  where  our  250  offices  come 
in.  We're  not  restricted  to  just  the  major 
financial  centers. We  can  take  the  pulse 


of  the  market  nationally.  From  New 
York  to  Albuquerque. 

Another  thing  that  helps  us  price 
and  sell  bonds  is  our  experience.  Not 
just  with  bonds,  but  also  with  other 
kinds  of  securities. 

We  average  a  new  underwriting 
every  three  days.  And  we're  major  deal- 
ers in  commercial  paper,  government 
bonds,  C.D.'s,  and  other  fixed  income 
securities  that  may  affect  the  market 
for  corporate  bonds. 

Merrill  Lynch  is  equipped  to  help 
you  in  many  other  areas  of  money 
management. 


Cash  management,  for  example.  We 
can  help  you  try  to  improve  the  perform- 
ance of  your  cash  portfolio.  We  make  a 
market  in  all  types  of  money  market 
securities.  And  handle  a  wide  choice  of 
maturity  dates  for  each  kind  of  instru- 
ment. 

We  can  also  help  you  try  to  improve 
the  performance  of  your  pension  fund. 

Or  design  a  commodity  futures  pro- 
gram to  help  control  your  raw  material 
and  inventory  costs. 

Or  arrange  a  sale-and-leaseback  to 
increase  your  cash  resources. 

To  talk  about  underwriting,  or  most 
any  ai-ea  of  money  management,  just 
contact  Thomas  L.  Chrystie,  Vice  Pres- 
ident and  Director  of  our  Investment 
Banking  Division.  You  can  reach  him 
on  his  direct  line  at  (2121  269-1225.  Or 
write  Merrill  Lynch,  Pierce,  Fenner& 
Smith  Inc.,  70  Pine  Street,  New  York, 
N.Y  10005. 


Merrill  Lynch  Services  for  Management 
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The  Forbes  Index 


preliminary    if 
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__      Or  Nibonal  Buf»au  ot  Iconomic  Research 


Composed  of  the  (ollowmg 
Production 

•  How  much  are  we  producing'  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  o(  hard  goods  are  we  ordering' 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building'  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  at 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  Into 
det)t?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services'  (Dept.  ol  Commerce 


DEC 134.5 

JAN 132.4 

FEB ...130.9 

MAR 129.0 

APR 127.8 

MAY    126.1 

JUNE 125.8 

JULY  127.2 

AUG 126.4 

SEPT 125.4 

OCT 122.0 

NOV 119.5 

DEC 119.5 

JAN.  (prel.)  .121.5 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  O.  Hooper 


Monkeying  With  The  Economy 


The  idea  of  "managing  the  economy" 
was  hardly  heard  of  before  the  days 
of  John  Maynard  Keynes.  It  took 
statesmen  and  economists  a  long  time 
to  accept  it,  and  economists  a  still 
longer  time  to  know  how  to  do  it.  The 
big  difference  between  the  "monkey- 
ing" with  the  economy  that  was  done 
in  the  1930s,  the  1940s,  the  1930s 
and  the  1960s,  and  what  is  being 
done  in  the  1970s  is  that  the  1970s 
"monkeying"  is  being  done  confidently 
and  "with  a  heavy  hand,"  apparently 
wjthout  much  thought  concerning  in- 
evitable longer-term  results. 

The  heavy  hand  was  felt  as  re- 
straint in  the  first  half  of  1970.  The 
heavy  hand  is  being  felt  as  stimula- 
tion in  the  first  half  of  1971.  In 
both  cases  the  muscle  back  of  the 
heavy  hand  has  been  the  supply  of 
credit  and  the  price  of  credit.  The 
booming  stock  market  and  the  boom- 
ing bond  market  we  have  seen  re- 
cently is  money-created.  Money  has 
been  made  so  plentiful,  and  the  psy- 
chology regarding  enough  money  has 
been  made  so  bullish,  that  security 
prices  just  have  had  to  rise,  regard- 
less of  current  earnings  and  contem- 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


porary  business  trends.  It  can't  be 
stressed  too  much,  or  too  often,  that 
this  is  "a  money  market,"  and  a  mar- 
ket consciously,  purposefully  and  ag- 
gressively stimulated. 

In  going  around  the  country  as  I 
have  been  doing,  over  and  over  again 
businessmen  and  corporate  execu- 
tives have  been  asking  me  why  stocks 
have  been  going  up,  and  volunteer- 
ing that  business  is  "not  good"  or 
"not  much  better."  What  all  this 
boom  in  stocks  and  this  greater  avail- 
ability of  money  at  lower  interest 
rates  is  intended  to  do  is  to  make 
business  better. 

In  my  opinion,  and  in  the  opinion 
of  most  others,  this  whole  program 
will  make  business  better  later  this 
year— but  at  the  expense  of  a  much 
faster  rate  of  inflation  than  Washing- 
ton expects  to  see.  Indeed,  as  I  see  it, 
this  whole  program  of  prosperity  and 
recovery  is  based  (consciously  or 
not)  on  a  heavy-handed  dose  of  in- 
flation, or  credit  creation.  It  should 
please  the  populists. 

It  can  hardly  be  stressed  too  often 
that  inflation  is  the  handmaid  of  spec- 
ulation. Inflationary  measures,  the  meat 
in  the  nut  of  Washington's  recovery 
program,  explain  record  daily  volume 


in  the  NYSE  at  a  time  when  the  econ- 
oiny  still  is  halting  and  the  true  rate 
of  uiK'iiiployment  is  still  increasing.  It 
becomes  harder  and  harder  to  coor- 
dinate either  current  earnings,  or  pro- 
spective earnings,  with  stock  prices. 
Price/ earnings  ratios,  or  "multiples," 
rise  because  people  want  to  put  mon- 
ey to  work  rather  than  because  they 
think  stocks  are  a  bargain.  More  and 
more  people  buy  stocks  on  tips  and 
hunches  rather  than  on  the  basis  of 
essential  values.  As  the  stock  market 
gets  more  violent,  it  gets  less  logical. 
But  people  are  afraid  to  sell  because 
they  think  prices  will  go  still  higher, 
and  because  they  don't  know  what  to 
do  with  the  money  if  they  liquidate. 

V/o/enf  Ups— Violent  Downs 

Because  there  have  been  no  stock 
market  setbacks  worth  mentioning  for 
some  time  now,  lately  everyone  has 
been  afraid  to  be  bearish;  and  some 
people  even  have  been  assuming  that 
there  won't  be  any  recessions  of  more 
than  5%  or  more  in  the  DJI.  That's 
questionable.  As  inflation  gets  more 
virulent,  the  downs  as  well  as  the  ups 
tend  to  become  more  violent,  not  less 
violent.  There  is  more  psychology 
than  mathematics,  and  less  logic  than 
emotion.  Actually,  from  the  business- 
man's point  of  view,  and  from  the 
merchant's  point  of  view,  profits  be- 
come more  elusive  and  less  certain  as 
inflation  rises  in  intensity.  In  manu- 
facturing, it  is  improbable  that  infla- 
tion from  now  on  will  be  as  produc- 
tive of  profits  as  it  was  in  the  1950s 
and  the  1960s. 

The  logic  concerning  what  is  best 
to  own  is   not  difficult   to   state,   but 
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DIRECTED  TOWARD  _  - 

growth 

of  your  investment  portfolio  both  in 
terms  of  INCOME  and  APPRECIA- 
TION, Babson's  Investment  Apprais- 
al &  Review  Service  offers  you: 
Portfolio  Analyses,  Appraisals  and 
Reviews  on  your  Investments  every 
90  days.  Continuous  Supervision, 
Consultation  Privileges,  Weekly  In- 
vestment Bulletins.  All  for  only 
$384  a  year  regardless  of  the  port- 
folio value.  Recommended  portfolio 
range:  $25,000  to  $250,000. 
Backed  by  Babson's  Reports  Inc., 
one  of  the  Country's  most  experi- 
enced investment  advisory  organiza- 
tions whose  advice  over  the  years  has 
influenced  the  investment  of  billions 
of  dollars.  Mail  coupon  for  free 
brochure. 


Please  send  A  &  R  Service  brochure. 

F-3ie 
Name 

Street  &  No 


City. 


State . 


Zip 


^ 


BABSON'S  REPORTS 

INVESTMENT  MANAGEMENT  DIV. 
WELLESLEY  HILLS.  MASS.  021S1 


Ifyou  have  $20,000 
in  the  stock  market, 

let  me  manage 
halfofit  for  one  year. 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet,  "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

7918  Ivanhoe  Avenue, 

(P.O.Box  351)  Dept. 2-31, 

La  Jolla,  California  92037. 


that  logic  often  does  not  work  in  prac- 
tice over  the  short  run  or  the  inter- 
mediate run.  The  things  you  ought  to 
own  (in  theory  at  least)  in  a  periqcj 
when  the  value  of  money  is  dropping 
are  works  of  art,  gems,  gold,  silver, 
oil  and  ore  in  the  ground,  well-lo- 
cated land  and  commodities  general- 
ly. At  the  same  time  (in  theory  at 
least)  you  should  borrow  all  the  mon- 
ey you  can  because  you  probably  will 
be  able  to  pay  off  your  loans  in  dol- 
lars cheaper  than  you  borrowed.  The 
trouble  is  that  such  a  policy  never 
works  perfectly,  and  over  short  peri- 
ods can  be  exactly  wrong. 

One  of  the  things  to  worry  about, 
if  this  volume  of  trading  continues,  is 
the  physical  ability  of  the  nation's  bro- 
kerage machinery  to  handle  all  these 
purchases  and  sales.  Up  to  the  time 
this  is  written,  the  financial  communi- 
ty has  been  fortunate  in  that  the  av- 
erage size  of  transactions  has  been 
large.  In  other  words,  the  increase  in 
the  number  of  trades  has  not  been  as 
large  as  the  increase  in  the  number 
of  shares  traded.  The  institutions  have 
been  doing  a  larger  percentage  of  the 
business,  and  the  public  has  come  in 
more  slowly.  There  is  already  talk  of 
closing  the  NYSE  one  day  a  week,  or 
putting  it  on  short  hours.  After  slowly 
correcting  many  mechanical  short- 
comings, once  again  brokerage  offices 
may  find  it  diflBcult  to  maintain  the 
back-office  speed  to  match  the  volume 
of  business. 

Physical-Asset  Stocks 

This  is  a  poor  time  to  indulge  in 
the  distribution  of  "tips."  Too  many 
people  are  doing  it,  as  is  always  the 
case  after  a  big  rise  in  the  market. 
In  mentioning  stocks,  I  am  thinking  in 
terms  of  six  months,  even  a  year  or 
more,  rather  than  in  terms  of  next 
week  or  next  month.  I  like  what  I 
have  always  called  "store  of  value" 
stocks,  issues  which  have  large  physi- 
cal assets  behind  them. 

Typical  of  these  are  Superior  Oil 
(182),  Kerr-McGee  (120),  Union  Pa- 
cific Corp.  (51),  Canadian  Pacific 
(69),  Newmont  Mining  (31),  Ana- 
conda (22)  in  spite  of  all  her  Chile 
and  Peru  troubles,  American  Smelt- 
ing (28),  Kennecott  (41),  Phelps 
Dodge  (44),  International  Paper 
(37),  Georgia-Pacific  (59)  although 
it  looks  high  on  the  basis  of  earnings, 
McCulloch  Oil  (43),  General  Devel- 
opment (29),  International  Nickel 
(46),  and  even  U.S.  Steel  (33),  not- 
withstanding that  company's  unin- 
spiring earnings  outlook.  This,  of 
course,  is  only  a  partial  list,  and  it 
omits  most  of  the  secondary  compa- 
nies which  might  well  be  included. 

The  public  still  is  saving  a  higher- 
than-average  percentage  of  personal 


income.  It  is  not  yet  in  a  spending 
mood.  As  people  are  more  sure  of 
their  jobs  and  more  conscious  of  ever- 
rising  prices,  there  is  likely  to  be  a 
greatly  increased  demand  for  all  kinds 
of  consumer  durables.  This  should 
find  reflection  in  greater  prosperity  for 
the  merchandising,  textile  and  appli- 
ange  industries.  Some  of  the  outstand- 
ing companies  here  are  Sears,  Roe- 
buck (80),  Kresge  (65),  Zayre  (37), 
Burlington  Industries  (48),  West 
'  Point-Pepperell  (28),  Maytag  (34) 
and  Whirlpool  (74).  The  automobile 
companies  also  would  be  among  the 
consiuner-buying  companies.  Inciden- 
tally, I  have  faith  that  Chrysler  (28) 
will  master  its  well-known  problems 
and  I  think  the  stock  eventually  will 
reward  those  who  are  patient  with  it. 
Of  course  General  Motors  and  Ford 
involve  much  less  risk. 

Federal  National  Mortgage  (67) 
continues  to  move  along.  The  first- 
quarter  report  should  be  especially 
good.  The  management  stresses  that 
it  is  trying  to  space  out  some  of  its 
bond  and  note  matmities  rather  than 
take  full  advantage  of  very  low  short- 
term  interest  rates.  This  column  has 
covered  the  company  ( and  the  stock ) 
pretty  well  in  the  past.  Sale  is  not 
advised  at  this  time.  The  company 
is  in  a  position  to  sell  at  a  profit 
most  of  the  mortgages  it  acquired  in 
1970.  It  is  believed  that  there  is  a 
positive  spread  now  between  money 
costs  and  mortgage  interest  realiza- 
tion. The  spread  was  negative 
throughout  last  year. 

You  can  see  from  the  type  of  equity 
mentioned  above  that  I  am  gun-shy 
about  suggesting  off-beat,  highly 
speculative  issues  right  now.  That  is 
because  the  financial  community  still 
is  finding  "airholes"  in  the  bookkeep- 
ing of  many  new  wonder  companies, 
and  partly  because  some  of  these 
stocks  lately  have  been  moving  so  fast 
that  anything  said  about  them  today 
may  be  obsolete  tomorrow.  Stocks  of 
this  type,  in  most  cases,  are  only  for 
those  close  to  the  market,  and  for 
those  who  have  an  intimate  source 
of  information  about  values. 

Quality  equities  such  as  General 
Electric  (104),  Westinghouse  (76), 
Standard  Oil  of  California  (53)  and 
Delta  Air  Lines  (38)  may  not  seem 
as  exciting  as  some  of  tliese  stocks 
which  have  been  fluctuating  10%  or 
15%  per  session.  But  in  the  long  run 
yoiu-  percentage  of  portfolio  appre- 
ciation may  be  just  as  great  in  the 
blue  chips  as  in  the  go-go  issues.  You 
won't  worry  so  much,  and  you  won't 
make  as  many  mistakes  to  dilute  your 
ten-strikes.  The  experiences  of  the  first 
five  months  of  1970  should  be  re- 
called by  people  now  tempted  to  try 
to  make  money  too  fast.  ■ 
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STOCK  TRENDS 

By  Charles  Rolo 


Return  Of  The  Storytellers 


From  Go-Go  to  No-No  and  back 
again  to  Go-Go  in  something  over  a 
year— that  has  been  the  Wall  Street 
ston,'.  And  it's  surely  one  of  the  most 
remarkable  in  stock-market  history. 

Let  me  refresh  your  memory  with 
a  brief  flashback  to  last  June,  when 
the  Bear  Market  had  plunged  the  fi- 
nancial community  into  a  mood  of 
masochistic  repentance.  In  speech  and 
in  print,  the  sins  and  follies  of  the  go- 
go  years  were  catalogued  and  pious- 
ly excoriated.  The  conventional  con- 
sensus was  that  we  were  about  to  wit- 
ness a  drastic  change  in  investment 
philosophy  and  practice:  a  durable 
"return  to  normalcy. "  No  more  whor- 
ing after  performance.  No  more  friv- 
olous dalliance  with  "concepts"  and 
"romance."  No  more  infatuation  with 
earnings  growth.  The  gunslingers 
were  forever  discredited.  The  new 
style  in  investing  would  be  shaped  by 
Prudent  Men,  mindful  of  the  gospel 
according  to  Graham  and  Dodd. 

These  ponderous  pieties  have 
proved  short-lived.  To  be  sure,  in  the 
first  phase  of  the  market's  recovery, 
strength  was  concentrated  in  the  blue 
chips  and  sobriety  prevailed.  But  for 
the  past  six  or  seven  weeks,  the  in- 
vestment scene  has  started  to  assume 
some  of  the  razzle-dazzle  of  go-go 
land.  The  gunslingers  (those  who 
managed  to  retain  their  scalps)  are 
shooting  from  the  hip  again.  Even  the 
big  respectable  institutions— judging 
from  the  supercolossal  volume  of 
trading- are  swapping  blocks  of  stock 
at  a  frenetic  pace. 

Many  secondary  and  speculative 
issues  which  were  "No-Nos"  six 
months  ago,  at  six  to  ten  times  1970 
earnings,  are  being  vigorously  bought 
—often  at  double  their  former  price 
and  on  the  strength  of  stories  of  what 
they  could  lie  earning  a  year  or  two 
from  now.  In  fact,  the  business  of 
storytelling,  which  was  brought  to  a 
standstill  by  last  year's  market  col- 
lapse, is  staging  a  spirited  comeback. 

Is  all  this  cause  for  alarm  and  dour 
sermons  on  the  invincibility  of  human 
folly?  Not  necessarily.  When  govern- 
mental policy  made  a  180-degree 
swing  from  tight  to  easy  money,  it 
was  logical  that  speculative  interest, 
whose  life  blood  is  the  money  supply, 

A  guest  columnist.  Mr.  Rolo  is  co-director  of  the 
Research  Dept.  of  the  NYSE  firm  of  H.   HenU  &  Co. 


should  Start  to  revive.  What's  more,  a 
broad  current  of  speculative  interest 
is  a  necessary  and  vitalizing  ingre- 
dient in  the  stock  market.  (Without 
it,  the  investment  scene  is  deadsville.) 
I  would  expect  this  cmrent  to  grow 
stronger  in  the  months  ahead,  and 
those  who  ride  it  skillfully  could  make 
handsome  profits.  But,  remember,  I 
said  "skillfully."  I  didn't  say  "blindly." 
Even  in  this  new  go-go  phase,  it 
would  be  lunacy  to  forget  the  pain- 
ful lessons  learned  from  the  last  spec- 
ulative boom. 

How  To  Play  the  Game 

There's  one,  in  particular,  which 
seems  to  me  especially  pertinent  now 
that  the  storytellers  are  at  work  again: 
Anyone  who  plays  the  game  of  buy- 
ing "stocks  with  a  story"  should  have 
his  own  protective  rules  (I'll  try  to 
sum  up  mine  presently)  and  should 
stick  to  them  firmly. 

What  precisely  is  a  story,  and  how 
does  it  differ  from  the  standard  in- 
vestment recommendation?  Let  me  il- 
lustrate. Your  broker  tells  you  that 
his  research  department  expects  1971 
to  be  a  9.5-million-car  year  and  is 
projecting  earnings  of  $6.25  a  share 
for  General  Motors.  The  record  shows 
that  GM  fre(|viently  commands  a  mul- 
tiple of  16  times  earnings.  Ergo  the 
stock,  now  selling  at  around  82,  could 
enjoy  a  respectable  price  rise  in  the 
year  ahead.  This  (in  capsule  form)  is 
a  standard  investment  recommenda- 
tion. It  presents  an  opinion  based  on 
generally  available  data  about  the 
economy  and  the  company  and  makes 
forecasts  subject  to  measurable  error. 

Now  let's  suppose  you  are  told  that 
General  Motors  has,  under  wraps,  a 
brand  new,  low-cost  process  for  pro- 
ducing a  revolutionary  car,  which  is 
virtually  crash  proof  and  eliminates 
air  pollution.  It  will  rapidly  double 
GM's  earning  power,  and  the  secret 
has  been  so  well  kept  that  only  a  few 
people  know  about  it.  This  is  a  "sto- 
ry" (quite  mythical,  let  me  hasten  to 
say),  and  it's  obviously  the  product 
of  some  pretty  strong  fantasy.  But 
some  stories  are  based  on  thorough 
and  imaginative  research  and  they 
represent  a  legitimate  speculation. 

Whether  it's  phony  or  authentic,  a 
story  differs  from  an  investment  rec- 
ommendation   in    three    crucial    re- 


spects. 1)  The  relevant  data  are  not 
in  the  public  domain— they  are  known 
only  to  the  fortunate  few.  In  short,  a 
story  claims  to  be  a  discoverij.  2)  The 
profit  potential,  if  the  story  works  out 
right,  is  alluringly  large.  3)  The  "hap- 
py ending"  is  contingent  on  at  least 
one  and  usually  several  favorable  de- 
velopments, which  the  storyteller  says 
are  highly  probable. 

I  see  nothing  inherently  wrong  in 
buying  stocks  with  a  story— let's  not 
forget  that  Xerox,  Polaroid  and  Syn- 
tex  were  originally  in  this  category. 
But  let's  not  kid  ourselves,  either: 
Only  one  stock-with-a-story  out  of 
many  thousands  turns  out  to  be  a 
Xerox.  Speculation  on  stories  is  a  high- 
risk  enterprise,  which  calls  for  skep- 
ticism, constant  vigilance,  and  a  firm 
adherence  to  protective  rules.  Here 
are  some  which  I've  found  helpful. 

1 )  The  source  must  be  really  trust- 
worthy and  able  to  guarantee  he'll 
keep    you    posted    on    developments. 

2)  Be  extremely  leery  of  stories 
that  come  to  you  at  second  or  third 
hand.  At  each  remove  from  the  pri- 
mary source,  the  facts  get  fuzzier  and 
the  profit  forecasts  rosier. 

3)  The  logic  of  the  story  must  be 
reasonably  watertight,  and  there 
should  be  a  documented  and  plausi- 
ble basis  for  the  earnings  projections. 
Beware  of  stories  which  go:  "Forget 
about  earnings  this  year.  But  1  look  for 
$2  in  72  and  $4  the  year  after." 
This  kind  of  tale  is  all  too  often  a 
product  of  the  dream  factory.  Beware, 
too,  of  dazzling  profit  projections 
based  on  the  potential  market  for  new 
products  or  processes.  The  storyteller 
is  dealing  with  unknowns  and  his  pro- 
jections are  apt  to  be  at  best  guess- 
work and  at  worst  sheer  fantasy. 

4)  The  market  environment  must 
be  receptive  to  stories,  which  means 
that  speculative  interest  must  be  on 
the  rise. 

5)  If  you  find  a  stock-with-a-story 
has  already  had  a  big  price  rise,  it's 
obvious  the  story  has  traveled  far  be- 
fore it  reached  you.  In  such  cases,  it's 
essential  to  be  extra  hard-headed 
about  figuring  the  ratio  of  risk  to  pos- 
sible reward. 

6)  If  the  "plot"  of  a  story  doesn't 
unfold  more  or  less  on  schedule,  sell 
the  stock  pronto.  Even  if  all  goes  well, 
remember  that  it's  the  story  which  is 
causing  the  stock  to  rise,  and  you  had 
better  be  out  before  the  story  has 
been  fully  exploited.  There  is,  of 
course,  the  exceptional  situation, 
which  develops  so  favorably  that  real- 
ity starts  catching  up  with  the  ro- 
mance of  the  story,  and  the  stock  can 
hold  up  on  fundamentals.  If  you  latch 
on  to  one  of  these,  stay  with  it.  Your 
speculation  has  probably  turned  into 
a  great  long-term  investment.  ■ 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDING. 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Tectinological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  Ao 
Baltimore,  Maryland  21201  (301)  539-1992 
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BOTH  for  only  $ 

1.  Performance  Ratings  of 
Leading  No-Load  Funds 

2.  No-Load  Directory 

Now  you  con  see  at  a  glonce  which  No-Load 
Funds  are  the  top  performers  in  INVESTORS  IN- 
TELLIGENCE exclusive  and  impartial  "Performance 
Ratings  of  Leading  No-Lood  Funds."  And  since  No- 
Loads  do  not  have  salesmen,  you  also  will  receive 
a  "Directory  of  Leading  No-Load  Funds"  clossified 
by  investment  objective,  year  started,  assets,  plus 
nome  ond  address  so  you  can  write  for  free  pros- 
pectus. No  salesman  will  call.  Send  $1  today,  with 
your  nome  and  oddress  to:  Dept.  F-57,  INVESTORS 
INTELLIGENCE,  2  East  Ave.,  Lorchmont,  N.Y.  10538. 


DEALERSHIPS  AVAILABLE 

"Security"  is  a  growing  problem;  it  is  also 
a  profitable  growth  business.  Internation- 
ally famous,  exclusive,  dual-lens  security 
cameras  successfully  used  as  effective 
deterrent  and  fraud  preventive  by  Indus- 
try, Government  Agencies,  Banks,  Airlines, 
Hotels,  Retail  and  Department  Stores, 
Supermarkets,  Cargo  Shipp)ers,  Rental 
Agencies,  etc.  Also  microfilm  cameras  for 
permanent  records,  library  bookcharging, 
etc.  Repeat  business  of  high  profit  ex- 
pendable materials  assures  profitable 
growth. 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Out  Of  This  Worl& 


After  a  nine-day  journey  to  the  moon 
and  back  our  astronauts  returned  not 
only  safely,  but  at  precisely  the  time 
and  the  spot  they  were  expected  to 
be.  Their  wives  turned  on  their  TV 
with  full  assurance  that  their  men 
would  splash  down  at  4:05  p.m. 
(E.S.T.)  on  Feb.  9  and  they  did. 

Of  course,  the  trip  to  the  moon 
was  expensive,  and  the  cost  of  pre- 
paring for  its  super-perfection  was  as- 
tronomical. Presumably,  this  fantastic 
effort  was  worthwhile— but,  sometimes 
we  earthbound  creatures  wonder 
whether  it  is  really  necessary  to  have 
electricity  brownouts  in  February, 
shameful  subways  and  scandalously 
bad  commuter  service.  Why  untold 
billions  of  dollars  for  the  moon  and  so 
little  for  the  basic  comforts  of  millions 
of  people?  Somehow,  something  is 
wrong  somewhere.  Forty  years  ago, 
when  I  was  a  bit  younger,  I  would 
have  known  exactly  what  is  wrong 
and  how  to  correct  it.  Now,  alas,  I 
have  to  admit  that  I  have  no  pat  an- 
swer. But  I  do  envy  the  astronauts  for 
theii-  on-timemanship. 

It  was  just  about  seven  years  ago 
diat  the  Communications  Satellite 
Corp.,  now  familiarly  known  as  Com- 
sat, went  public.  It  was  one  of  the 
hottest  new  issues  ever,  and  under- 
writers doled  out  the  stock  in  homeo- 
pathic doses.  Since  nobody  got 
enough  shares  to  amount  to  a  signif- 
icant investment,  and  because  hardly 
anyone  really  understood  when  and 
how  this  strange  company  was  sup- 
posed to  earn  a  living,  this  was  the 
kind  of  stock  to  put  into  the  grand- 
children's trust  or  custodian  accounts. 

Well,  I  have  news  for  you.  Comsat 
has  grown  up,  and  now  you  can  short- 
en, if  not  eliminate,  the  generation 
gap.  Comsat,  as  a  stock,  is  no  longer 
a  visionary's  dream.  Even  though  most 
of  us  do  not  pretend  to  understand 
the  technology  and  related  problems 
of  global  communication  satelUtes,  this 
company  is  in  business— and  it  isn't 
peanuts  either.  This  is  the  record: 


Revenues 

Earnings 

Year 

(mil.) 

per  share 

1967 

$18.5 

$0.46 

1968 

30.5 

0.68 

1969 

47.0 

0.71 

1970  (est.) 

70.0 

1.70 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


•  Projections  for  the  current  year's 
earnings  are  around  $2.50  a  share, 
and  I  do  not  disbelieve  forecasts  of 
$5  by  1975.  While  capital  expendi- 
tures are  likely  to  be  large  in  the  years 
ahead,  the  company  feels  sufficiently 
secure  and  affluent  to  go  on  a  quar- 
terly dividend  basis  at  the  annual  rate 
of  50  cents  a  share. 

Comsat's  price  history  has  been 
rather  violent.  In  last  year's  bear  mar- 
ket, it  fell  all  the  way  back  to  25. 
Now,  backed  by  solid  earnings,  Com- 
sat has  recovered  into  the  50s.  Of 
course,  it  is  no  bargain  by  conven- 
tional standards,  but  this  is  not  a  con- 
ventional company,  and  it  should  not 
be  bought  by  conventional  investors. 
However,  if  you  have  surplus  money, 
courage  and  imagination,  you  might 
want  to  buy  that  stock— not  for  your 
grandchildren,  not  for  your  children, 
but  for  yourself. 

Down  fo  Earfh 

Meanwhile,  almost  everyone  in  the 
financial  community  is  regaining  his 
cockiness.  With  hundreds  of  stocks 
making  the  daily  list  of  new  highs,  it 
is  almost  difficult  not  to  be  a  hero,  but 
after  a  40%  rise  in  the  DJI  in  barely 
eight  months,  it  becomes  more  dif- 
ficult to  find  good  values. 

A  stock  which  is  still  fairly  priced, 
both  historically  and  in  relation  to 
realistic  prospects,  is  Bendix.  This 
company  did  not  have  a  good  year  in 
1970.  Sales  of  most  divisions  registered 
declines,  and  the  effect  on  profit  mar- 
gins was  damaging.  As  a  result,  per- 
share  profits  dropped  to  the  lowest 
level  since  the  1950s.  The  current  fis- 
cal year  (ending  Sept.  30,  1971)  also 
began  inauspiciously  with  lower  earn- 
ings for  the  December  quarter. 

From  here  on  the  outlook  is  con- 
siderably brighter.  The  recently  ac- 
quired American  Forest  Products 
Corp.  should  show  a  strong  recovery 
from  1970's  extremely  depressed  lev- 
els, and  the  automotive  division 
should  do  much  better.  For  this  year 
I  estimate  profits  of  about  $2.50  a 
share.  By  1972  Bendix'  "normal"  earn- 
ing power  of  well  over  $3  should  have 
been  restored.  At  34,  still  40%  below 
its  1967  high,  the  stock  has  consid- 
erable attraction  on  a  semispeculative 
basis.  The  $1.60  dividend  rata  pro- 
vides a  4.6%  return.   ■ 
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You  should  know  a  stock's  record 

over  these 


1959 

thru 

1970 


12  HISTORIC  YEARS 

before  you 
BUY-HOLD-SELL 


You  should  know  how  every  'Big  Board' 
stock  performed  each  of  these  12  years  — 
during  which  the  market  enjoyed 
unprecedented  highs  and  then  suffered 
its  most  costly  drop. 

And  for  1971,  get  these  very  vital  facts  in 
this  single  compact  volume. 


Nowhere  else  can  you  find  as  quickly  and 
easily,  or  at  lower  cost,  each  stock's  per 
share  Performance  Record  over  the  past 
12  key  years— essential  facts  and  figures 
you  as  an  investor  need  in  order  to  judge 
the  investment  value  of  stocks  you  own  or 
consider  buying. 


*A  /  Price  Range 

i"  I  Dividends 

,»      .  /  Stock  Splits 

•>  •  /  Earnings* 


1959-1970 
Each  Year' 

*1970  earnings  as  available  up  to  press  date 


BUy  \1  for  only  $2.75  ...  or  gef  if 
as  a  BONUS  with  this  $6  Offerl 

You  will  receive  the  Record  Book  plus  a  12-week  Trial  Sub- 
scription to  FINANCIAL  WORLD'S  Comprehensive  Invest- 
ment Service — developed  and  refined  through  FINANCIAL 
WORLD'S  more  than  68  years  of  successful  experience. 


A  $9.95  Value— Only  $6 


You  can't  determine  a  stock's  current  value 
unless  you  have  its  earnings  and  dividend 
records  of  previous  years;  and  you  can't  com- 
pare current  prices  with  former  prices  unless 
you  have  a  record  of  the  hundreds  of  stock 
splits  over  the  last  twelve  years. 


Valuable  Added  Feature 

TIk'  Sto<  k  Rt'cord  Book  al.'^o  coiitains  the  12- 
year  (1959-1970)  record  of  the  Le,\di.vg  Muti;al 
FrvDs  .      .  sliowinfc  ea<li  year'.*!: 

CAPITAL    GAINS    •    INVESTMENT    INCOME 
NET    ASSET    VALUE    •    SALES    CHARGES 


Here  arc-  lh<-  farls  you  nee<l  to  lu-lp  you  invest 
more  knowledgrubly  .  .  .  nior<-  inl<-lliK<'nlly 
.  .  .  more  prnfitaltly! 


12  Issues  of  FINANCIAL  WORLD,  Amer- 
ica'.s  pioneer  investment  weekly.  Fo- 
cu.scrl  on  Biving  you  .sound  stock  values, 
providing  continuous  direction  on  hun- 
dre<ls  of  issues.  Detailed  reports  on 
selected  .se<-urities  .  .  .  Company  and 
inrlustry  surveys  .  .  .  Market  outlook 
.  .  .  Developing  trends  .  .  .  Supervised 
groups  of  issues  for  every  investment 
goal  .  .  .  Mutual  Fund  Department  . 
F.verything  to  help  you  profit  in  any 
kind  of  market.  (}2  rnptex  :>l  the  matiu 
zme  alone  on  newsstand.  $7  20) 

3  MONTHLY  updated  supplements  of  "IN- 
DEPENDENT APPRAISALS'  of  up  to  1,900 
li.',te<i  slocks,  detailed  digests  of  prices, 
earnings,  dividends— plus  our  own  HAT- 
IN{;S  of  investment  value.  (Similar 
guides  would  cost  up  to  $24  a  year.) 

ADVICE-BY-MAIL  as  often  as  once  a  week 
lor  12  week.s— our  best  opinion  on 
whether  to  buy.  sell,  hold  any  listed 
slock  you  inquire  about  that  interests 
you  at  the  particular  time.  (Not  auail- 
ahle  alone  at  any  price.) 


"FINANCIAL  WORLD": 

Dept.  FB-31,  17  Battery  Place,  New  York,  N.  Y.  10004    | 


T*^/-- 


For  payment  enclo.sed  please  enter  my  order  for: 

Copies  of  your  new  1959-1970  Stock  Record  Book  at  $2.75  each. 


D  12-Weeks'   Trial  Subscription  to  FINANCIAL  WORLD'S  complete  in-     | 
vestment  service  including  Stock  Record  Book — all  for  $6. 


Name.. 


Address.. 


City 


State 

This  subscription  is  not  assignable. 


Zip 


Take  Your  Choice  But  Act  Now! 

Only  one  edition  of  the  Stock  Record  is 
published  each  year  and  the  supply  is  lim- 
ited. So  whether  you  buy  the  new  Stoclc 
Record  Book  or  get  it  as  a  BONUS  with  a 
12-week  trial  subscription  to  FINANCIAL 
WORLD  and  its  Added  Services,  be  sure 
to  order  at  once.  Fill  out  and  mail  the  cou- 
pon today  to  assure  delivery  without  delay. 

Absolute  money-back  guarantee  if  not 
satisfied  within  30  days. 
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MONEY 
GROWS 
FASTER 
IN  MEXICO 


Contact  us  for  information  on 
Mexican  investment  opportunities. 
Supervised  accounts  offer 
unusual  possibilities  for  capital 
growth  or  secure  monthly  income 
at  rates  in  excess  of  what  may 
now  be  available  to  you.  At  no 
obligation,  write:  E.  C.  Latham, 
President,  Mexletter  Investment 
Counsel,  Hamburgo  165, 
Mexico  6,  D.  F.,  Mexico. 

MEXLEHER 


phelps 
daduB 

142nd  CONSECUTIVE 
QUARTERLY  DIVIDEND 

The  fioard  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  52Vif  per  share  on 
its  capital  stock,  payable  March 
10,  1971,  to  stockholders  of 
record  at  the  close  of  business 
on  February  79,  1971. 

R.  D.  BARNHART, 

Treasurer. 
New  York,  N.Y. 
February  3, 1971 


OWN  A  PROFITABLE 


DELUXE  CAMPGROUND 

Bccom*  o  iuccAttfu)  mambar  of  KOA,  th'^  lorgest 
internationol  s/t!«ni  of  d«lux«,  family  comp- 
groundi.  Caih  in  on  th*  booming  leisuro/rocroo- 
lion  businais  Ovst  SO  million  Amoricant  or* 
comping!  Mod«it  invoiimont  brings  instant  cash- 
flow and  strong  uarnings.  National  publicity  and 
oclvertising.  Proven  operating  methods.  Choice 
sites  still  avolloble  For  free  informotion  at  no 
obligollon.  write:  Kcimpgrounds  of  America,  Inc., 
P.  O.  Box  1138-F,  Billings,  Montana  59103. 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Thunder  In  Paradise? 


Happy  days  were  here  again  during 
the  first  half  of  February.  Common 
stock  prices,  it  seemed,  were  irrevoca- 
bly outward  bound  and  investors  were 
falling  all  over  themselves  to  get 
aboard.  And  why  not?  After  all.  Presi- 
dent Nixon's  budget  message  had  set 
out  targets  for  a  1971-72  economy 
that,  if  realized,  would  mean  nothing 
short  of  a  boom-type  recovery.  In- 
vestors seemed  suddenly  to  recall  that 
it  was  Washington's  power  to  manip- 
ulate the  economy  which  had  pro- 
duced the  bear  market  and  the  re- 
cession—and which  they  had  ignored 
too  long,  at  terrific  cost.  Now  that 
the  same  power  was  being  mustered 
to  expand  the  economy  afresh,  a 
burnt  child's  logic  called  for  going  all 
out  in  relying  on  its  efficacy. 

Far  be  it  from  me  to  belittle  this 
logic;  it  served  this  column  in  good 
enough  stead  toward  the  end  of  1968 
and  in  1969,  when  the  Federal  Re- 
serve Board  kept  insisting  that  it  was 
going  to  squeeze  both  the  economy 
and  the  stock  market.  But  now,  I 
want  to  hear  the  word  from  the  Fed. 
No  representative  of  the  Board  has, 
up  to  press  time,  come  along  to  say 
that  the  money  supply  this  year  will 
be  made  to  grow  at  a  7%-8%  annual 
rate.  The  Administration  keeps  trum- 
peting that  this  is  needed  if  budget 
targets  are  to  be  met  and  if,  accord- 
ingly, the  economy  is  to  expand  rap- 
idly enough  for  "full  employment"  to 
be  approached  by  mid- 1972.  Don't 
misunderstand:  I'd  be  surprised  if 
money  growth  failed  to  average 
around  7%  in  1971.  But  I  wonder 
whether  the  Fed  will  make  a  promise 
to  that  effect  until  there  is  better  evi- 
dence of  dimini.shing  inflation. 

Meanwhile,  money  growth  was  al- 
most negligible  in  the  December-Jan- 
uary period.  Granted,  this  may  not 
mean  very  much  because  some  pick- 
up in  loan  requirements  and,  with  it, 
a  new  revival  of  money  growth  are 
probably  inevitable  during  the  next 
few  months  as  business  recovers  un- 
der the  stimulus  of  seasonal  factors, 
combined  with  post-strike  GM  pro- 
duction and  pre-strike  steel  stockpil- 
ing. But  a  real  drive  to  gear  money 
growth  up  to  a,  say,  1%  average  for 
the    year   may    not    materialize    until 

Mr.  Schuiz  is  a  partner  In  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


.  these  stimuli  subside.  And  until  then, 
investors  may  have  to  wonder  wheth- 
er the  Fed  is  really  backing  White 
House  ambitions  for  the  economy. 

For  the  intermediate  term,  this 
could  very  well  signify  that  the  stock 
market's  recovery  had  run  too  far 
ahead  of  events  when  the  Dow  was 
nudging  the  890s  as  mid-February 
approached.  At  that  point,  the  much 
broader-based  Standard  &  Poor's  in- 
dustrials (about  107)  were  going  for 
almost  19  times  annual  earnings  in 
the  third  quarter  of  1970  (seasonally 
adjusted).  Assuming  that  the  annual 
earnings  rate  for  this  index  will  be 
about  15%  higher  by  the  fourth  quar- 
ter of  1971,  the  S&PI's  "current"  mul- 
tiple was  about  16— not  excessive,  but 
perhaps  prematurely  liberal,  consider- 
ing that  a  15%  gain  in  corporate  earn- 
ings is  not  really  a  sure  thing  yet. 

Be  Pafi'enf 

While  I'm  perfectly  willing  to  as- 
sume that  earnings  will,  in  the  event, 
stage  a  dramatic  percentage  recov- 
ery, right  now  I'm  uncomfortably  im- 
pressed by  the  fact  that  stock  prices 
have  been  climbing,  on  average,  at 
rates  that  seem  unsustainable.  From 
mid-November  to  early  February,  the 
Dow  rose  at  an  annual  rate  of  more 
than  80%;  in  the  two  weeks  through 
Feb.  8,  at  a  rate  equal  to  more  than 
110%— too  great  for  the  "stalling 
point"  to  be  very  far  off. 

Moreover,  the  buying  stampede  had 
carried  the  average  through  the  up- 
per parallel  of  an  unusually  steep  up- 
trend channel,  which  is  usually  the 
symptom  of  an  at  least  temporarily 
overextended  advance.  And  at  the 
same  time,  the  rate  of  net  selling  on 
the  odd-lot  sector  had  begun  to  level 
off  from  an  unprecedentedly  sharp 
rise— another  straw  pointing  to  a  slow- 
down in  the  general  market's  uptrend. 
In  the  wake  of  the  Dow's  extraordi- 
nary November-February  rate  of  gain, 
such  a  slowdown  should  call  for  ei- 
ther an  unusually  wide  reaction  or  for 
an  unusually  prolonged  phase  of  trad- 
ing-range consolidation.  Accordingly, 
I'm  wondering  quite  seriously  wheth- 
er reaction  risks  now  mav  not  be  near- 
er, say,  7%-10%  than  4%  (DJI);  in 
any  case,  I  think  investors  might  do 
well  to  be  patient  about  committing 
reserve  buying  power.   ■ 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


A  Questionable  Bargain  In  Bonds 


Recent  action  on  the  New  York 
Stock  ELxchange,  especially  volume, 
has  been  impressive.  The  most  ac- 
ceptable explanation  is  that  institu- 
tions are  taking  their  sizable  profits  in 
bonds  and  reinvesting  in  stocks. 

Easier  money  at  lower  interest  rates 
unquestionably  calls  for  a  sigh  of  re- 
lief. However,  I  quote  once  again  my 
mentor,  John  Maynard  Keynes,  who, 
when  discussing  easy  money  available 
at  lower  rates,  said,  "You  can  take  a 
horse  to  the  water,  but  you  can't 
make  him  drink."  Easy  money  and 
lower  interest  rates  do  not  necessarily 
produce  higher  profits. 

Bankruptcies  are  a  painful  occur- 
rence. Our  Penn  Central  is  a  good 
case.  England,  apparently,  did  not 
want  to  be  outdone  by  the  American 
example,  and  the  most  prestigious  of 
British  companies,  Rolls-Royce,  now 
finds  itself  in  receivership.  There 
would  be  no  difiBculty  in  finding  some- 
one to  take  over  the  motor  car  division 
of  this  ailing  company.  Even  General 
Motors  would  be  happy  to  make  a 
bid  for  it.  But  Rolls-Royce  still  rep- 
resents the  hallmark  of  British  engi- 
neering excellence,  and  the  British 
Board  of  Trade  will  undoubtedly  see 
that  it  remains  in  English  hands.  It  is 
the  aircraft  engine  division,  by  far  the 
most  important  segment  of  the  com- 
pany, which  is  ailing,  and  where  prob- 
ably no  other  course  remains  but  for 
the  British  government  to  take  it  over 
(at  least  for  the  time  being) . 

A  Tiariit  Legacy? 

In  discussing  bankrupt  situations, 
what  could  possibly  be  more  bankrupt 
than  supposed  assets  wTitten  on  a 
beautiful  piece  of  paper,  representing 
the  debt  obligations  of  the  Tsarist 
Russian  government?  Yet  a  group  of 
investors,  the  Russian  Dollar  Bond- 
holders Committee  of  the  U.S.A.,  is 
making  a  determined  effort  to  con- 
vert these  pretty  pieces  of  paper  to 
real  assets,  backed  by  dollars  and 
cents.  This  committee  was  formed  in 
1964  to  protect  the  holders  of  Tsarist's 
bonds  in  the  event  of  a  genuine  en- 
tente with  Russia,  especially  in  the 
commercial  field. 

What  industrialization  did  take 
place  in  Russia  prior  to  the  October 
Revolution  was  largely  financed  by 
capital  provided  by  Western  Europe 


and,  to  a  lesser  extent,  by  the  U.S. 
The  railways  of  Russia  were  built  by 
equipment  supplied  by  Germany, 
England  and  France,  and  the  only 
way  Russia  could  pay  for  the  equip- 
ment was  by  floating  sizable  bond 
issues  in  this  country. 

The  latter  stages  of  Russian  par- 
ticipation in  World  War  I  were,  to 
some  extent,  financed  by  two  bond 
issues  made  in  the  U.S.  During  World 
War  II  Russia  received  lend-lease  aid 
to  the  tune  of  $11  billion.  Some  at- 
tempts have  been  made  to  settle  this 
last  item,  but  none  which  have  been 
satisfactory  to  the  U.S.  Government. 
With  increasing  trade  between  the 
U.S.S.R.  and  the  U.S.,  Russia  will 
have  to  seek  the  necessary  credit  ar- 
rangements to  finance  it.  Any  credit 
arrangements,  the  Bondholders  Com- 
mittee feels,  should  be  coupled  with 
negotiating  a  settlement  of  the  Rus- 
sian debt  in  the  U.S.  and  the  balances 
due  to  American  nationals  on  awards 
made  under  the  Foreign  Claims  Set- 
tlement Act. 

To  what  extent  anything  may  ever 
come  of  the  attempts  of  this  group 
remains  to  be  seen.  Some  of  the  com- 
munist satellites  have  negotiated  set- 
tlements with  European  bondhold- 
ers, and  the  U.S.S.R.  itself  has 
negotiated  payments  to  British  bond- 
holders *of  the  former  Baltic  states 
now  ruled  by  the  U.S.S.R.  It  would 
not  be  illogical  to  assume  that  before 
future  long-term  financial  cooperation 
between  the  East  and  West  could 
occur,  something  could  be  done  to  re- 
lieve this  almost  ancient  sore. 

Russian  Tsarist  bonds  are  currently 
traded  in  the  over-the-counter  market 
at  around  IJz.  It  should  be  remem- 
bered that  this  is  the  percentage  price, 
and  not  a  dollar  price  per  bond,  i.  e., 
a  $1,000  bond  costs  around  $15.  I 
would  hate  to  try  and  assess  to  what 
extent  a  purchase  of  these  bonds 
could  be  called  taking  an  intelligent 
business  risk.  At  the  worst,  one  can 
always  make  interesting  decorative 
pieces  from  these  bonds.  I  don't  in- 
tend to  disparage  the  efforts  of  the 
committee,  but  am  merely  trying  to 
make  sure  that  readers  understand 
that  a  $1,000  bond  selling  for  $15  is 
not  necessarily  a  bargain.  Let's  hope 
that  the  committee  will  have  some 
tangible  results  for  its  efforts.  ■ 


T.ROWE  PRIDE 
GROWTH  STOCK 
FUND,  IMC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center.  Dept.  A6 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  128 
A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
March  12,  1971  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  February  26, 1971. 

PETER  G.  SMITH 

Vice  President  and  Secretary 

Dated:  January  29, 1971 
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^he  Funds 


Dr.  Diebold's  Double  Discount 


DiEBOLD  Venture  Capital  Corp.,  a 
2M-year-old  closed-end  fund,  has 
been  selling  at  a  huge  discount- 
recently  ranging  from  44%  to  25% 
below  its  book  value  of  $11.29  per 
share.  "I  can't  remember  a  discount 
that  large,"  says  one  seasoned  Wall 
Streeter.  "The  market  is  saying  that 
something  in  Diebold's  portfolio 
can't  be  liquidated  at  book  value." 

"Ridiculous,"  retorts  John  Die- 
bold,  apostle  of  automation  and 
chairman  of  the  fund.  "If  we  just 
traded  at  book  value,  there  would 
be  a  substantial  discount.  We  have 
a  double  discount,  so  there  is  sim- 
ply no  way  that  our  book  value 
could  be  overstated." 

A  double  discount?  "Yes,"  asserts 
Diebold.  "First,  there  is  the  obvious 
discount  of  our  market  price  [re- 
cently about  8/2  per  share]  from 
our  book  price.  Then  there  is  the 
discount  of  our  book  price  from 
whatever  is  the  true  and  much 
higher  value  of  our  venture  capital 
investments." 

The  fund  has  41  such  invest- 
ments, carried  on  the  books  at 
$11.8  million  vs.  a  cost  of  $11.3 
million.  John  Diebold  contends  that 
the  real  value  of  these  investments 
will  be  much  higher,  once  the  suc- 
cessful companies  among  them  go 


public.  "We  write  down  our  fail- 
ures immediately,"  he  explains, 
"even  those  we  expect  to  get  some- 
thing back  on.  But  our  successes 
are  mostly  carried  at  cost  until  the 
morning  of  the  day  they  go  public." 

How,  then,  to  explain  those  huge 
discounts?  Diebold  offers  three  ex- 
planations: some  mistakes,  original 
investors  who  expected  too  much 
too  soon  and  a  totally  unfavorable 
climate  for  high-technology  ven- 
ture-capital stocks.  Further,  he 
notes,  Goodbody  was  a  bigger 
booster  of  the  fund,  before  Good- 
body's  merger  into  Merrill  Lynch. 

Diebold,  however,  is  glad  he  did 
many  things  just  as  he  did  them. 
Had  he  not  made  Diebold  Ven- 
ture a  closed-end  fund,  he  might 
be  facing  a  fatal  redemption  prob- 
lem. Diebold  is  also  content  with 
his  decision  not  to  double  the  size 
of  the  fund's  $27.5-million  initial 
offering  in  1968,  which  was  urged 
by  Kidder,  Peabody,  one  of  the 
underwriters.  As  it  was  he  had  too 
much  to  invest  in  venture  situations 
and  turned  to  other  areas,  like  let- 
ter stocks. 

"The  greatest  loss  of  capital 
($3.7  million)  has  been  in  the 
letter  stock  areas,"  John  Diebold 
says.   "We  got  caught  up  in  that 


Diebo/d  of  Diebold 


concept  just  like  everyone  else." 

But  in  one  respect  at  least.  Die- 
bold  can  be  said  to  be  taking  his 
medicine  like  a  man.  The  fund's 
unique  management  charge  was  a 
$l-million  fee,  payable  only  after 
the  fund  had  risen  to  $35  million 
in  value  and  remained  there  for 
six  months.  With  the  decline  in  the 
meantime,  assets  must  soar  by 
115%  before  that  first  million  can 
be  collected.  But  to  his  credit,  Die- 
bold,  unlike  some  fund  men,  has 
not  proposed   changing  the  rules. 


Spins  of  ttie  Wlieel 


For  the  investor  a  special  situa- 
tions mutual  fund  offers,  frankly,  all 
the  attraction  of  putting  his  chips 
on  the  spin  of  a  roulette  wheel. 
For  the  portfolio  manager  it  can  be 
just  as  risky:  If  the  numbers  don't 
come  up  the  shareholders'  way,  the 
house  quickly  changes  croupiers. 

Take  the  recent  history  of  Chan- 
ning  Special  Fund,  a  New  York- 
based  special  situations  outfit  with 
as.sets  of  close  to  $109.9  million.  In 
1967's  bull  market  Channing  Spe- 
cial's net  asset  value  rose  from 
$2.26  to  $3.47  per  share.  Those 
numbers  were  hard  to  beat.  The 
next  years  were  a  different  matter. 
Channing  Special  lost  all  the 
ground  it  gained  in  1967.  And  then 
some.  By  the  end  of  1970  the  asset 
value  had  tumbled  to  $1.61.  Re- 
sult: five  diffeient  portfolio  man- 
agers over  that  four-year  period. 

The  1967  gain  was  primarily  the 


work  of  Arthur  Reynolds,  a  go-go 
style  money  manager.  But  Reyn- 
olds got  out  while  he  was  ahead, 
transferred  late  in  1967  to  a  bigger 
Channing  fund,  Channing  Growth. 

His  replacement  was  Robert  C. 
Waggoner,  an  ex-oil  stock  analyst 
from  Calvin  Bullock.  Waggoner 
had  done  well  with  Channing  Spe- 
cial in  the  last  half  of  1967  but  only 
got  Channing  Special  up  by  21%  in 
1968— which  was  small  stuff  for  a 
go-go  fund  in  a  go-go  year.  "In 
1967  we  had  the  right  man  with 
the  right  policy  for  that  year,"  says 
Thomas  Martin,  then  president  of 
the  Channing  group  of  funds.  "But 
in  1968  we  weren't  in  the  letter 
stocks  and  the  new  issues  that 
made  big  profits  for  others."  So  in 
spite  of  the  21%  gain,  Robert  Wag- 
goner left  early  in  1969,  shortly 
after  the  Channing  group  was  ac- 
quired by  American  General  In- 
surance, the  big  Houston  insm-ance 
holding  company. 

Within  a  year  Martin  was  gone, 


too,  to  form  his  own  money  man- 
agement outfit,  Falcon  Capital.  But 
before  he  left  he  brought  in  an- 
other portfolio  manager  for  Chan- 
ning Special,  Edwin  Tullis,  an  ex- 
institutional  salesman  at  Mitchell 
Hotchins  &  Co.,  who  had  been  an 
assistant  portfolio  manager  under 
Reynolds  at  Channing  Growth. 

Tullis  got  run  over  by  the  big 
bear.  In  the  general  market  de- 
cline of  1969,  the  fund's  net  asset 
value  slipped  from  $4.24  per  share 
to  $2.77.  By  May  of  1970  he, 
too,  was  gone.  "The  thing  that 
broke  our  back  was  the  Cambodian 
invasion,"  grieves  Tullis.  "I  would 
have  liked  to  have  been  more 
in  cash  at  the  time,  but  we  had  all 
those  locked-in  situations." 

Locked-in  situations?  "I  inherited 
the  same  kind  of  stocks  in  1969 
that  had  made  the  big  profits  in 
1967,"  says  Tullis— among  them 
were  such  companies  as  Four  Sea- 
sons, R.  Hoe,  Benguet,  and  Del- 
tona.  "We  faced  an  inability  to  sell 
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them  in  1970;  there  were  no  bids." 

At  the  time  of  Tullis'  departure 
American  General  brought  in  Har- 
ry B.  Freeman  to  replace  Martin  as 
president  of  the  Channing  fund 
group.  Freeman,  formerly  head  of 
Engelhard  Minerals  &  Chemical 
Co.'s  pension  fund,  in  turn  brought 
in  not  one  but  two  new  portfolio 
managers  for  Channing  Special. 
One  was  29-\ear-old  Ronald  Zuc- 
ker,  who  had  done  well  as  a  man- 
ager at  Channing  Balanced  Fund; 
the  other  was  24-year-old  James 
Awad,  who  had  come  to  Chan- 
ning as  an  analyst  the  year  before, 
fresh  out  of  Har\ard  Business 
School.  Freeman  gave  about  $70 
million  of  the  fimd's  assets  to  Zuc- 
ker  and  $15  million  to  Awad. 

Zucker's  strategy  was  to  "up- 
grade" the  fund  out  of  "glamour 
situations"  and  into  "depressed 
stocks."  That  meant  buying  more 
solid  issues  whose  multiples  had 
been  beaten  down  in  last  May's 
market  collapse:  IBM,  Burroughs, 
CD.  Searle,  Swift,  Revlon. 

Awad's  strategy  was  a  bit  more 
adventurous.  "I  wasn't  interested 
in  batting  for  singles,"  he  says,  with 
issues  like  IBM  and  Searle.  "Nor  did 
I  want  to  try  for  home  runs  like 
fund  managers  had  in  1967  and 
1968.  I  tried  for  two-base  and 
three-base  hits."  He  bought  "young 
companies  nobody  knows  that 
much  about,  like  Standard  Brands 
Paint,  Lomas  &  Nettleson  Financial 
Corp.  and  Lafayette  Radio." 

By  the  end  of  1970  Channing 
Special's  net  asset  value  was  down 
41%  for  the  year.  All  of  the  decline, 
however,  had  occurred  before  Zuc- 
ker  and  Awad  took  over  late  in 
May.  From  then  to  the  year's  end 
Awad's  share  of  the  portfolio  went 
up  40%  and  Zucker's  rose  10%.  It 
'  was  great  timing:  You  didn't  have 
to  be  a  genius  to  buy  stocks  in  May, 
when  prices  were  low,  and  have  a 
profit  by  the  year's  end;  even  the 
Dow  Jones  industrial  average  rose 
23%  over  the  period.  Anyhow,  re- 
sults count,  and  Freeman  decided 
to  split  the  fund's  total  portfolio 
50-50  between  the  two  men. 

Will  the  new  managers  last  long- 
er than  the  old?  "I  don't  believe 
there  is  a  man  for  all  seasons,"  says 
Freeman.  "I  expect  one  to  do  bet- 
ter in  up  markets  and  another  to  do 
better  in  down  markets.  The  two 
should  balance  out." 

If  they  don't— well,  Freeman  can 
always  try  a  new  croupier.  ■ 
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already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
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to  be,  you  may  return  the  material  we  send  you  within  30  days 
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Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
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If  youVe  lost  money 

in  the  stock  market, 

read  this: 

Is  your  portfolio  worth  less  right  now  than  it  was  a  year  ogo? 

Then  perhaps  you  ought  to  abandon  the"clo-it-yourself"approach 

in  favor  of  full-time  professional  investment  management— the  kind 

offered  by  Wallace  Forbes  &  Partners. 

Our  program  was  developed  by  Wallace  Forbes, former  President  of 

the  Forbes  Investors  Advisory  Institute.  It  offers  the  person  with  from 

$10,000 -$150,000  to  invest  the  advantages  which  have  traditionally 

been  available  only  to  institutional  investors  and  the  extremely  wealthy 

For  further  information,  write  for  a  complimentary  copy 

of  our  1 2-page  brochure. 

I 1 

I  Gentlemen:  Please  send  me  your  brochure. 


Name- 


I  Address- 
I  City 


State. 


.Zip. 


Wallace  Forbes  &  Partners,  Inc. 

Investment  Management 
Dept.  U7, 2  West  45  St.,  New  York,  N.Y.  10036  Tel.  MO  1-7610 


WHICH  FUHDS  WERE 
TOP  PERFORMERS?? 

FundScope,  the  national  monthly  mutual 
fund  magazine,  takes  a  cold  hard  look  at 
the  performance  records  of  454  mutual 
funds  and  comes  up  with  some  eye-open- 
ing data.  Included  in  these  performance 
tables  are  so-called  Go-Go  funds,  No-Load 
funds  and  funds  little  known  except  to 
professional  investors. 

This  dynamic  March  issue  gives  you 
performance  results  for  each  mutual  fund 
and  the  TOP  10%  IN  PERFORMANCE  and 
the  BETTER-THAN-AVERAGE  and  BELOW- 
AVERAGE  performers  for  each  year  since 
1963.  You  may  be  surprised  to  learn  that 
only  two  funds  hit  the  TOP  10%  in  five  of 
the  eight  years,  one  fund  made  the  TOP 
10%  in  four  of  the  eight  years,  twelve 
funds  made  the  TOP  10%  in  three  of  the 
eight  years.  FUNDSCOPE  NAMES  ALL 
THESE  FUNDS  as  well  as  the  above-aver- 
age performers  for  each  of  the  8  years. 

SPECIAL  BONUS  OFFER 

(new  trial  subscribers  only) 

Send  just  $17.00  for  a  3-montti  (March-April- 
May)  trial  subscription  to  FundScope,  a  ttiinking 
nnan's  guide  to  mutual  funds.  Includes  Fund- 
Scope's  Annual  APRIL  1971  MUTUAL  FUND 
GUIDE  —  a  400-page  book  with  all  the  vital  infor- 
mation you  need  on  over  400  funds.  (THIS 
GUIDE  ALONE  SELLS  FOR  $15.00.) 
ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 

FundScope,  Dept.  F-1 1,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Ca.  90067 


Pennzoil 
United 

DIVIDEND  NOTICE 


The  following  dividends  have  been 
declared: 

200  per  share  on  the  Common  Stock 
of  the  Company  payable  March  15, 
1971  to  stockholders  of  record  at  the 
close  of  business  on  February  26, 1971. 

33V3  0  per  share  on  the  Sl.SSVa  Cumu- 
lative Preference  Common  Stock  of  the 
Company  payable  on  April  1,  1971  to 
stockholders  of  record  at  the  close  of 
business  on  February  26,  1971. 

39%0  per  share  on  the  Sl.SSVa  Cumu- 
lative Preference  Common  Stock  of  the 
Company  payable  on  April  1,  1971  to 
stockholders  of  record  at  the  close  of 
business  on  February  26,  1971. 

R.  B.  BERRYMAN 
Corporate  Secretary 

February  11,  1971 

Pennzoil  United,  Inc. 
900  Souttiwest  Tower 
Houston,  Texas  77002 


READERS  SAY 


(Continued  from  page  9) 

ing  way  out  of  the  dilemma  they  have 
both  inherited  and  fueled  for  further 
dollar,  erosion.  If  we  don't  derive  some 
incomes  policy  soon,  we  may  be  threat- 
ened with  a  taste  of  German,  French 
and/or  South  American  inflation  where 
land,  gold  and  other  strategic  "things" 
were  the  only  valuable  asset.  We  live 
under  a  system  which,  properly  tended, 
looked  after  and  modified  for  continuous 
improvement,  will  continue  to  give  us 
the  best  results  of  any  system  yet  de- 
vised by  man. 

— Stillman  M.  Frankland 
Long  Beach,  Calif. 

Mislabeled 

Sir:  On  page  47  of  your  issue  for  Jan. 
15,  there  is  a  tabulation  of  distributions 
in  the  latest  12  months  by  a  list  of 
closed-end  funds.  This  is  divided  into 
two  sections,  labeled  "Capital  Gains"  and 
"Investment  Income,"  respectively.  It 
would  appear  that  the  latter  title  is  in- 
correct and  should  really  have  been  "To- 
tal Distributions."  Thus,  in  the  12  months 
ended  Dec.  31,  1970,  The  Adams  Ex- 
press Co.  paid  out  52  cents  of  investment 
income  and  72  cents  of  capital  gains  for 
a  tota/of  $1.24. 

— W.D.  MacCallan 

Vice  President, 

The  Adams  Express  Co. 

New  York,  N.Y. 

While  the  figures  were  correct,  they 
were  incorrectly  labeled.  The  fourth  col- 
umn should  have  been  titled  "Total  Dis- 
tributions"—Ed. 

The  Shame  of  It 

Sir:  It  was  rewarding  to  read  "Can 
the  Transistor  Save  the  Arts?"  (Forbes, 
Jan.  15).  What  was  lacking,  however, 
was  any  sense  of  shame.  For  Americans, 
art  is  a  dispensable  commodity.  The  level 
of  federal  funding  is  a  disgrace.  Culture 
has  always  been  the  last  of  national 
priorities.  So  it  is  only  fitting  that  our 
art  be  packaged  in  cassettes.  But  isn't 
anybody  ashamed? 

—Michael  Rothberg 
Berkeley,  Calif. 

Sir:  Your  commentary  on  the  perform- 
ing arts  was  superb.  New  York's  problem 
is  the  $100  scalpers'  prices  vs.  under  $10 
for  a  pair  of  good  seats  to  last  summer's 
London  performance  of  Hair.  Next,  why 
not  an  article  on  tlie  nonperforming  arts? 
You  might  start  by  giving  your  readers  a 
history  of  the  Forbes  collection  of 
Faberge. 

—Andrew  Rutter 
Tucson,  Ariz. 

While  the  history  of  the  Forbes  col- 
lection of  Faberge  is  not  yet  complete, 
The  Art  of  Carl  Faberge  by  A.  Kenneth 
Snowman  tells  the  Faberge  story  magnif- 
icently and  comprehensively— Ed. 
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Trends 

<&.  Tangents 

(Continued  from  page  8) 


lion.  Over  half  of  those  revenues  are 
estimated  to  come  from  abortions. 

Keeping  the  Habit 

Even  in  a  bust  economy,  quality- 
liquor  sales  are  up.  Apparently  the 
middle-  to  upper-middle-class  con- 
sumer clings  to  his  favorite  bottle 
even  though  he  has  to  give  up 
swimming  pools,  extra  cars  and 
custom  clothes.  Brand-name  co- 
gnacs (like  Courvoisier,  Hennessy, 
Remy  Martin),  cordials  (Tia  Maria, 
Cherry  Heering) ,  imported  whiskies 
and  table  wines  are  still  increasing 
in  sales.  Even  the  traditional  cele- 
bration wine— champagne— is  up 
5%,  with  more  expensive  brands 
topping  that.  One  survey  attributed 
the  nonswitch  in  buying  habits  to 
intensive  brand  loyalty  and  grow- 
ing markets  among  the  affluent  en- 
tertaining young.  Of  course,  it's  also 
possible  the  businessman  could  be 
drinking  to  forget. 

Gold  in  Garbage 

Garbage  can  be  considered  an 
asset,  but  only  if  municipalities  go 
in  for  total  recycling.  One  plan 
designed  to  accomplish  this,  devel- 
oped by  the  Aluminum  Association, 
will  take  in  garbage  at  one  end  and 
turn  out  salable  materials  at  the 
other.  For  instance,  aluminum  sep- 
arated from  ordinary  garbage  will 
bring  about  $200  a  ton.  Other  in- 
dustries such  as  paper,  glass  and 
iron  and  steel  have  indicated  that 
they  will  pay  for  similarly  re- 
claimed materials.  The  process 
promises  to  pay  for  a  city's  solid- 
waste  disposal  and  also  provide 
raw  materials  for  industry. 

Scrap  Can  Be  Beautiful 

Commercial  Metals  Co.  of  Dal- 
las calls  itself  the  "Metal  Merchant 
of  the  World"— a  fancy  way  of  say- 
ing it's  one  of  the  world's  biggest 
scrap  dealers.  It  buys  and  sells  all 
kinds  of  metals,  makes  stainless  al- 
loys and  copper  tubing,  even  dis- 
mantles old  railroads  to  get  the 
track.  A  glamorous  business  it's  not, 
but  growing  and  profitable  it  is.  In 
the  last  four  years  aplar  have  dou- 
bled to  $288  milli«,  while  profits 
rose  more  than  60%  to  $3  million. 
That  may  be  only  a  1%  margin, 
but  it  represents  a  respectable  14% 
on  shareholders'  equity.  ■ 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


A  fulsome  praise  does  go  a  long 
way.  You  don't  need  too  much  of  that, 
because  the  first  thing  you  know  you 
begin  to  believe  it,  and  that  is  bad. 

— Erskuste  Caldwell 


The  praises  of  others  may  be  of  use 
in  teaching  us,  not  what  we  are,  but 
what  we  ought  to  be. 

—August  Hare 


All  sorts  of  allowances  are  made 
for  the  illusions  of  youth;  and  none, 
•or  almost  none,  for  the  disenchant- 
ments  of  age. 

—Robert  Lows  Stevens()\ 


How  my  achievements  mock  me! 

—Shakespeare 


Applause  abates  diligence. 

—Samuel  Johnson 


Youth    is    the    opportunity    to    do 

something  and  to  become  somebod> . 

—Theodore  T.  Mungeh 


I  envy  that  man  who  passes 
through  life  safely,  to  the  world  and 
fame  unknowm.  —Euripides 


Success  has  ruin'd  many  a  man. 

—Benjamin  Franklin 


To  know  the  pains  of  power,  we 
must  go  to  those  who  have  it.  To 
know  its  pleasures,  we  must  go  to 
those  who  are  seeking  it.  The  pains 
of  power  are  real,  its  pleasures  imag- 
inary. —Caleb  Colton 


If  fame  is  only  to  come  after  death, 
I  am  in  no  hurry  for  it.         —Martial 


Fame  is  but  the  breath  of  people, 
and  that  often  unwholesome. 

—Thomas  Fuller 


There  is  no  limit  to  the  good  a 
man  can  do  if  he  doesn't  care  who 
gets  the  credit.      — Judson  B.  Branch 


It  would  be  a  kind  of  ferocity  to  re- 
ject indifferently  all  sorts  of  praise. 
One  should  be  glad  to  have  that 
which  comes  from  good  men  who 
praise  in  sincerity  things  that  are  real- 
ly praiseworthy. 

—Jean  de  la  BRUviRE 


Success   is   the   reward  for  accom- 
plishment. —Harry  F.  Bantjs 


B.  C.  FORBES 

When  we  are  young—and 
some  of  us  never  get  over  it— we 
are  apt  to  think  that  applause, 
conspicuousness  and  fame  con- 
stitute success.  These  things 
don't.  They  are  only  the  trap- 
pings, the  trimmings  of  suc- 
cess. Success  itself  is  work,  the 
achievement  that  evokes  these 
manifestations.  Not  the  prize, 
but  that  which  enters  into  the 
winning  of  it  is  what  constitutes 
success.  And  the  man  or  woman 
who  values  the  applause  more 
than  the  effort  necessary  to  elicit 
it  is  not  apt  to  be  deafened  by  it 
—at  least  not  for  any  great 
length  of  time.  Concentrate  on 
your  work  and  the  applause 
will  take  care  of  itself. 


If  I  die  prematurely,  at  any  rate  I 
shall  be  saved  from  being  bored  by 
—Samuel  Butler 


mv  own  success. 


In  fame's  temple  there  is  always  to 
be  found  a  niche  for  rich  dunces, 
importunate  scoundrels,  or  successful 
butchers  of  the  human  race. 

— JoHANN  Zimmerman 


Those  who  make  the  most  of  their 
time  make  the  most  money. 

—Arnold  Glasow 


A  work  of  real  merit  finds  favor  at 
last.  —Amos  Bronson  Alcott 


We  should  allow  others'  excellences, 
to  preserve  a  modest  opinion  of  our 
own.  —Isaac  Barrow 


Don't  let  ambition  get  so  far  ahead 

that  it  loses  sight  of  the  job  at  hand. 

—William  Featheh 


The  man  who  does  not  give  to  busi- 
ness what  honest  business  deserves— 
his  best— is  failing  in  his  duty.  He 
may  succeed  in  a  measure;  but  his 
success  is  always  less  than  it  might 
have  been,  and  is  of  a  kind  that  will 
disappear  under  pressure. 

—James  Cash  Penney 


Winning  isn't  everything,  but  want- 
ing to  win  is.  — ViNCE  Lomb.\rdi 


A  Text  .  .  . 


Sent  in  by  Williani  A.  Schilling:, 
Dallas.  Pa.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


He  that  followeth  after  righteousness 
and  mercy  findeth  life,  righteousness, 
and  honour.  —Proverbs  21:21 
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Meshulam  Riklis:  What  Makes  Rapid  Run 
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e^^  WORKING  TO  SWEETEN  THIS  BABY'S  BREATh 


UOP  is  deeply  involved  in 
finding  ways  to  eliminate 
automotive  pollution— 
economically— for  both  in- 
dustry and  consumers. 

For  the  automobile  industry 
UOP  has  developed  a  muffler- 
like catalytic  converter  for 
cars  using  lead-free  gasoline. 
It  cleanses  the  exhaust  of  up 
to  90";,  of  the  nitrogen  oxides, 
carbon  monoxide  and 
unburned  hydrocarbons. 


meeting  all  published 
government  standards. 

Since  catalytic  converters 
operate  at  maximum  efficiency 
with  lead-free  gasolines,  UOP 
has  developed  economical 
refining  processes  for  the 
petroleum  industry  to  produce 
unleaded  gasolines  with  octane 
ratings  matching  existing 
regular  and  premium  fuels. 

Thus  UOP  keeps  up  with 
the  changing  times,  moving 
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forward  on  two  fronts  agains 
the  mounting  crisis  of 
automotive  pollution. 

UOP  is  the  nation's  leadinj 
supplier  of  processes  and 
technology  for  the  petroleumi 
industry  to  produce  automoti'. 
fuels  and  for  desulphurizing 
other  petroleum  products.  In 
a  related  area  the  company 
manufactures  a  broad  line  i 
industrial  air  and  water 
pollution  control  equipment. 
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30  Algonquin  Road, 
Des  Plaines,  Illinois  60C 
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Not  exactly  non-stop. 

You'll  have  to  pick  up  a  space  capsule 
at  Cape  Kennedy. 

But  Greyhound's  bus  lines  will  get  you 
to  Kennedy. 

(In  fact,  every  day  we  travel  a  distance 
equal  to  five  moon  trips.) 
Our  Florida  Parlor  Car  sightseeing 
buses  will  show  you  the  highlights  at 
the  space  center. 

And  what  you  see  could  be  a  Mercury 

capsule  delivered  by  Greyhound  Van 

Lines. 

Or  some  space  equipment  dreamed 

up  with  the  help  of  our  subsidiary, 

Consultants  and  Designers. 

There's  just  no  telling  where  The  Dog 
will  show  up  next. 

But  one  thing's  for  certain,  the  sky's 
no  limit. 


In  space  planning,  too,  we've  got  more  going  for  you. 
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in  sides  and  metal  top  do  nd 
a  lock  box  make. 
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You  know  what  really  makes  a  lock  box:  a  collection  program  that's  fast 
enough  to  give  you  maximum  use  of  incoming  funds.  It's  a  post  office 
box  in  the  right  city  with  service  from  the  right  bank. 

In  the  Southeast,  Atlanta  is  the  city.  Positioned  strategically  in  the 
center  of  the  nation's  fastest-growing  region.  With  excellent  air  and 
postal  service,  most  incoming  business  mail  is  assured  same-day  de- 
livery. Which  means  dollars  and  cents  in  any  mailtime  consideration. 

And  when  in  Atlanta,  do  as  80  of  Fortune's  top  1 00  do.  Deal  with  C&S, 
the  biggest  bank  in  the  Southeast.  Each  month  C&S  processes  more 
than  1,200,000  items  (or  $600,000,000  for  over  290  lock  boxes).  Our 
officers  have  the  experience  and  authority  to  act,  to  innovate. They  have 
the  flexibility  to  work  out  a  program  which  is  uniquely  tailored  for  you. 
The  Citizens  and  Southern  National  Bank. 


Let  us  show  what  we  can  do  for  you. 
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Contact  :.ne  of  our  b  ;  kers  to  learn  more  about  cash  mobilization— and  our  other  corporate  banking  services. 

East  of  the  Mississippi  call  Walter  F.  Reames  in  New  York  (212)  753-1880.  Richard  Carpenter  in  Atlanta  (404)  588- 
2253  Wo-.t  of  ih.-.  Mississippi  Peter  A.  Smith  in  Los  Angeles  (213)  388-0488.  Peter  Isop  in  Atlanta  (404)  588-2275. 
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The  one  on  your  left  is  also  one  of  our  copies. 
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The  one  on  the  right  may  be  more 
familiar  to  you— but  the  one  on  the  left 
goes  over  big  with  engineers,  architects 
and  draftsmen. 

It  comes  from  a  printer  we  make 
that  turns  out  copies  18  inches  wide  by 
as-long-as-you-want  long.  In  case  you 
have  plans,  say,  for  a  mile-long  ship. 

Which  may  be  an  unusual  way  to 
copy  things,  but  not  our  only  unusual 
one. 

We  have  accessories  that  allow 


our  duplicators  to  automatically  feed 
themselves  originals.  Then  slit  or 
perforate  the  copies.  Or  even  collate 
them  automatically  for  you. 

We  have  microfilm  printers  that 
make  small  things  bigger,  and  other 
machines  that  take  big,  oversized 
documents  and  make  them  smaller  for 
easier  handling. 

All  on  ordinary,  unsensitized  paper. 

We  have  over  20  copiers, 
duplicators  and  printers,  in  all.  To  fit 


exactly  the  size  or  shape  problem  you 
have. 

Our  help  doesn't  end  with  the 
machine  you  choose.  We  have  a  full  line 
of  supplies  that  are  engineered,  tested 
and  retestcd  so  you  get  the  most  out  of 
your  machine. 

And  a  highly  skilled  team  of  Xerox 
people  to  make  the  machines  and 
supplies  deliver  the  kind  of  performance 
you  (and  we)  expect  of  them. 

That's  the  long  and  short  of  it. 


XEROX. 


w  Phantom  is  a  big  part  of  Free  World  defense. 
But  defense  is  only  part  of  our  story. 


If  you  think  of  McDonnell  Douglas  as  a 
government  contractor,  you're  partly  right, 
because  about  half  of  our  business  is  in 
defense  and  space.  But  our  backlog  is  as 
much  commercial  as  government  — a  balance 
achieved  through  diversified  product  lines, 
with  a  leader  in  each  line.  D  We  continue  to 
build  F-4  Phantom  fighters  for  first-line 
service  with  the  U.S.  and  eight  other  friendly 
nations.  At  the  same  time,  we're  producing 
"DC"  commercial  jetliners  for  every  airline 
need:  twinjet  DC-9s,  four-jet  DC-8s,  and 

our  new  wide-cabin 
DC-10,  thetri-jet 
favored  by  a  long 
list  of  leading 
airlines  as  the 
dominant  airliner 

of  the  next  decade.  D  The  promise 
of  continued  leadership  in 
jetliners  is  matched  by  the  bright 
promise  of  the  new  F-15  air 
superiority  fighter  we're  creating 
for  the  USAF.  New  major  defense 
systems  we're  readying  for  the 
'70s  and  '80s  include:  the  Army's 
Spartan  ABM  and  its  Dragon 
anti-tank  missile;  Navy 
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jet  trainers  and  Marine  attack  bombers;  and  Air 
Force  aeromedical  transports,  n  There  are  other 
standouts  In  bur  product  mix.  The  workshop  and 

airlock  for  Skylab, 
NASA's  next  manned 
space  program,  are 
taking  shape  for 
missions  in  1973.  Our 
Delta  launch  vehicles, 
satellite-orbiting  champs  of  the  space  age, 
continue  in  production.  And  we  have  design 
study  contracts  for  the  Space  Shuttle.  D  In 
electronics,  we  are  marketing  a  system  to  help 
end  mid-air  collisions  and  alert  aircraft  to 
hazardous  ground  obstacles.  In  still  another  field, 
our  McDonnell  Douglas  Automation  Company, 
backed  by  10  years'  experience  during  which  W6 
served  2,000  clients  nationwide, 
stands  among  the  leaders  in  the 
growing  data  services  industry.  D 
We're  doing  more  than  you'd  expe 
in  ways  you  might  not  expect. 
That's  the  other  part  of  the 
McDonnell  Douglas  story.  For  oun 
Annual  Report,  write  P.O.  Box 
^^     14526,  St.  Louis,  Missouri  63178. 
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Side  Lines 


The  Neglected  Who 

"Every  French  soldier,"  Napoleon  is  supposed  to  have  said,  "carries 
a  marshal's  baton  in  his  knapsack."  In  the  same  metaphorical  sense, 
most  American  executives  carry  the  key  to  the  chairman's  washroom 
along  with  their  credit  cards.  What  does  the  executive  find  when  he 
gets  the  key?  What  does  he  miss  if  he  doesn't  make  it? 

It  struck  the  editors  of  Forbes  that  while  dozens  and  dozens  of 
books  had  been  written  on  the  science  of  management  and  the  psy- 
chology of  management,  few  people  had  a  clear  idea  of  what  the  boss 
actually  does.  How  does  he  spend  his  day?  Do  big  organizations  run 
themselves  or  does  the  boss  really 
make  a  difference?  What  are  the 
different  styles  of  executive  leader- 
ship? Which  ones  work  best?  Is  the 
nature  of  the  job  changing?  If  so, 
how?  How  does  the  boss  bal- 
ance profit-and-loss  considerations 
against  such  matters  as  ecology  and 
social  conscience? 

Under  the  direction  of  Special  Re- 
ports Editor  Kenneth  Schwartz  a 
Forbes  editorial  team  has  been 
asking  these  very  questions  of  the 
top  men  in  American  business. 
Forbes,  of  course,  has  long  had 
an  unparalleled  and  continuing  dia- 
logue with  the  top  men  of  busi- 
ness, but  rarely  have  we  talked  at  such  great  length  with  so  many. 
This  report,  The  Men  at  the  Top,  will  appear  in  Forbes,  Third  An- 
nual Directory  Issue,  dated  May  15,  I97I. 

As  have  the  two  earlier  Directory  Issues,  this  one  will  measure  sta- 
tistically The  Dimensions  of  American  Business,  listing  the  top  500 
companies  in  each  of  four  categories— a  grand  total  of  well  over  800 
companies.  Taken  in  conjunction  with  our  Annual  Report  on  American 
Industry  {]an.  i)— another  special  service  of  Forbes— the  Directory 
Issue  provides  a  detailed  yet  convenient  and  analytical  picture  of 
American  business. 


As  we  said,  our  dialogue  with  top  busines.smen  is  a  continuing  one. 
Toward  the  middle  of  his  discussions  with  Forbes  Senior  Editor  Jim 
Cook,  the  subject  of  this  issue's  cover  story  (p.  24),  Meshulam  Riklis 
suddenly  said:  "Why  do  you  need  more?  You  could  probably  write  this 
interview  yourself." 

Replied  Cook:  "That's  just  it.  We  don't  want  to  invent  you." 
Many  days  later  Cook  emerged  with  the  facts  he  needed  to  put 
together  the  story,  and,  indeed,  he  did  not  invent  anything.  As  Cook 
puts  it:  "I  tried  to  avoid  glamorizing  him;  I  tried  to  avoid  cutting  him 
down  to  less  than  life."  The  Riklis  who  appears  in  the  article  is  all 
there:  the  ethnic  jokes  and  idiom,  the  urbane  intellectual  underneath, 
the  early  failures,  the  later  successes,  the  still  unanswered  questions. 
For  when  you  want  to  describe  what  is  behind  a  great  businessman's 
career,  the  essence  of  his  success,  you  can't  separate  his  methods  from 
his  personality  and  from  his  life-style.  Which  is  exactly  why  our  con- 
tinuing dialogue  with  the  top  leaders  of  U.S.  business  is  so  useful  to 
our  readers.  It  emphasizes  not  just  the  what  and  the  when,  but  the  all- 
important  and  often  neglected  who.  ■ 


FOUNDED  1917  BY  B.  C.  FORBES  (1880-1954) 


1 


The  Peripheral  Processor. 


Put  most  simply,  the  new  MDS  SYSTEM  2400  gives  you  greater  I/O 
services.  It's  something  Hke  a  maxi-channel,  and  something  Hke  a  mini- 
computer. Except  that  it  does  more,  and  costs  less,  than  either.  That's  because 
we  make  all  the  elements  that  go  into  it. 

Data-Editor 

The  heart  of  the  system  is  the  new 
2405  Processor. 

With  up  to  32  K  bytes  available, 
it  can  take  quite  a  load  off  your 
fraine's  shoulders.  And  we  have  a 
new  language  to  run  the  system— a  lan- 
guage that  anybody  in  the  world  can 
learn  in  three  clavs.  That  should  take 
quite  a  load  off  your  programming  shoulders,  too. 

Data-Printer 

Configure  it  yourself.  Because  it's  mod- 
ular, the  2400  can  be  dedicated  to  do 
your  specific  jobs,  in  a  cost  range  start- 
ing at  $600. 

In  its  expanded  configuration  the  2400 
edits  input,  edits  output,  sorts  and 
merges  magiietic  tape,  reformats  and 
prints,  commits  reference  data  to  disc, 
and  gives  you  high  speed  BSC  data  transmission. 
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Data-Communicator 


As  an  editor,  the  2400  will  take  raw  kev- 
board  data  and  rearrange,  reformat,  per- 
form anv  kind  of  xalidity  checking,  range 
testing,  sequence  checking,  and  condi- 
tional value  testing.  It  will  pool  or  merge 
data  from  \arious  keyboards  or  from  dif- 
ferent media.  It  will  select  and  sort  the 
records  needed  for  a  particular  run.  It 
will  produce  one  edited  reel  of  magnetic  tape  ready  for  processing. 

Data-Converter 

As  a  communications  terminal,  the  2400 
can  take  a  tape  that  wasn't  originally 
edited  for  communications  and  transmit 
it  in  compressed,  control -coded  format. 
It  can  convert  data  received  in  any  code 
or  format,  and  it  will  translate,  reformat, 
and  output  data  any  way  you  want. 
The  2400  can  go  from  any  one  medium 
to  any  medium  or  mediums  your  computer  prefers. 

Data-Sorter/Collator 

As  a  converter,  24(X)  can  convert  from 
cards,  mag  tape,  paper  tape,  communi- 
cations, and  keyboard -to  cards,  mag  tape, 
paper  tape,  communications,  and 
line  printing. 

The  2400  can,  in  fact,  satisfy  all  your 
utility  needs  with  off-line  simplicity.  It's 
our  new  generation  of  peripheral  con- 
trol, timed  to  meet  the  newest  generation  of  computer  equipment. 


Mohawk  Data  Sciences  Corp. 

Herkimer,  New  York 
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Mohawk  Data's  System  2400.  Peripherals  come  of  age. 


THE  DIAMOND  OF  HER  DREAMS 

at  Investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V^  to  ^ 
high°r. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  80-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  DEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

NAME 

ADDRESS , 


ZIP 


ROOF 

MAINTENANCE 

Your  own  plant 
labor  can  spray  a 
waterproof  shield 
over  your  weather- 
worn roof.  Reduce 
labor  costs.  Use 
Ranco  Roof  Spray 
Equipment  (value 
$1,310.00)  FREE  OF 
CHARGE  for  applica- 
tion of  material.  Write 
on  company  letterhead 
for  FREE  48-page 
Ranco  Roofing  Catalog 
and  ask  to  see  our3- 
min.  color  movie  en- 
titled, "Spray  Process 
Saves  Old  Roofs." 


ROOFS  OR  FLOORS 

RANCO  HAS  THE  SOLUTION 

RANCO  INDUSTRIAL  PRODUCTS  CORP. 

13306  Unioa  Avenue,  Cleveland,  Ohio  44120 


FLOOR 
MAINTENANCE 

Magic  Floor® 

patches  floors, 
expansion  joints, 
holes  and  ruts  in 
or  out  of  doors. 
Requires  no  dryin 
time.  Write  on 
company  letter- 
head for  FREE 
2-Gal.  Sample, 
freight  prepai  ' 


Trends 

&  Tangents 


BUSINESS 


Taking  Stock 

With  the  incentive  value  of  their 
executive  stock-option  plans  shaip- 
ly  diminished  or  even  wiped  out 
by  the  1969-70  market  dechne, 
rnany  companies  are  doing  away 
with  them  entirely,  according  to  a 
recent  study  by  McKinsey  &  Co.  of 
New  York.  They  are  being  replaced 
mainly  by  nonqualified  options, 
combinations  of  qualified  and  non- 
qualified and  by  "phantom"  shares, 
which  are  essentially  stock  credits. 
These  new  plans  enable  compa- 
nies to  retain  the  tax  advantages 
while  still  getting  the  incentive  val- 
ue of  offering  stock  at  reduced  cost 
to  key  executives. 

No  QuHfer 

"There  is  no  question,"  said 
President  Martin  J.  O'Dea  of  San 
Francisco's  Hibernia  Bank,  "that 
Joseph  O.  Tobin  amply  deserves 
the  rest  and  leisure  that  retire- 
ment will  bring."  When  O'Dea  says 
Tobin  deserves  rest  and  leisure,  he's 
not  kidding.  Tobin,  who  was  chair- 
man of  smalhsh  ($296-million  as- 
sets) Hibernia,  went  to  work  there 
in  1906,  became  chief  executive 
in  1952  and  chairman  in  1968.  In 
January  Tobin  called  it  quits  at 
age  92.  But  his  brother  Cyril,  a 
youngster  of  90,  will  continue  on 
as  a  director  and  vice  president. 

Cardholders'  Come-On 

A  new  bimonthly  magazine  in 
the  tradition  of  Diners'  Club's  Sig- 
nature has  evolved  from  American 
Express'  old  mag,  Travel  &  Cam- 
era. The  new  Travel  &  Leisure  is  be- 
ing sent  free  to  AE's  3  million  card- 
holders (Diners'  Club  charges  $2 
per  year  for  Signature)  and  is  also 
available  by  subscription  or  single 
copy.  With  its  $85.2-million  income 
last  year,  AE  feels  it  can  afford  to 
launch  the  freebie,  which  also  pro- 
vides AE  with  plenty  of  advertis- 
ing space.  Headed  by  a  former 
Holiday  editor.  Travel  &  Leisure  fol- 
lows a  Holidmj  policy  of  using  out- 
side name  writers  for  its  articles. 

Sweef  SmeW  of  Aloney 

If  profit  margins  are  any  indica- 
tion, the  business  of  making  other 
products  smell  good  is  very  sweet 


indeed.  New  York-based  Interna- 
tional Flavors  &  Fragrances,  for  in- 
stance, the  leading  U.S.  manufac- 
turer of  additives  for  cosmetics  and 
soaps,  made  14.7%,  or  $15.1  million, 
on  sales  of  $103  million  last  year. 
And  that's  not  a  one-year  fluke. 
Over^he  past  five  years  IFF's  prof- 
it margins  have  averaged  over  14%. 

Less  Could  Be  More 

Ever  since  their  production  be- 
came legal  again  in  1934,  Califor- 
nia dessert  wines— sherries,  ports 
and  so  on— have  been  20%  alcohol. 
That  minimum  was  set  to  preserve 
dessert  wines,  which,  unlike  table 
wines,  are  usually  not  consumed  at 
one  sitting.  But  the  high  alcohol 
level  also  reduces  flavor,  and  sales 
of  California  dessert  wine  have 
dropped  steadily  from  a  high  of 
94.3  million  gallons  in  1961  to 
about  72.2  milHon  in  1970.  Mean- 
while, lower  alcohol  imported  des- 
sert wines  have  doubled  in  sales,  to 
about  2.3  million  gallons.  On  the 
theory  that  processing  techniques 
have  improved  enough  to  warrant 
a  lower  alcohol  content,  on  Jan.  1 
he  legal  minimum  was  dropped  to 
8.5%,  which  some  leading  Califor- 
nia vintners  hope  will  enable  them 
o  reverse  the  sales  downtrend.   ■ 
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ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


State 


Zip 


F-4826 


12 


FORBES,   MARCH    15,    1971 


READERS  SAY 


Who  Seofs  Whom? 

Sib:  My  sincere  thanks  for  your  arti- 
cle (Forbes,  Feb.  15)  about  First  Multi- 
fund  of  .America,  and  me.  In  all  candor  I 
must  disclaim  the  credit  >ou  bestow.  .Ml 
credit  belongs  to  Congress  for  agreeing 
that  our  free  enterprise  system  requires 
that  new  investment  concepts  must  be 
permitted  to  compete  freely  against  old 
ones.  The  performance  figures  you  cite 
compare  First  Multifund's  performance 
with  the  Dow  Jones  industrial  average. 
Our  investors  do  not  seek  the  perfor- 
mance offered  by  the  Dow  stocks;  they 
know  it  is  our  policy  to  invest  in  funds 
seeking  long-tenn  growth,  which  the 
Dow  does  not  measure.  The  record: 

1968        1969        1970 

Oo«  Jones    industrials  -  4.27  -15.19  -  4.82 

Average  of  All  Grovrth  funds  -f  18.31   -15.59  -15.97 

First  Multifund  Of  America     -t-22.79  -21.80  -10.16 

—  Milton  Molnd 

President, 

First  Multifund  of  America 

New  York,  X.Y. 

Sir:  Vour  one-sided  article  against 
mutual  fund  holding  companies  or  funds 
of  funds  is  shocking.  With  tongue  in 
cheek  you  glibly  ask:  "Do  you  hire  some- 
body to  pick  a  fund  to  pick  a  stock  for 
you?"  Then  you  spend  a  page  and  a  half 
in  proving  that  such  an  idea  is  nonsensi- 
cal. How  about  coming  to  the  nitty-grit- 
ty. You  show  Multifund  beaten  by  the 
Dow  iu  1969  and  1970,  but  not  1968 
when  Multifund  beat  the  Dow  by  18.5 
percentage  points.  And  even  if  Multifund 
has  not  shone  luminously,  does  one  swal- 
low make  a  summer? 

—Victor  Henry  Polk 

Chairman, 

The  Fundpack,  Inc. 

Coral  Gables,  Fla. 

Burgin,  Not  Johnson 

Sir:  In  the  story  on  Marriott  (Forbes, 
Feb.  J),  the  photograph  on  page  20 
purportedly  depicts  Mr.  [Howard  B.] 
Johnson's  father,  Howartl  D.  Johnson, 
and  Mr.  Johnson.  In  fact,  the  photograph 
is  of  Howard  D.  Johnson  and  his  stepson 
Jon  Burgin. 

—Harry  M.  Carholl 

Director,  Public  Relations, 

Howard  Johnson  Co. 

Braintree,  Mass. 

Musical  Chain? 

Sir:  Your  recent  article  entitled  "Mu- 
sical Chairs"  concerning  management 
changes  in  Consolidated  Foods  is  the 
most  singularly  uninformed  and  fatuous 
article  I  have  read.  .  .  .  Such  drivel. 

—William  A.  Buzick  Jr. 

Chairman, 

Consolidated  Foods  Corp. 

Chicago,  111. 

Forbes  (Feb.  15,  p.  59)  reported  that 
—in  an   unusual   ttvist—Mr.    Buzick   and 
(Continued  on  page  87) 


Whafs 

Chromalloy  American 

doing  in  Europe? 

Expanding!  In  many  directions  with  many  products  and  services.  In  metallurgy.  In 
pollution  control.  In  machinery.  In  farm  equipment.  In  medical  electronics.  A  major 
German  steel  company— Deutsche  Edelstahl  Werke,  A.G.— is  manufacturing  and  dis- 
tributing our  Ferro-Tic-  machinable  carbides.  Turbine  Services,  Ltd.— a  Chromalloy 
affiliate— is  processing  jet  engine  components  for  major  European  airlines.  England's 
Joseph  Lucas  Industries,  Ltd.  is  licensed  to  use  Chromalloy's  Low  Emission  Smog 
Burner"*  exhaust  control  system  and  Pinwheel  Turbine  Blower  patents  in  its  automo- 
tive smog  control  systems.  Chromalloy  and  Union  Miniere  are  providing  computerized 
EKG  diagnostic  services  through  Belgian  and  Italian  computer  firms.  Recently  we 
completed  negotiation  for  the  acquisition  of  Venanzetti  Vibrazioni  S.p.A.  of  Milan, 
Italy  which  will  become  part  of  Chromalloy  Europa,  a  holding  company  which  will 
carry  on  our  expansion  in  Europe.  Chromalloy  American— provid- 
ing goods  and  services  abroad  to  help  make  things  better  for 
people  everywhere! 

Chromalloy  American,,. 

A  Corporate  Family  of  Creative  Companies  * 


'Service  Mark 


120  Broadway,  New  York  10005 

Listed  on  the  New  York  Stock  Exchange   Ticker  symbol:  CRO 


What  you  want  in  a  plant  site, 
including  lower  production  costs  . . . 

Columbus,  Georgia. 

See   what  the   internationally   known 

Fantus  Company,  site  location  consul-  i^ 

tants,   say  about  saving   money  by 

locating  in  Georgia. 


'•fj-j'. 


O.K.  tell  me  about  Columbus'  port  facili- 
ties, 4-year  college,  technical  school  with 
960  students  and  the  new  consolidated 
city-county  government.  But,  keep  my 
request  in  strict  confidence. 


NAME 


TITLE 


FIRM 


CITY 


STATE  ZIP  I 

Charles  F.  Heath  •  Economic  Development  Dept.  ■ 

Chamber  of  Commerce  •  Box  1200  I 

Columbus,  Georgia  31902  ■ 
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ill  anyone  living,  live  to  see  our  little 
light  bum  out? 

After  100  years  of  constant  use,  it  may 
lose  only  half  its  brightness. 

That's  because  we  don't  use  a  bulb, 
a  filament  or  a  vacuum. 

We  use  a  tiny  crystal  chip  called  a 
light-emitting  diode.  It  works  something  like  a 
transistor,  but  let's  not  get  into  all  that. 

Our  diodes  are  already  in  use  on 
computer  panels,  freeing  the  man  who  used  to 
look  for  burned-out  bulbs  among  all  those 
hundreds  of  winking  lights. 

That's  a  good  market. 
But  let's  look  at  markets 
to  come. 

How  about  a  flat  head- 
light as  wide  as  your  car,  lo 
evenly  light  the  road? 

Or  an  inch-deep  color 
TV  set? 

Or  a  wrist  watch  without  a  dial,  that 
shows  the  time  in  numbers  at  the  instant  you 
push  a  button? 

Thaf s  part  of  the  future  we  see  in  our 
crystal  chips. 

And  just  a  small  part  of  the  future  we 

see  in  MoRsanto:  the  scJence  company. 


FOR  MORE  INFORMATION  ABOUT  MONSANTOS  LIGHT  EMITTING  PRODUCTS,  WRITE  BOX  327E,  MONSANTO  COMPANY,  800  N   LINDBERGH  BLVD.,  ST.  LOUIS,  MISSOURI. , 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WHY  THE  BIG  DEAL? 


what  in  heaven's  name  is  per  se  criminal  about  gambling? 

What's  the  crime  against  person  or  State  if  man  (down, 
Libgirls— in  this  sense  "man"  includes  you  too)  wants  to 
wager  on  a  race  of  any  sort,  on  the  chance  a  number  may 
turn  up,  on  the  outcome  of  a  game  or  on  where  the  bounc- 
ing ball  finally  stops? 

Making  criminal  this  thing  is  unmeasurably  costly.  It 
provides  the  greatest  source  of  corruption  of  law  enforcers 
and  lawmakers.  And  it  does  more  to  cause  people  to  lose 
respect  for  law  itself  than  most  anything  else. 

Imagine  if  the  police  and  law  enforcement  officials  of 


cities,  counties,  states  and  the  Federal  Government  didn't 
have  to  spend  vast  amounts  of  time  and  money  trying  to 
enforce  unenforceable  laws  against  wagering,  and  could 
devote  that  time  and  that  money  to  waging  war  against 
actual  crime  and  criminals. 

It's  criminal,  this  present  situation. 

Now  that  every  company  and  every  level  of  government 
is  struggling  to  reorder  priorities  in  the  face  of  more  de- 
mands than  there  is  money,  it's  the  right  time  to  reorder 
the  priorities  of  police  and  law  enforcers.  Let  'em  focus  on 
truly  criminal  areas— such  as  the  trafficking  of  hard  drugs. 


In  the  current  Naderized  climate,  businessmen— especial- 
ly  automobile   makers— who   suggest    that    any   proposed 
safety  measure  might  be  weighed  in  terms  of  its  cost  and 
results  are  assumed  to  be  ogres  indifferent  to 
human  life. 

Lee  lacocca,  the  rough,  tough,  outspoken 
and  able  president  of  Ford,  apparently  has  not 
gotten  the  word  that  Detroit  Wheels  are  sup- 
po'sed  to  play  dead  these  days. 

He  made  a  reasoned,  sensible  speech  re- 
cently, pointing  out  that  head  restraints,  for 
instance,  are  mandatory  and  have  added  a  to- 
tal cost  of  $200  million  a  year  to  new  car  buy- 
ers. Although  head  restraints  are  intended  to  halt  whip 
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neck"  averted  as  a  result  of  the  costly  new  design. 

Cost  effectiveness,  concluded  Mr.  lacocca,  is  an  impor- 
tant measurement  to  the  Defense  Department,  "when  you're 
trying  to  kill  people,"  but  apparently  not  when 
applied  to  the  "art  of  saving  lives." 

There  isn't  enough  money  in  the  whole 
country— nor  printing  presses  enough  to  print 
enough— to  carry  out  every  suggestion  for  pos- 
sible improvement  in  safety,  every  possible  de- 
pollution  measure,  etc. 

To   get  started,   to  do  the  most  important 
first  and  soonest,  an  order  of  priorities  based  on 
cost  eftectiveness  is  a  first  essential. 
Hit-and-miss  measures  at  the  cost  of  billions  for  each  hit 


lash  injuries.  Ford's  president  pointed  out  that  his  company 
had  not  found  a  single  life  saved  "or  even   a  sprained 


or  miss  will  waste  quantities  of  money  that  even  we  cannot 
afford  to  waste. 


BACK  UP  THE  GOOD  GUY 

If  you  missed  that  courageous  Life  story  (Feb.  12,  1971) 


depicting  the  unbelievable  scale  of  corruption  and  steal- 
ing in  shipping  freight,  particularly  air  freight,  you  should 
get  a  copy  and  read  it. 
And  heed  it. 


By  using  the  services  of  Emery  Air  Freight. 
It  isn't  always  that  one  of  the  oldest  and  best  firms  in 
the  business  also  has  the  most  guts  and  integrity. 

They  win  customers   on  a  competitive  business  basis. 
They  also  deserve  'em  on  a  Valuable  Citizenship  basis. 
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TOMBSTONES  THAT  MEMORIALIZE  MONUMENTAL  MISUSE 

OF  MISSION  AND  MONEY 

Port  of  New  York  Authority's  Twin  Towers. 

BILL  SALOMON  IS  NO  MYTH 


He's  alive  all  right,  and  for  real. 

In  recent  years  I  had  read  so  much  about 
and  heard  so  much  about  Salomon  Brothers' 
Bill  Salomon  and  his  brilliant,  unceasing  rec- 
ord-busting partners  that  I  began  to  think  it 
all  must  be  some  kind  of  a  myth. 

The  other  day  I  met  the  man  and,  in  the 
jargon  of  youth  today,  he  gives  off  more  Good 
Vibes  than  the  hottest  combo  that  ever  played 
Fillmore  East.  As  a  matter  of  fact,  Salomon 


Brothers  is  the  hottest  combo  Downtown 
They  have  kept  the  good  of  their  oldness, 
but  combined  it  with  a  lively  and  courageoi 
awareness  that  the  financial  community's  tO' 
morrows  are  not  always  going  to  be  a  repeti- 
tion of  Yesterday,  or  even  today. 

Mr.  Salomon  is  the  Gentleman  Paul  Bunyan 
of  the  Wall  Street  Canyon. 

His  words  pack  increasing  wallop  because 
his  actions  do. 


THOSE  WONDROUS  ITALIANS 


To  travel  in  Italy,  to  be  exposed  to  Italians,  does  more  to 
lift  one's  spirits  than  most  anything  or  any  place  or  any  one 
that  I  can  think  of. 

The  Italian  Economic  Miracle  continues  despite  a  cou- 
ple of  brinky  flirtations  with  recession. 

The  ungovernable  Italian  temperament  seems  to  pro- 
ceed quite  happily  virtually  ungoverned.  As  regularly  as 
Old  Faithful  and  almost  as  frequently,  a  governmental  crisis 
erupts;  a  newly  seated  prime  minister  who's  hardly  had 
time  to  locate  his  chair  is  out;  and  then  he  and  his  cabinet 
proceed  to  govern  as  caretakers  while  a  new  fall  guy  is 
consensed  from   among   the  fractioned  political  factions. 

A  couple  of  years  ago  the  Fiat  empire  was  in  dire 
straits.  Its  collapse  would  have  had  the  same  effect  on  the 
Italian  economy  as  that  of  a  simultaneous  collapse  of  GM 
and  IBM  in  this  country.  But  that  crisis  somehow  cheer- 


fully dissolved,  and  Fiat  is  now  fatter  than  ever. 

Last  summer  the  Italian  lira  was  supposed  to  be  on  the 
ropes  and  ready  for  severe  devaluation.  It  didn't  happen, 
and  the  lira  is  again  considered  one  of  Europe's  strongest 
currencies.  In  point  of  fact,  Italy  has  more  gold  and  foreign 
reserve  holdings  than  any  other  country  in  the  world  ex- 
cept West  Germany  and  the  U.S.A.  ri 

One  of  Italy's  most  tangible  assets  is  that  its  sons— andP| 
daughters— living  and  working  all  over  the  globe  never  lose 
their  love  for  and  ties  with  family,  relatives  and  home^j 
towns  left  behind.  Annually,  hundreds  of  millions  of  d^ 
lars  pour  into  Italy  from  the  earnings  of  3.2  million  Itali 
in  other  countries. 

For  a  treat  instead  of  the  usual  tourist  treatment,  vis 
Italy.  The  only  disappointment  you'll  have  will  be  tl 
spaghetti. 


HOW  CHINTZY  CAN  YOU  GET 


To  keep  those  on  Social  Security  from  getting  totally 
euchred  by  inflation,  occasionally  the  Government  ups  the 
monthly  payinents.  Like  by  15%  last  year. 

Under  a  number  of  private  pension  plans,  the  companies' 
share  of  payment  was  promptly  reduced  by  the  amount 


that  Social  Security  increased,  thus  leaving  the  oldsters 
the  same  income  level  and  the  private  plan  ahead  by  tl 
amount  intended  to  help  pensioners  cope  with  inflation. 
A  Treasury   ruling  now  prohibits   what   the   corporatej) 
consciences  should  have. 


BE  CAUGHT  NAPPING 


The  Great  Accomplisliers,  such  diverse  men  as  Winston 
Churcliill,  Thomas  A.  Edison,  Napoleon  and  Einstein,  all 
lauded  the  nap  and  credited  these  odd  bits  of  daytime 
snoozing  with  all  sorts  of  beneficial  results. 

I  had  an  uncle  who  lived  nearly  forever,  and  he  at- 
tributed his  age-oldness  to  the  fact  that  after  his  lunch 
every  day  he  took  40  winks  for  20  minutes. 

There  are  European  intellectuals  who  aver  that  the 
greatest  accomplishnionts  and  warmest  qualities  of  the 
Latin  nations  in  West  Europe  spring  from  their  three-hour 
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lunches,  which  include  time  to  sleep  a  bit  before  woi 
resumes  for  another  four  hours. 

Now  our  economy  is  not  geared  to,  nor  are  our  livesi 
gaited  to,  the  idea  of  a  nap.  It's  totally  alien  to  the  Puritani 
Ethic.  But  since  we  are  gradually  being  won  to  the  idea 
that  leisure  time  is  not  a  sin,  maybe  we'll  even  go  so  far  asj 
to  test,  when  possible,  the  vaunted  virtues  of  the  nap.  | 

After  all,  a  nap  is  prescribed  for  the  very  young  and  is 
a  necessity  for  the  aged— so  why  not  occasionally  for  those 
of  us  in  between? 

—MALCOLM  S.  FORBES, 
Editor-in-Chief: 


\A/HERE  ON  EARTH 
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IS  A  NEW  JOB  WORTH 
$30,000? 


*IN  CANADA,  OF  COURSE 


The  Government  of  Canada  is 
prepared  to  pay  cash  grants 
of  up  to  $30,000  for  each  job 
created  to  companies  estab- 
lishing new  plants  in  designat- 
ed regions  of  Canada. 


The  purpose  is  to  encourage 
manufacturing  and  processing 
industries  to  start  new  activ- 
ities and  create  new  jobs  in 
parts  of  Canada  where  they 
are  needed. 

All  manufacturing  and  most 
processing  operations  are  eli- 
gible. 


The  assistance  is  available  un- 
derthe  Government's  Regional 
Development  Incentives  pro- 
gram in  selected  parts  of 
every  province  in  Canada. 
Plants  already  located  in  these 
regions  can  also  get  help  to 
expand  or  modernize. 


For  further 

DEPARTMENT 
OF  REGIONAL 
ECONOMIC  EXPANSION 
161   Laurier  Avenue  West 
Ottawa  4,  Ontario 
Canada 
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^^In  todav's  economy  Y^u'd  expect  a  finance 
companY  to  grow.  But  Iiy  31%?" 


Financing  is  the  fastest- 
growing  business  today.  And 
through  our  subsidiary,  Fruehauf 
Finance  Company,  Fruehauf 
Corporation  is  part  of  this  growth. 

In  1970,  Fruehauf  Finance 
recorded  its  greatest  single  year 
growth  in  gross  installment 
receivables  outstanding,  an 
increase  of  $90  million.  This 
represented  a  31  %  gain  over 
the  1969 year-end  levels.  The 
previous  single  year  record  was 
the  $49  million  increase 
achieved  during  1969. 

Tied  in  with  the  increase 
in  receivables  outstanding  in  1970, 
record  earnings  were  also 
reported  for  the  year.  Fruehauf 
Finance  Company  now  ranks 
8th  among  the  captive  finance 
companies  and  25th  among 
all  finance  companies. 

We  established  this 
subsidiary  in  1948  because  we 
recognized  the  importance  of 
financing  in  business— especially 
when  your  business  is  trailers, 


American  Banker 
Magazine 


ship  repairs  and  conversions, 
railcars,  container-handling 
cranes  and  other  capital 
expenditures  that  make  up 
total  transportation. 

Today,  Fruehauf  Finance 
provides  our  customers  with  a 
constant  source  of  capital,  at  a 
competitive  cost. 

And  through  ourTranspoi 
Investment  Division,  we  offer 
customers  a  secondary  source  of 
financing  for  new  terminals, 
warehouse  additions  and  other 
capital  improvements. 

Our  1970  Annual  Report 
tells  you  more.  For  your  copy 
write  Fruehauf 


Forbes 

Oil 
Hidden  Factor  in  ttie  Vietnam  Equation. 

There  could  be  huge  amounts  of  oil  off  the  coast  of  Vietnam. 
This  economic  dream  may  turn  into  a  political  nightmare. 


[t  has  passed  the  rumor  stage.  Clues 
ire  beginning  to  pile  up  that  there 
nay  be  huge  quantities  of  crude  oil  in 
the  waters  of  the  Far  East  and  South- 
east Asia.  Discoveries  by  Xatomas,  At- 
antic  Richfield,  and  Union  Oil  have 
jiggered  a  frantic  exploration  race  off 
Indonesia.  An  optimistic  report  by  a 
United  Nations  team  about  possible 
)il  deposits  between  Japan  and  Tai- 
,van  is  fueling  speculation  that  the  en- 
ire  Far  East  could  contain  oil  depos- 
ts  rivaling  those  of  the  Middle  East. 

Some  of  these  deposits  would  al- 
nost  certainly  lie  off  South  Vietnam. 
Nfobody  yet  knows  for  sure  because 
10  drilling  has  taken  place.  But  pre- 
iminary  United  Nations  surveys  have 
»iven  the  area  good  marks.  And  there 
ire  plenty  of  rumors.  One  is  that  a 
iritish  company  has  found 
igiis  of  oil  on  the  prison  is- 
and  of  Con  Son,  east  of  the 
louthern  tip  of  N'ietnam. 

The  political  implica- 
ioiis,  of  course,  are  enor- 
Tious.  But  if  the  oil  is  there, 
)r  e\en  probabK  there,  the 
luestion  of  who  rules  in 
Jaigon  takes  on  a  more  than 
)olitical  significance.  Al- 
eady,  U.S.  antiwar  groups 
ire  beginning  to  suggest 
hat  a  desire  to  ensure 
riendly  governments  in  the 
ndochina  area  could  slow 
lovvn  President  Ni.xon's 
vithdrawal  from  the  war. 
Vn  organization  called  "An- 
)ther  Mother  for  Peace" 
las  flooded  the  Senate  For- 
ign  Relations  Committee 
vith  over  10,000  letters 
ailing  for  public  hearings. 

Not  surprisingly,  the  oil 
ompanies  are  less  than 
nxious  to  discuss  the  top- 
c.  Walter  Levy,  the  New 
'ork-based  oil  expert  and 
onsultant  to  many  of  the 
»mpanies,  says  flatly:  "I 
lon't  want  to  comment.  It's 
)ecome  a  political  issue." 


"We  haven't  made  up  our  minds 
yet,"  says  a  spokesman  for  Mobil  Oil, 
asked  whether  his  company  would 
bid  for  concessions.  Another  dodges 
the  question:  "Texaco  is  not  partici- 
pating in  exploration  in  Vietnam." 

Queried  about  his  government's 
plans,  Ngo  Thanh  Tung,  an  econo- 
mist at  the  South  Vietnamese  Embas- 
sy in  Washington,  says:  "Several  com- 
panies have  been  sending  their  propo- 
sals, but  none  of  them  have  yet  been 
considered."  But  oilmen  expect  Sai- 
gon to  ask  for  bids  quite  soon. 

In  a  conference  last  year.  Chase 
Manhattan  Chairman  David  Rocke- 
feller made  a  little-noticed  speech 
that  created  a  quiet  stir  among  Asia- 
watchers.  By  1980,  Rockefeller  said, 
the  oil  industry  could  pour  $36  billion 


For  sale.  Eighteen  blocks  (see  arrows)  have  been 
mapped  out  for  bids.  Ten  U.S.  companies  which  sur- 
veyed the  area  in  ?  969-70  rated  it  a  "good  oil  risk." 
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of  new  capital  investment  into  the 
Asian  Pacific.  This  kind  of  money 
could  give  the  area  the  boost  it  needs 
to  enter  the  industrial  age.  It  could 
help  make  up  for  the  loss  of  U.S. 
mihtary  expenditures  by  substituting 
oil  wells  for  military  bases.  To  give  a 
sense  of  proportion,  the  total  Free 
World  investment  Chase  predicts  for 
1969-80  is  $250  billion.  But  the  A.sian 
Pacific  share  will  almost  equal  the 
total  slated  for  Latin  America,  Africa 
and  the  Middle  East.  "The  Asian  Pa- 
cific," commented  Petroleum  Engi- 
neer, a  trade  journal,  "looks  like  the 
next  big  international  boom  area." 

If  the  oil  is  there,  the  boom  will  un- 
doubtedly follow.  The  Asian  area  is 
the  fastest-growing  oil  market  in  the 
world.  Japan,  which  currently  burns 
3.4  million  barrels  per  day, 
is  forecast  to  consume  over 
10  million  per  day  by  1980. 
While  Southeast  Asia  con- 
sumes relatively  little  oil, 
consumption  could  rise  at  a 
bri,sk  pace  if  industrializa- 
tion plans  catch  hold.  "Just 
think  of  all  those  people 
who  are  now  burning  char- 
coal and  using  oxcarts," 
sighs  one  oilman. 

Where  is  all  the  oil  com- 
ing from?  Southeast  Asia 
may  contain  enough  off- 
shore crude  to  fuel  that 
growth.  Right  now  its  pro- 
duction doesn't  come  close. 
Indonesia,  the  largest  pro- 
ducer, turns  out  only 
900,000  barrels  a  day.  Ja- 
pan must  therefore  rely  on 
the  Middle  East  for  8.5%  of 
its  oil,  but  Japan  is  uneasy  at 
its  dependence  on  this  vola- 
tile area.  Compared  with 
Middle  East  oil,  moreover, 
South  Asian  oil  will  be  close 
to  its  markets,  reducing 
transportation  costs.  Drill- 
ing and  production  costs 
are  reasonable,  because  the 
offshore  areas  of  Indonesia 
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and  Vietnam  are  relatively  calm  and 
very  shallow.  Perhaps  most  important, 
the  oil  found  so  far  off  Indonesia  is 
exceptionally  low  in  sulphur  content, 
less  than  1%  compared  with  the  3%- 
plus  content  of  Middle  East  crude. 
This  would  give  it  a  major  cost  ad- 
vantage in  Japan,  which  is  imposing 
strict  pollution  controls. 

Much  of  the  oil  could  find  its  way 
into  the  rest  of  the  world  market, 
where  more  oil  will  be  needed  within 
the  next  15  years  than  has  been  pro- 
duced in  the  history  of  the  oil  indus- 
try. The  low  sulphur  content  could 
make  the  oil  very  attractive  to  the 
west  coast  American  market,  where 
pollution  is  a  big  issue.  The  uncer- 
tainties of  Middle  East  politics,  the 
higher  prices  being  imposed  by  the 


Organization  of  Petroleum  Exporting 
Countries  and  the  delay  in  finding  a 
way  to  transport  crude  from  the  North 
Slope  of  Alaska  to  the  48  states  add 
to  the  prospects.  A  veteran  oilman 
puts  it  this  way:  "We  don't  have  the 
oil  in  the  U.S.  to  meet  our  future  re- 
quirements. Either  we  are  going  to 
have  our  future  committed  to  those 
crazy  Arabs  or  we  are  going  to  de- 
velop Southeast  Asia,  the  West  Coast, 
of  Africa  and  the  West  Coast  of  Latin 
America  as  alternate  sources— and, 
hopefully,  build  the  Alaskan  pipeline." 

The  Hard  Questions 

In  any  case,  mounting  U.S.  activity 
in  the  area  raises  huge  political  ques- 
tions that  must  be  balanced  against 
the   economic  benefits   for   Southeast 


Asia  and  the  U.S.:  1)  Might  a  diS' 
covery  lead  to  pressure  for  slowing 
down  the  pace  of  U.S.  troop  with- 
drawals? 2)  Might  oil  industry  agree- 
ments with  the  present  Thieu-Ky  re- 
gime commit  the  U.S.  even  closer  to 
this  controversial  government?  3)  If 
the  war  in  Indochina  bogs  down  per- 
manently, won't  the  oil  industry  run 
the  risk  of  being  made  the  scapegoat 
for  whatever  goes  wrong?  4)  Is  a 
"friendly"  regime  in  Saigon  really  vital 
to  U.S.  access  to  such  oil?  After  all, 
many  Arab  countries  are  rabidly  un- 
friendly to  the  West  but  sell  their  oil 
there.  5)  What  will  the  effect  be  on 
the  political  and  military  policies  of 
Japan  and  China? 

Oil  seems  forever  fated  to  be  a  po- 
litical mineral.  ■ 


Fo/'/ing  the  Wolf 

Penn  Central's  parent  company  has  driven 
the  wolf  from  the  door.  For  a  while  at  least. 


Penn  Central  Transportation  Co. 
has  something  like  $6.8  billion  in  as- 
sets but  this  hasn't  saved  it  from  bank- 
ruptcy. Its  parent  company,  Penn  Cen- 
tral Co.,  has  few  assets  at  all  to  speak 
of,  yet  as  a  consequence  of  a  tricky 
recapitalization  achieved  last  month 
it  remains  entirely  solvent. 

How  can  you  be  solvent  when  you 
have— for  all  practical  purposes— lost 
all  of  your  assets?  It's  the  old  story: 
If  you  owe  a  man  enough  money, 
he's  your  partner,  not  your  creditor. 

The  parent  company  owed  a  group 
of  100-odd  iristitutional  lenders,  most- 
ly Europeans,  $59  million  in  notes, 
and  part  of  the  loans  were  falling  due. 
It  had  little  cash  to  pay  them  with. 
It  had  few  assets  it  could  sell  to  raise 
the  money,  its  only  substantial  asset 
being  the  stock  of  the  bankrupt  trans- 
portation company. 

The  moneylenders  could,  of  course, 
have  foreclosed.  But  they  wouldn't 
have  gotten  much  besides  a  distant 
claim  in  some  eventual  reorganization 
—and  some  big  headaches.  So,  the 
moneylenders  and  Penn  Central  man- 
agement began  to  haggle. 

Penn  Central  Co.'s  present  manage- 
ment is  entirely  new,  and  it  is  totally 
separate  from  that  of  the  bankrupt 
railroad  company  except  that  it  is 
headquartered  in  the  same  Philadel- 
phia building.  It  is  headed  by  Gay- 
lord  P.  Harnwell,  rx-president  of  the 
University  of  Penns\]vania.  Among 
the  lenders  were  such  distinguished 
names  as  American  Lixpress  and  the 
Union  Hank  of  Los  Angeles. 

What  Penn  Central  Co.  wanted  to 
avoid  at  all  costs  was  being  forced  into 
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involuntary  bankruptcy— Chapter  10 
as  it  is  called— as  opposed  to  voluntary 
bankruptcy,  Chapter  11.  "That  one 
number,"  says  New  York  railroad  re- 
organization expert  Oscar  Lasdon, 
"makes  all  the  difference  in  the  world, 
because  in  the  former  the  stockholders 
are  wiped  out  and  a  new  set  of  share- 
holders is  set  up.  But  nothing  of  the 
old  corporation  is  left  over  including 
the  only  valuable  asset  the  holding 
company  has— billions  of  dollars  in  tax- 
loss  carry-forwards." 

The  key  phrase  here  is  "tax-loss 
carryforwards."  Nobody  knows  what 
kind  of  tax-loss  credits  Penn  Central 
will  be  able  to  book,  but  the  potential 
figures  are  enormous.  After  all,  the 
parent  company  carried  its  net  invest- 
ment in  the  transportation  company 
at  around  $2.75  billion.  If  the  credit- 
ors foreclosed,  the  tax  credit  would 
have  gone  aglimmering.  The  mess  at 
the  railroad  being  what  it  is,  the  tax 
credit  may  be  the  parent  company's 
only  useful  a.sset. 

Somefh/ng  /or  Nothing? 

The  final  deal  involved  quite  a  con- 
cession by  the  creditors,  considering 
that  it  was  in  their  power  to  take  most 
of  the  company.  But  what  was  there 
to  take?  At  most  they  would  have  got- 
ten 15  cents  on  the  dollar  (from  escrow 
funds).  So  they  settled  for  13.65^  in 
cash  and  the  rest  in  15-year  notes 
that  in  effect  pay  no  interest  for  five 
years.  The  notes  are  convertible  into 
7  million  Penn  Central  shares,  a  po- 
tential 22.5«  control. 

At  the  same  time,  Penn  Central's 
new    management    announced    settle- 


ment of  another  potentially  messy  situ- 
ation. It  agreed  to  return  to  the  fonner 
owners    two    smallish    oil    companies 
that  PC  had  purchased  in  its  palmier 
days.  In  return,  PC  would  get  back 
the  preferred  stock  it  had  issued  for 
the  two  companies.  PC  would  initiall; 
also  get  about  $2.5  million  in  casl 
which  would  come  in  handy  for  pa; 
ing    the    operating    expenses    in 
company  that  now  has  absolutely  ni 
source  of  income. 

For    now,    the    wolf    seems    safe! 
driven  from  Penn  Central's  door. 

The  next  step?  There's  the  rub. 

The  tax  credit— and  nobody  knoww 
how  big  it  is— is  only  valuable  if  Penni 
Central  can  generate  some  pretaK 
earnings.  How  is  it  going  to  get  themft 
How  can  it  acquire  earning  assets? 
Who  would  want  its  stock?  How  mudl^ 
could  it  issue  without  hopelessly  dilut| 
ing  the  equity  of  existing  stockhol 
ers?  In  any  merger,  who  could  esti| 
mate  the  potential  value  of  PC's  bank^ 
rupt  but  immensely  rich  transporta* 
tion  and  real  estate  holdings? 

Scott  Nichols,  top-notch  rail  analy^ 
with  Wall  Street's  Moore  &  Schle; 
thinks  that  mergers  are  only  possib) 
if  PC's  present  stockholders  are  will: 
to  accept  major  dilution.  "I  don  I 
think  you  have  a  viable  situation,. 
Nichols  says,  "until  the  shares  art 
down  to  around  $3  a  share  [recent: 
$6]."  Edward  Merkle,  president  of 
Madison  Fund,  a  man  who  has  had 
experience  in  railroad  tax-loss  credit 
diversification,  says:  "The  workoul 
possibilities  are  slim  and  very  long."    . 

Still,    Penn    Central    Co.    is    aliw 
Where  there's  life,  there's  hope.  ■ 
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Milstein  around  the  Neck .  - 

...  or  the  CAF  proxy  fight  may  well  be  a 
case  of  the  pot  calling  the  kettle  black. 


For  some  months  now,  Jesse  Wer- 
ner, 54,  chairman  of  New  York's 
G^\F  Corp.,  may  have  had  the  un- 
canny feehng  that  the  past  had  begun 
repeating  itself.  In  this,  the  first  year 
of  the  Seventies,  GAF  faced  not  a 
raid,  not  a  tender  offer,  but  a  proxv 
fight.  A  prox\  fight?  In  the  Seventies? 
Shades  of  Robert  R.  Young?  Yes,  the 
good  old-fashioned  sort  of  proxy  fight 
that  seemed  to  have  gone  out  of  style 
a  decade  before. 

But  then  G.AF's  current  problems 
really  go  back  to  the  Fifties.  That  was 
the  time  when  the  Ruberoid  Corp.— 
now  a  GAF  subsidiary— acejuired  Mas- 
tic Tile,  a  smallish  upstate  New  York 
floor-tile  outfit.  The  sellers  were  the 
Milsteins  of  Scarsdale:  father  Morris, 
sons  Paul  and  Seymour,  daughter 
Gloria.  After  the  Mastic  sale,  poppa 
Morris  and  son  Paul  Milstein  contin- 
ued to  run  a  floor-tile  contracting 
business.  Circle  Floor,  which  became 
an  important  Ruberoid  customer.  But 
son  Seymour  Milstein  joined  Ruberoid 
and  became  a  senior  vice  president 
and  director.  Most  important,  the 
Milsteins  became  major  and  highly  in- 
fluential stockholders  in  Ruberoid. 

Ruberoid  was  acquired  by  GAF  in 
May  1967.  The  Milsteins  thus  became 
major,  though  obviously  far  less  influ- 
ential, stockholders  in  GAF.  For  a 
time,  Se\mour  Milstein  had  ambitions 
of  securing  "senior  management  and 
board  positions,"  as  GAF  now  puts  it. 
But  he  didn't  make  it,  and  a  few 
months    after    the    merger    he    quit. 

Past  Shock 

Jesse  Werner  had  not  heard  the 
last  of  the  Milsteins.  A  year  ago,  Paul 
Milstein,  Seymour's  younger  brother, 
fired  the  first  real  shot  in  the  war:  a 
lawsuit  charging  Werner  and  other 
GAF  officers  and  directors  with  a  long 
list  of  abuses.  Werner,  the  complaint 
charged,  overpaid  himself  with  stock 
options,  executive  incentive  and  re- 
tirement plans,  and  other  devices.  He 
had  also  engaged,  the  suit  charged,  in 
the  "waste  and  spoliation  of  corporate 
assets"  and,  worse,  perpetrated  frauds 
on  GAF's  stockholders. 

The  catalog  went  on.  Werner,  it 
charged,  enjoyed  "such  benefits  as  low 
interest  loans,  the  payment  of  enter- 
tainment expenses,  limousines,  chauf- 
fers [sic],  dining,  personal,  and  other, 
services  and  benefits."  In  addition  to 
his  $175,000-a-year  salary,  he  was 
able,  under  an  executive  incentive 
compensation  plan,  to  buy  62,000 
shares  of  GAF  stock   (then  selling  at 


2614)  for  5%,  paid  less  than  $1.3''  a 
share  in  cash  for  them,  and  borrowed 
the  rest  from  GAF  at  6%  interest— in- 
terest which  was  more  than  offset  by 
the  dividends  on  the  shares. 

By  the  time  Paul  Milstein  filed  his 
suit,  the  Milsteins  had  sold  Circle 
Floor  to  Kinney  Services,  the  window- 
washing,  movie,  funeral  parlor,  etcet- 
era conglomerate.  The  family  became 
an  influential  force  in  Kinney. 

In  December  GAF  launched  a 
countersuit,  charging  the  Milsteins 
with  a  number  of  sins  of  their  own, 
including  conspiring  to  seize  control  of 
the  company,  attempting  to  disparage 
GAF  and  its  management  so  as  to  de- 
press the  price  of  its  stock  and  make 
it  easier  to  acquire  shares  and  in- 
crease their  voting  power.  In  Febru- 
aiy  GAF  went  one  better,  filed  suit 
against  both  Kinney's  Circle  Floor  di- 
vision and  the  Milsteins,  charging 
them  with  violating  the  antitrust  laws 
by,  among  other  things,  depriving 
GAF  of  some  $3.7  million  worth  of 
floor-tile  business. 

Congery  or  Congeneric? 

In  any  proxy  contest,  the  Milsteins 
could  find  plenty  in  GAF  to  complain 
about.  In  the  five  years  since  the  Gov- 
ernment foisted  its  GAF  holdings  off 
on  the  public,  GAF  had  grown  from 
$241  million  to  $599  million  in  sales, 
but  sales  growth  alone  can  kill  you. 
Whereas  at  the  beginning  of  1965, 
GAF  had  something  like  $44  million 
in  ca.sh,  as  against  $18  million  in 
debt,  by  the  beginning  of  1970  it  had 
only  $20  million  in  cash,  as  against 
$148  million  in  debt.  And  in  1970  its 
earnings— excluding  capital  gains- 
were  $8.3  million  or  34  cents  a  share., 
down  from  $21  million,  or  $1.31,  in 
1968  and  $15  million  in  1965. 

GAF  would  appear  to  be  in  some 
of  the  sexiest  businesses  in  the  U.S. 
economy— chemicals,  film,  copying 
machines.  But  in  virtually  every  field 
in  which  it  operates  GAF  competes 
with  IBM-like  giants— du  Pont  in 
chemicals,  Eastman  Kodak  in  film, 
Xerox  in  copying  machines.  Even 
high-powered  companies  like  3M  and 
Sperry  Rand  have  blanched  before 
competition  like  that. 

Werner,  a  chemist  by  training, 
sought  to  minimize  the  competitive 
imbalance  by  emphasizing  the  thread 
of  chemical  technology  that  pervades 
all  GAF's  businesses.  But  in  practice 
the  results  were  disappointing. 

Could  the  Milsteins  do  better?  Sey- 
mour  Milstein  has  had   only  limited 


Seymour  Milstein 

experience  managing  a  company  of 
the  size,  complexity  and  sophistica- 
tion of  a  GAF.  Milstein's  slate  of  di- 
rectors, many  of  whom  were  once  di- 
rectors of  Kinney's  Warner  Bros.-Sev- 
en  Arts  subsidiary,  has  business  ex- 
perience in  such  fields  as  chemicals, 
canning  and  candy.  There  is  nothing 
in  their  records  to  suggest  they  would 
know  how  to  compete  with  a  Kodak, 
a  du  Pont,  a  Xerox. 

In  a  proxy  fight,  this  hardly  mat- 
ters. The  Milsteins  have  a  weighty 
argument  in  352,974  shares  of  pre- 
ferred, 209,000  shares  of  common; 
Werner  and  his  associates  own  only 
150,150.  And  that,  of  course,  may  be 
the  heart  of  the  matter.  What  the 
Milsteins  are  really  complaining  about 
is  not  the  iniquity  of  GAF's  present 
management,  but  the  bad  judgment 
of  the  Milsteins  themselves  in  selling 
out  the  family's  businesses.  When 
Ruberoid  sold  out  to  GAF  in  1967, 
GAF  common  was  selling  around  25, 
vs.  14  today.  And  in  mid-1968  when 
Circle  Floor  sold  out  to  Kinney  Ser- 
vices, Kinney  common  was  selling  at 
around  40,  vs.  32  today. 

So,  the  question  really  isn't  whether 
Jesse  Werner  did  a  good  job  with 
GAF.  Rather,  the  question  is:  What  is 
there  on  the  record  to  suggest  that 
the  Milsteins  and  their  fellow  direc- 
tors could  do  an  appreciably  better 
job?  ■ 
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Reading  the  Small  Print 

Anaconda  thought  it  was  at  least  partially  insured  against 
ex  propria  tion  In  Chile.  Now  the  U.S.  Go  vermentsays  it  wasn  't. 


We're  insured,  aren't  we?  .  . .  Well, 
aren't  we? 

Anaconda  Co.  Chairman  C.  Jay 
Parkinson  feels  like  the  man  who  has 
just  crashed  his  car  and  is  told  by  the 
insurance  company,  "Sorry,  you're  not 
covered."  Parkinson  had  a  policy  with 
Overseas  Private  Investment  Corp., 
the  U.S.  Government's  vehicle  for  in- 
suring and  guaranteeing  U.S.  private 
investment  in  developing  countries. 

At  stake  is  $235  million  in  insur- 
ance that  Anaconda  claims  it  holds 
on  its  copper  mines  in  Chile.  With  the 
new  Chilean  government  of  Marxist 
President  Salvador  Allende  running 
things,  insurance  might  well  be  all 
that  Anaconda  will  recover  from  its 
vast  investments  in  Chile. 

OPIC  has  written  insurance,  count- 
ing Anaconda's  disputed  portion,  total- 
ing $395  million  on  U.S.  copper  in- 
vestments  in   Chile.    But   OPIC's   re- 


serves total  only  $154  million.  So,  to 
pay  off  on  a  large  part  of  its  policies, 
OPIC  would  need  money  from  Con- 
gress. To  be  sure,  Congress  would  give 
it— the  insurance  is  backed  by  the  full 
faith  and  credit  of  the  U.S.  But  the 
political  outcry  that  would  arise  in  to- 
day's post-Penn  Central  and  Lockheed 
climate  can  be  imagined. 

The  dispute  dates  to  May  and  June 
of  1969  when  Anaconda,  at  the  de- 
mand of  the  Chilean  government  of 
former  President  Eduardo  Frei  Mon- 
talva,  negotiated  to  sell  51%  interest 
in  its  two  big  copper  producing  prop- 
erties—Chuquicamata  and  El  Salva- 
dor—to the  Republic  of  Chile.  The 
sale  was  not  made  willingly  but,  in 
the  words  of  an  Anaconda  official, 
"with  a  gun  at  our  heads."  It  was  a 
jolt  for  Anaconda,  which  had  been  in 
Chile  for  some  50  years  and  consid- 
ered itself  a  good  corporate  citizen. 


Anaconda  had  been  pouring  new 
money    into    the    two    properties    in 
Chile,  and  this  new  investment— not  its 
older  properties— was  insured  against  1 
expropriation,  war  or  nonconvertibil- 
•  jty  of  currency  by  the  predecessor  of  i 
OPIC.  The  key  question  in  the  cur- 
rent  dispute    is    the    status    of    Ana- 
conda's    insurance.     Up    until     1969 1 
some  or  all  of  it  was  not  current  in- 
surance   but    rather   what    is    termed 
standby  insurance,  which  is  really  an 
option  on  insurance  requiring  a  lesser 
premium  to  be  paid.  Each  year  at  a  i 
specific  date  a  company  has  the  op- 
tion of  electing  how  much  of  its  cov- 
erage it  wants  to  make  current  for  the  i 
succeeding    year.    With    the    Chilean  j 
government  turning  unfriendly,  Ana- 
conda certainly  wanted  to  make  the 
insurance   on   its   investment   in   that 
country   current   in    1969.   Its   option 
came  up  Dec.  29,  1969,  two  days  be- 


Home  Base.  Shorn  of  its  Chilean  mines.  Anaconda's  fu- 
ture  is  primarily  in   its  U.S.   mining  properties.  Among 


them:  the  new  copper  mine  at  Twin  Buttes,  Ariz.  Its  grade 
is  low,  but  on  high  volume  should  be  a  money-maker. 


m 


It's  an  III  Wind 

Lockheed's  troubles  may  give  some 
of  its  customers  a  welcome  breather. 


Most  airlines  need  more  airplanes 
like  they  need  a  hole  in  the  head. 
Travelers  tell  of  traveling  in  747s 
where  they  not  only  can  stretch  out 
over  four  seats  but  have  a  choice  of 
which  row  of  four  to  sleep  on;  an 
American  Airlines  747  recently  flew 
from  Chicago  to  Los  Angeles  with  six 
passengers  and  a  crew  of  18.  Last  year 
the  airlines'  l(;ad  factor-the  percent- 
age of  seats  tiiey  managed  to  fill  with 
paying    passengers— was    only    49.9%, 


down  from  a  high  of  67%  in  1951. 
Thus  Lockheed's  and  Rolls-Royce's 
trouble  may  be  a  blessing  in  disguise 
for  those  airlines  that  have  ordered 
Lockheed  L-1011  airbuses.  All  told, 
three  major  ahlines  have  ordered 
them:  Eastern,  37;  TWA,  33;  Delta, 
24.  Of  the  three,  only  Delta  is  in  the 
kind  of  financial  shape  where  it  can 
pay  for  the  planes  without  sweat.  It  is 
solidly  in  the  black  and  has  a  relative- 
ly small  amount  of  debt.  Eastern,  how- 


ever, earned  only  $5.4  million  in  1970 
on  $971  million  in  revenues;  TWA  ran 
$64  million  in  the  red  on  revenues  of 
$1.1  billion.  Both  Eastern  and  TWA 
are  up  to  their  ears  in  long-term  debt 
to  finance  their  present  fleets. 

A  complete  collapse  of  the  L-1011 
project  could  be  another  matter: 
TWA,  for  example,  is  reported  to 
have  made  as  much  as  $100  million  in 
progress  payments  and  other  outlays. 
But  a  mere  delay  could  be  beneficial. 

The  orders  were  placed  in  rosier 
days,  in  1968,  when  airline  traffic  was 
growing  12%  to  13%  a  year.  Last  year 
it  was  just  a  shade  over  4%  and  this 
year  won't  exceed  9%.  The  projected 
1971  growth  is  only  enough  to  fill  a 
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fore  the  effective  date  of  Anaconda's 
sale  of  51?  of  Chuquicamata  and  El 
Salvador.  Anaconda  sent  its  hifjher 
premium  fees  to  the  U.S.  Go\ernment. 
The  Government  sent  them  hack. 

The  in\estment,  said  the  govern- 
ment insurer,  had  changed  in  struc- 
ture. It  was  no  longer  an  American 
compan\,  .\naconda,  which  had  con- 
trol of  those  properties;  it  was  a  for- 
eign government,  Chile.  This  disquali- 
fied the  properties  for  U.S.  insurance, 
the  Government  told  .'\naconda.  In  ef- 
fect, "Sorr> ,  you're  not  covered."  Ana- 
conda replied,  in  cilect,  '"What  does 
structure  have  to  do  with  it?  Our 
money's  still  down  there." 

The  dispute  proliably  will  go  to  ar- 
l)itration  by  the  .American  .Arbitration 
.Association.  Anaconda  has  told  its 
shareholders  that  its  counsel  considers 
it  "unlikely  that  the  agency's  conten- 
tion can  be  sustained."  But  the  com- 
pany also  warned  shareholders  that  no 
determination  can  be  made  of  what 
proceeds  it  would  get  if  its  Chilean 
properties  are  expropriated. 

/Moving  Mountains  by  Faith 

How  did  AiKicoiula  get  into  this 
bind?  At  least  a  partial  answer  seems 
to  lie  in  Anaconda's  faith  in  Chile. 
First  of  all,  the  company's  top  man- 
agement, not  its  insuranc?  depart- 
ment, handled  the  insurance  cm  the 
Chilean  properties.  One  report  has  it 
that  .Anaconda  was  considerate  of 
Latin  sensibilities— insuranc?,  after  all, 
is  a  cold  thing,  indicating  doubt  of 
another  fellou's  word.  .Apparently, 
.Anaconda's  officials  trusted  their  con- 
tacts in  the  Chilean  government.  Rival 
Kennecott  Copper  Corp.  presents  an 
interesting  contrast. 

For  some  years,  Kennecott  had  had 
far  less  hope  for  its  prospects  in  Chile. 
Kennecott  threw  in  the  towel  as  long 
ago  as  1964  and  agreed  to  sell  a  51% 
interest  in  its  great  El  Teniente  mine 
to  the  Chilean  government  for  $90.3 


Wo  Needs  Insurance  I/I/hen  You're  Well?- 


For  a  while  it  looked  almost  like 
a  license  to  print  mone\':  Overseas 
Private  Investment  Corp.  has  been 
a  mone\-maker  for  the  U.S.  Gov- 
ernment in  the  23  years  since  it 
was  set  up  as  part  of  the  Foreign 
Aid  .Agency.  The  idea  was  to  en- 
courage U.S.  private  investment  in 
developing  countries  by  insuring  or 
guaranteeing  at  least  part  of  such 
investment  against  the  risks  of  war, 
expropriation  or  frozen  currency. 

Through  last  June  30  this  gov- 
ernment insurer  had  taken  in  about 
SlOO  million  in  premium  fees.  It  had 
paid  out  only  about  $16  million  in 
claims.  What  insinance  man 
wouldn't  give  his  all  to  get  a  low 
loss  ratio  like  that?  The  Agency 
even  escaped  unscathed  when  Fi- 
del Castro  nationalized  all  U.S.  in- 
vestment in  Cuba  in  1960.  Incred- 
ibly, none  of  the  U.S.  investors  in 
Cuba  had  insurance. 

Also  incredibly,  despite  its  early 
affluence,  OPIC  may  be  on  the 
edge  of  insolvency.  OPIC  has 
some  $8.5  billion  in  insurance  out- 
standing. It  has  over  $170  million 
in  loans  guaranteed.  Against  this 
total  it  has  reserves  of  only  $154 
million.  Add  the  corporation's  cap- 
ital, perhaps  $40  million,  and  only 
some  $2!)()  million  offsets  billions  in 
potential  claims. 

Meanwhile,      in      Chile      alone. 


OPIC  has  written  $749  million  in 
insurance  against  nonconvertibility 
of  currency  and  a  total  of  close  to 
$700  million  more  against  expro- 
priation, insurrection,  risk  of  war, 
etc.  In  today's  Chile,  expropriation 
is  more  than  a  threat.  It  is  becom- 
ing a  fact. 

David  Britt,  deputy  director  cor- 
porate planning  at  OPIC,  con- 
cedes: "If  the  sky  fell  on  the  whole 
rmderdeveloped  world  tomorrow, 
with  no  recovery  whatever,  OPIC 
would  get  claims  totaling  $3.5 
billion  to  $4  billion." 

When  Chile's  newly  elected 
President  Salvador  Allende  finishes 
taking  U.S.  copper  mining  holdings 
in  Chile,  OPIC  may  be  liable  for 
$400  million  on  this  one  account. 

OPIC  will  then  have  to  ap- 
proach the  Congress  for  a  special 
appropriation  to  pay  off  the  insur- 
ance, which  is  backed  by  the  full 
faith  and  credit  of  the  U.S.  Gov- 
ernment. It  doesn't  take  a  Nostra- 
damus to  predict  that  when  that 
happens  voices  will  rise  in  Con- 
gress demanding  an  investigation. 
Some  will  say:  Why  are  we  in  the 
position  of  "bailing  out"  private  in- 
dustry? Who  got  us  into  this  mess? 
But  for  all  this,  in  the  end  Con- 
gress will  have  to  pay  up  and  per- 
haps learn  some  hard  truths  about 
the  insurance  business. 


million;  the  sale  took  place  in  1967. 
Kennecott  invested— through  a  wholly 
owned  subsidiary  set  up  for  the  pur- 
pose—the entire  proceeds  in  expansion 
of  the  mine.  OPIC  agreed  to  guarantee 
$80  million  of  that  investment  against 
expropriation,  and  Kennecott,  thanks 
to  its  skepticism  over  Chile's  pros- 
pects, not  only  took  out  insurance,  it 
kept  it  current. 


Be  this  as  it  may,  the  whole  affair 
is  going  to  leave  a  bad  taste  in  the 
mouths  of  a  good  many  businessmen. 
It  looks  suspiciously  as  if  the  govern- 
ment agency  used  a  technicality  to 
try  to  welsh  on  its  obligation. 

Meanwhile,  Anaconda  could  be  left 
holding  the  bag  for  a  sum  of  money 
that  woiks  out  to  nearly  $11  a  share- 
on  a  stock  now  selling  in  the  low  20s." 


U^^^-/,«-^^«fc-, 


few  of  the  empty  seats.  It  will  hardly 
require  new  equipment. 

But  what  about  the  competitors, 
the  airlines  that  have  ordered  McDon- 
nell Douglas  DC- 10s— a  rival  craft  to 
the  L-1011?  Will  their  new  airbuses 
give  them  a  competitive  advantage 
over  those  airlines  still  waiting  for 
L-lOlls?  Probably  not,  for  if  the  Boe- 
ing 747s  haven't  been  great  traffic 
builders— and  they  haven't— the  DC- 
lOs  aren't  likely  to  be  either. 

In  fact,  the  United  Air  Lines  divi- 
sion of  UAL,  Inc.  already  has  canceled 
eight  of  its  firm  orders  and  15  of  its 
options  for  DC-lOs. 

In  times  like  this,  who  needs  more 
airplanes?  ■ 
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Meshulam  Riklis 


The  Power,  the  Profit  and  the  Glory 

His  methods  have  been  highly  individual,  but  against  all 
odds  he  has  created  one  of  the  giants  in  U.  S.  business. 


Just  under  eight  years  ago,  the  $275- 
million  conglomerate  that  39-year-old 
Meshulam  Riklis  had  built  seemed  on 
the  verge  of  collapse— another  of  those 
nine-day  financial  wonders.  Or  so  it 
seemed.  Riklis'  bankers  were  press- 
ing for  repayment  of  their  loans  to 
Rapid-American,  control  center  of 
Riklis'  operations,  and  demanding 
that  Riklis  himself  resign— a  demand 
he  politely  refused.  "I  will  not  resign," 
he  said  firmly,  hiding  his  panic  be- 
hind hooded  eyes.  "You  can,  of 
course,  throw  me  out." 

The  banks  stopped  short  of  that— 
for  lack  of  any  alternative,  perhaps. 
But  Riklis  was  shaken,  ashen.  The 
nervous  stomach  that  had  greeted  his 
1956  bid  for  control  of  Smith  Corona 
(now  SCM)  had  blossomed  into  a 
full-blown  ulcer.  Only  a  few  months 
before,  Riklis  had  predicted  that  Rap- 
id's 51%-owned  McCrory  affiliate 
would  earn  $12  million  in  1962:  It 
actually  earned  under  $4  million.  As 
a  result  McCroiy  common  lost  nearly 
half  its  value,  and  the  collateral  for 
Rapid's  loans  disappeared. 

"You  heard  about  that  guy  when 
they  brought  him  the  fish  in  the  res- 
taurant," Riklis  says  now.  "He  looked 
at  the  fish,  and  he  said,  'You  see,  you 
big  schnook,  if  you  hadn't  opened 
your  big  mouth,  you  wouldn't  be 
here.'  So,  had  we  not  opened  our 
mouth  and  said  what  we  were  going 
to  do,  we  wouldn't  have  been  there." 

This  is  the  way  Meshulam  Riklis 
talks  these  days— so  cocky  that  he  can 
afford  to  be  self-deprecating.  His  em- 
pire is  not  exactly  booming— Rapid- 
American's  earnings  were  probably 
down  by  a  third  last  year  and  its  stock 
sells  at  one-third  its  1969  high-but 
Riklis  has  passed  a  major  test:  His 
conglomerate,  which  almost  came 
apart  in  1963,  seems  basically  un- 
shaken by  the  far  rougher  shocks  that 
beset  most  companies  in  1970. 

Rapid-Americai)  certainly  looked 
\  iiihtrable.  In  fiscal  1969,  it  had  sales 
of  ■'i>2.1  billion  and  assets  of  $1.7  bil- 
lion, but  only  $21  million  in  net  prof- 
it. True,  it  has  averaged  an  astound- 
ing 41%  retxn-n  on  stockholders"  equity. 
But  its  return  on  total  capital  is  a  bare- 
ly average  10.5'/.  The  dilfeience  in 
the  two  figures  is  the  result  of  finan- 
cial leverage:  As  against  just  $175 
Diiliion  in  equity  capital.   Rapid   has 
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nearly  $1  billion  in  mortgages,  notes, 
debentures  and  minority  interests. 

Its  financial  structure  aside,  Rapid- 
American  is  a  good  deal  simpler  than 
most  of  the  conglomerates  that 
merged  their  way  into  giantism  in  the 
Soaring  Sixties.  As  an  operating  com- 
pany. Rapid  consists  of  Leeds  Travel- 
wear  (luggage)  and  Joseph  H.  Cohen 
and  Cross  Country  Clothes  (men's 
suits).  As  a  holding  company,  it  con- 
trols a  retailing  combine,  McCrory 
Corp.,  56%-owned,  and  a  consumer 
products  company.  Glen  Alden  Corp., 
64%-owned.  McCrory,  one  of  the 
U.S.'  dozen  or  so  largest  nonfood  re- 
tailers, is  composed  of  the  McCrory- 
McLellan-Green  variety  chain,  the 
Oklahoma  Tire  and  Economy  auto 
supply  stores,  the  S.  Klein  discount 
department  store  chain  and  a  major- 
ity (61%)  interest  in  Lerner  Stores, 
the  women's  specialty  shop  chain. 
Glen  Alden,  a  conglomerate  that  Rik- 
lis is  restructuring  as  a  consumer 
packaged  goods  company,  still  has 
some  textile  operations  and  a  build- 
ings materials  business  (Panacon,  77%- 
owned),  but  its  principal  interests 
—and  the  main  vehicle  of  its  future  de- 
velopment—are three  consumer  pack- 
aged goods  companies:  International 
Playtex  (bras,  baby  pants,  nursing 
bottles),  the  B.V.D.  Co.  (undergar- 
ments and  infants'  wear),  and,  its 
crown  jewel,  Schenley  Industries  (liq- 
uor), 88%-owned. 

Plenfy  Multi  Meshulam 

Playtex  and  Lerner  are  among  the 
leaders  in  their  respective  businesses. 
S.  Klein  and  B.V.D.  are  among  the 
laggards.  But  in  Rapid,  as  in  so  many 
other  companies  created  out  of  ambi- 
tion rather  than  economic  necessity, 
what  matters  is  its  principal  proprie- 
tor: Meshulam  Riklis,  now  47,  who, 
through  his  10.9%  stock  interest  in 
Rapid,  effectively  controls  the  entire 
$1.7-billion  complex. 

"Rapid  is  so  constructed,"  Riklis  ex- 
plains in  that  same  self-deprecating 
tone,  "as  to  give  me,  a  small  man  with- 
out means,  a  chance  to  control  a  very 
much  larger  company— to  build  an  em- 
pire." Thus  Rapid  is  a  holding  compa- 
ny with  enough  cash  flow  from  its 
own  operations  to  support  the  debt  it 
has  issued  to  finance  its  other  acqui- 
sitions.   The    acquisitions    themselves 
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Modern  Masters.  Riklis'  en- 
thusiasm for  art  has  made  his 
house  info  a  gallery  and 
brought  McCrory  Corp.  its 
own  art  collection.  The  Picas- 
so, above,  belongs  to  Riklis; 
the  Rodin,  below,  to  McCrory. 


provide  the  growth,  the  earnings,  the 
power  and  the  glory  Rapid  and  Riklis 
otherwise  n^ed  to  sustain  themselves. 

So  far.  Rapid  has  made  Riklis  a 
millionaire,  tliou5jh  not  really  a  hi" 
millionaire.  "Im  a  »i (////millionaire," 
he  savs  cheerfully.  How  multi?  you 
ask.  "Plenty  multi,"  he  says.  "Over  ten 
million."  He  is  also  one  of  the  half 
dozen  highest  paid  executives  in 
.America:  The  Rapid  complex  yields 
him  a  S37.5.240-a-year  salan,  a  sum 
that  looks  modest  onlv  heside  the 
•S640,000  Harold  Ccneen  pays  himself 
for  his  services  to  International  Tele- 
phone &  Telegraph. 

These  days,  however,  Riklis  seems 
less  concerned  with  wealth  than  with 
its  by-products.  V\'hat  s^ems  to  coimt 
is  that  he  now  can  indulge  his  cul- 
tural and  intellectual  interests— to  as- 
semble one  of  the  more  promising  pri- 
vate collections  of  modern  art  in  Xevv 
York,  to  wander  through  academia 
beguiling  a  g-^-neration  of  bedazzl'-'d 
business  students  with  tlie  account  of 
his  achie\ement,  and  e\en  to  pursue 
his  ever-expanding  charitable  and 
philanthropic  activities. 

His  success  has  brought  him  a  pala- 
tial six-story  townhouse  off  Fifth  Ave- 
nue that  once  belonged  to  tlie  Sulz- 
bergers  of  The  \ew  York  Times.,  it  has 
brought  him  guards  and  servants.  Ii\- 
eried  chauffeurs  and  limousines,  ail 
the  trappings  of  great  wealth.  It  has 
won  him  awards  and  honorary  de- 
grees, plaques,  statuettes  and  memen- 
toes—kudos he  obviously  cherishes.  It 
has  made  him  one  of  the  pillars  of 
New  York's  highly  structured  Jewish 
community,  enai)led  him  to  hobnob 
with  artists  and  politicians,  thinkers 
and  theologians,  to  stand  1)\  the  levers 
of  po\ser.  It  is  this  that  moves  him 
more  than  money.  He  sa\s,  and  truly, 
"We  don't  believe  in  holding  onto 
our  mone\." 

Yet,  for  all  his  considerable  social 
eminence,  Riklis  has  vet  to  win  the 
unqualified  approval  of  the  New  York 
financial  community.  A  leading  insur- 
ance company,  not  among  his  lenders, 
views  him  with  frank  and  admittedly 
unfounded  suspicion.  Even  Lehman 
Bros.,  once  among  his  enthusiastic 
supporters,  as  Riklis  himself  admits, 
washed  its  hands  of  him  in  the  de- 
bacle of  eight  years  ago. 

And  yet,  there  is  no  question  of  not 
bu\  ing  a  used  car  from  this  man.  No- 
body who  has  ever  dealt  with  him 
seriously  questions  his  essential  hones- 
ty, integrity,  probity.  His  problems 
arise  in  part  from  envy,  in  part  from 
his  personality.  His  self-deprecation 
scarcely  masks  his  sense  of  his  own 
superiority.  His  personal  st\le  is  the 
stance  of  an  outsider,  smart-alecky, 
iconocla.tic,  the  sort  that  does  not  al- 
ways inspire  confidence  in  the  financial 
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Establishment.  After  all,  no  other  con- 
glomerator  earned  his  Master's  degree 
in  Business  Administration  (Ohio 
State,  1966)  with  a  thesis  detailing 
the  steps  involved  in  creating  his  own 
empire.  There  are  literally  hundreds 
of  men  in  U.S.  industry  who  are  richer 
than  Meshulam  Riklis.  But  there  are 
very  few  who  are  more  interesting 
than  he  is. 

Riklis,  in  short,  is  the  stuff  of  which 
m\  ths  are  made.  And  according  to 
one,  he  is  a  sort  of  Jewish  Horatio 
Alger  who  found  the  promised  land 
in  America.  But  Riklis  did  not  really 
rise  from  rags  to  riches.  True,  he  came 
to  the  U.S.  from  Israel  in  1947  with 
only  $4,000  in  his  pocket,  and  there- 
after worked  to  put  himself  through 
college.  But  in  Israel  the  Riklises  were 
at  least  moderately  well  off  (see  box, 
p.  39).  "I  wasn't  poverty  stricken,"  he 
says.  "I  was  independent.  I  worked 
because  I  wanted  to  work.  I  wasn't 
taking  any  help  from  anybody.  I  never 
wanted  to  take,  and  I  didn't  take." 

According  to  yet  another  myth, 
Riklis  by  temperament  was  a  scholar 
and  a  teacher  whose  idealism  was 
compromised  by  its  contact  with  the 
crass  American  business  culture.  And 
it's  true  that  he  did  teach  both  He- 
brew and  mathematics  at  one  time  or 
other,  but  the  fact  is,  he  got  out  of 
teaching  the  moment  he  could  afford 
to  do  so.  "I  always  wanted  to  go  into 
business,"  he  says.  "When  I  was  a  kid 
in  Tel  Aviv,  they  used  to  call  me  the 
Minister  of  Finance."  He  was  a  fat 
kid,  a  boy  scout,  an  only  son,  a  bright 
pupil,  and  even  at  that  early  an  age 
Riklis  had  a  talent  for  making  money 
—as  well  as  for  spending  money.  At 
first  he  made  kites  and  sold  them  to 
his  playmates  ("He  was  a  manufac- 
turer," his  father  says  with  a  smile), 
later  he  diversified  into  silkworms  and 
marbles  and  sold  them  as  well  ("He 
became  an  industrialist"). 

During  World  War  II,  Riklis  joined 
the  British  8th  Army,  and  wound  up 
as  a  chaplain's  chauffeur;  he  married, 
for  a  time  lived  in  a  kibbutz  and  in 
1947  came  to  the  U.S.  with  his  wife 
and  child  to  study  business  and  eco- 
nomics. He  got  his  B.A.  and  a  start  on 
his  Master's  at  Ohio  State,  and  then, 
in  1951,  went  to  Minneanolis  where 
he  got  a  job  teaching  Hebrew  and 
took  a  part-time  job,  first  as  a  security 
analyst  and  then  as  a  customer's  man 
with  Piper,  Jaflray  &  Hopwood,  a  lo- 
cal brokerage  firm.  The  combination 
proved  uncommonly  agreeable.  His 
post  as  a  Hebrew  teacher  gave  him 
access  to  some  of  the  wealthiest  Jew- 
ish homes  in  Minneapolis,  and  that  ac- 
cess soon  paid  off  in  a  flood  of  broker- 
age business.  Riklis  has  never  hesi- 
tated to  press  his  ethnic  situation.  For 
instance,  he  once  began  a  successful 
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Mixed  Bag.  McCrory's  re- 
tailing operations  include 
discount  department  stores 
(Klein),  variety  stores  (Green) 
and  specialty  shops  (Lerner), 
but  the  financial  results  are 
as     different     as     the     stores. 


piccli  to  a  prospective  lender  with,  "I 
ianderstand  you  guys  are  anti-Semitic") 

Within  a  year,  Rikhs  was  earning 
$10,000  a  year  in  commissions,  and 
within  two  years,  he  had  begun  to 
organize  the  first  of  the  investment 
syndicates  that  were  to  lead  him  in 
succession  into  Marion  Power  Shovel, 
Balcrank,  Gruen  Watch  and  finally,  in 
1955,  yito  Rapid  Electrotype,  the  nu- 
cleus of  Rapid- American. 

Riklis'  backers  were,  by  and  large, 
interested  in  quick  capital  gains,  but 
Riklis  had  bigger  game  in  view.  He 
had  already  begun  dreaming  of  build- 
ing a  billion-dollar  empire  based  on 
the  rebuilding  of  undervalued  compa- 
nies. The  skills  of  the  mathematician 
and  the  security  analyst  identified  the 
investment  targets,  but  what  really 
made  Riklis'  ventures  go  was  his  abil- 
ity to  exploit  his  own  extraordinary 
talent  for  personal  relationships— for 
establishing  close  friendships,  or  what 
passes  for  friendships  in  the  business 
world,  that  he  could  capitalize  on 
when  the  circumstances  required  it. 
He  successfully  carried  off  his  nego- 
tiations with  Rapid  Electrotype's  aging 
proprietor  in  part  because  he  entered 
into  them  with  the  sponsorship  of 
two  friends,  who  happened  to  be  the 
leaders  of  the  local  financial  commu- 
nity. Later  he  picked  up  Butler  Broth- 
ers because  a  friend's  sister  introduced 
him  to  her  boss,  who  was  by  chance 
Los  Angeles  investment  banker  Ber- 
nard G.  Cantor,  head  of  Cantor,  Fitz- 
gerald &  Co.  The  pattern  was  to  be 
repeated  again  and  again. 

And  these  relationships  were  not 
simply  temporary.  A  large  number  of 
Rapid's  present  officers  and  directors 
came  into  the  Riklis  orbit  years  ago. 
One  taught  with  him  in  the  Minne- 
apolis yeshiva.  Another  was  a  mem- 
ber of  his  first  syndicate.  Still  another 
served  with  him  in  the  8th  Army. 
"You  couldn't  find  a  better  friend," 
says  Charles  Bassine,  chairman  of 
Spartans  Industries.  During  Rapid's 
1963  troubles,  Riklis  laid  out  nearly  a 
half  million  dollars— virtually  all  his 
personal  fortune— to  prevent  his 
friends  and  colleagues  from  being 
wiped  out.  But  that  loyalty  has  its 
corollary.  Riklis  has  never  forgiven 
the  backers  who  turned  on  him  in 
Gruen  Watch  in  the  mid-Fifties,  any 
more  than  he  has  ever  forgiven  the 
colleague  who  ne\er  paid  back  the 
money  he  borrowed  in  1963.  "I  see 
him  fnjm  time  to  time,"  Riklis  says. 
"But  I  never  speak." 

"Rik  has  a  marvelous  personality," 
an  old  antagonist  observes.  "You  can't 
be  his  enemy  very  long."  And  the  cele- 
brated Riklis  charm  is  at  least  as  ef- 
fective with  strangers.  Without  prior 
Hitroduction,  he  called  up  Gurdon 
Wattles,  chaimian  and  creator  of  El- 


Albert  A.  List 

tra  Corp.,  who  eventually  sold  him 
his  interest  in  Smith  Corona  and 
American  Colortype  (see  box,  p.  34), 
just  as  he  did  Harold  Lane  Sr.,  when 
he  went  after  Lerner  Stores.  "He  has 
never  been  one  to  beat  around  the 
bush,"  Bernie  Cantor  says.  "Even 
when  he's  going  after  a  company,  he 
just  walks  in,  slaps  down  his  card,  and 


On  The  Spof?  In  New  York 
lasf  month,  state  crime  inves- 
tigators linked  Schenley's 
Rosenstiel  with  the  under- 
world. Said  he:  "Utterly  ri- 
diculous,    absolutely    false." 


says,  'My  name  is  Riklis,  I  want  to 
buy  your  company.'  He  has  a  style  all 
his  own." 

Yet  that  style  is  highly  adaptable. 
A  rather  short  man,  with  a  mane  of 
streaked  gray  hair,  Riklis  is  at  one 
moment  the  cultivated  Israeli,  ex- 
pounding solemnly  on  the  niceties  of 
his  art  collection.  The  next,  he  has 
launched  into  a  dialect  story  with  all 
tlie  exuberance  of  a  professional  Jew- 
ish comedian.  That  completed,  he 
may  subside  into  the  gray-flannel  ease 
of  a  self-assured  midwestern  business- 
man. And  which  is  the  real  Riklis?  All 
of  them  probably,  and  very  probably 
it  is  his  ability  to  take  on  the  colora- 
tion of  the  people  with  whom  he 
deals  that  explains  his  ability  to  win 
friends  and  influence  people. 

"How  did  we  did  it?"  he  cries  with 
linguistic  uncertainty  of  a  latter-day 
S.Z.  Sakall.  And  the  response  may 
come  in  the  measured  tones  of  a  uni- 
versity don:  "The  effective  nonuse  of 
cash." 

This  is  no  joke— "The  effective  non- 
use  of  cash."  Nor  is  Riklis  really  joking 
when  he  says  that  there  are  two  kinds 
of  money,  hard  cash  and  paper  money. 
Early  in  the  game,  he  explains,  he  es- 
tablished as  a  principle  "not  to  pay 
cash  for  a  company  that  cannot  im- 
mediately generate  at  least  a  similar 
amount  of  cash  for  the  next  move.  If, 
however,  such  an  acquisition  is  de- 
sirable, but  cannot  produce  the  cash, 
then  it  has  to  be  acquired  via  another 
method  of  financing." 

For  example,  the  $4.5-million  cash 
portion  of  the  purchase  price  of  Amer- 
ican Colortype  was  quickly  offset  by 
the  sale  of  Colortype's  real  estate  and 
other  assets.  The  $10  million  for  Okla- 
homa Tire  came  directly  from  the  sale 
of  receivables,  the  $2  million  for  Na- 
tional Shirt  Shops  out  of  its  own  ex- 
cess cash  reserves  and  the  $22  mil- 
lion for  H.L.  Green  out  of  the  sale  of 
a  foreign  affiliate. 

Ideally,  of  course,  Riklis  never  uses 
cash  at  all,  he  uses  the  paper  money 
whenever  he  can.  "If  you  knew  I  was 
in  a  position  to  buy  something  for 
cash,"  he  says,  "would  you  give  me 
credit?  Of  course  you  would.  But  if  I 
did  not  have  the  cash  to  pay  for  what 
I  wanted,  I  would  certainly  be  re- 
quired to  pay  cash  for  it."  So  Riklis 
has  generally  done  his  best  to  main- 
tain substantial  cash  reserves  that  he 
can  borrow  against  if  he  needs  to. 
"Time  and  again,"  he  says,  "our 
group  of  companies  stayed  out  of 
trouble  by  having  one  or  another  as  a 
large  holder  of  cash,  commanding  the 
respect  and  confidence  of  financial 
institutions." 

There  are  hazards  to  such  a  strat- 
egy—the creation  of  extremely  high 
(Continued  on  page  31) 
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The  smoothest  Impala  ever 
has  the  longest 
wheelbase  ever. 


You've  changed. 

We  know.  In-depth  research  and  good  old  com- 
Tiop  sense  told  us  you'd  be  determined  to  get  more 
:ar  for  your  money  than  ever  before. 

So  we've  changed  in  response  to  you. 

We've   brought   you   more    Impala   than   ever 
3efore.  A  totally  new  one  for  1971.  And  we've  given  it 
ride  that  eclipses  even  last  year's  for  comfort. 

That's  thanks  to  our  longest  wheelbase  ever. 
L21.5  soothing  inches  of  it. 

And  thanks  to  our  new  chassis. 
Nidev.  Steadier. 

And   our   new   suspension, 
imoother.  Quieter. 

But  you'd  like  all  the  peace  of 
nind  and  quiet  you  can  get,  too. 


Impala 


Right? 

You've  got  it. 

With  Impala's  standard  power  disc  brakes  for 
steady,  even  stops. 

With  its  new  roof,  which  puts  two  welded  steel 
roof-panels  over  your  head.  Stronger.  Quieter. 

With  its  new  windshield.  For  improved  visibility. 

And  with  its  new  power  ventilation  system  that 

turns  on  when  the  car  does.  It  pulls  fresh  air  in,  through, 

and  back  out  again. 

Even  standing  still,  with 

the  windows  rolled  up. 

'71  Impala.  A  lot  of 

good  changes.  For  one 


good  reason. 

You've  changed. 


l971.YouVe  changed.  WeVe  changed. 


Vhatif  thewar 
inded  tomorrow? 

V  Aerospace  would  still  be  involved  in  the  continuing  need  for  defense. 

But  while  we've  been  helping  the  defense  effort,  we've  been  looking 
sad  to  peace.  With  one  thought  in  mind. 

Our  society  has  spent  billions  protecting  its  freedom.  And  will  spend 
5n  more  in  the  future  creating  a  better  quality  of  life  in  America. 

So  we  started  years  ago  to  become  part  of  this  challenging  future.  And 
applying  our  aerospace  management  efficiencies  and  technological 
)w-how  we  have  begun  to  solve  many  of  the  basic 
)blems  here  on  earth. 

To  provide  low  income  housing  we  are  building  modular  homes.  Quality 
Ties  that  are  pre-plumbed.  Pre-wired.  And  they  can  be  occupied  the 
ne  day  they're  assembled. 

To  get  more  people  more  places  faster,  we're  developing  rapid  transit 
tems.  Systems  which  are  ready  for  application  now. 

And  what  we  learned  about  computer  miniaturization  in  space  vehicles 
>eing  used  in  an  effective  highway  safety  system  called  Orbis. 

So  when  you  talk  about  the  war  ending,  you're  talking  about  a  lot  of 
:iting  things  continuing  at  LTV  Aerospace. 
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(Continued  from  page  26) 
levels  of  debt  and  the  subordination 
of  operations  to  purely  financial  man- 
agement, for  instance.  But,  provided 
the  cash  is  there,  Riklis  argues,  these 
are  not  major  hazards.  "The  few  se- 
rious problems  that  have  occurred 
were  caused  directly  by  our  not  keep- 
ing to  our  basic  principle  of  nonuse 
of  cash." 

And  that's  what  went  wrong  in 
1963:  Riklis  went  out  and  spent  all 
his  cash. 

For  various  reasons,  including  the 
fact  that  its  operating  properties  were 
neither  particularly  good  nor  partic- 
ularly profitable.  Rapid  was  faced 
with  a  severe  drop  in  its  prospective 
1962  earnings.  But  its  nonconsolidated 
McCrory  affiliate  seemed  headed  for 
a  record  year.  Rapid  owned  only  35% 
of  McCrory,  but  Riklis  recognized  that 
by  increasing  its  interest  in  McCrory 
to  51!f,  Rapid  could  consolidate  its 
earnings  for  reporting  purposes  and  so 
offset  the  expected  decline  in  Rapid's 
other  earnings.  And  so,  in  late  1962 
Rapid  picked  up  some  7()0,0()()  shares 
of  McCrory  at  a  cost  of  S15  million. 
In  so  doing  it  not  only  committed  its 
own  cash  reserves,  it  also  borrowed 
idditional  money  from  the  banks,  us- 
ing its  holdings  in  McCrory  as  collat- 
eral for  the  loans. 

Alas,  McCrory  had  begun  to  run 
into  problems.  Its  1962  earnings 
proved  to  be  under  S4  million  rather 
:han  over  $10  million,  and  as  the 
ivord  leaked  out,  the  price  of  McCro- 
7's  stock  fell  from  a  1962  high  of 
>5".  to  a  1963  low  of  91i.  Rapid's 
creditors  began  to  call  for  more  col- 
ateral  for  their  loans,  and  Rapid  tee- 
ered  on  the  edge  of  bankruptcy. 
The  company  was  not  in  bad  shape, " 
Riklis  says.  "Yet  Riklis  was  nailed  to 
I  cross  and  shot  at  in  addition  by 
joisoned  arrows." 

Nor  could  Rapid  dip  into  McCro- 
y's  cash.  McCrory's  $30-million  cash 
eserve  itself  had  been  dissipated  as 
veil.  Not  only  had  McCrory  built  up 
'noymous  inventories,  it  had  also  laid 
)ut  some  $10.6  million  to  buy  in  some 
[72,000  shares  of  its  own  stock.  "May- 
)e  I  teas  $15  million  into  the  banks  in 
he  parent  company,"  Riklis  says.  "But 
f  one  of  your  subsidiaries  has  got 
130  million  cash  in  the  bank,  it 
vouldn't  be  so  bad.  Only  that  other 
i30  million  was  gone  too— dissipated 
nto  inventories,  and  the  operating 
)r()fits  were  not  there." 

Under  pressure  from  the  banks, 
liklis  fired  McCrory's  professional 
lanagers  and  moved  heaven  and 
arth  to  get  both  companies  liquid 
gain.  He  sold  off  all  of  Rapid's  op- 
rating  properties  (save  the  Electro- 
ype  plant  that  gave  Rapid  its  name) 
nd  he  set  about  to  restore  McCrory's 
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cash  reserves,  mainly  by  liquidating 
its  top-heavy  inventories.  Within  six 
months,  McCrory  had  generated  $30 
million  in  cash,  and  the  heat  was  off. 
Some  of  the  sales  hurt,  but  as  Riklis 
says:  "There  are  things  we  had  to  do 
to  stay  alive.  I  wouldn't  guarantee 
what  my  daughter  would  do  if  she 
was  in  a  coinitry  devastated  by  war 
and  had  no  food.  You've  got  to  re- 
member, the  idea  is  to  survive." 

What  is  most  impressive  is  how 
Riklis'  friends  rallied  around  in  Rap- 
id's time  of  troubles.  Probably  nobody 
helped  more  than  Albert  A.  List 
(Forbes,  Mar.  1),  then  chairman  of 
Glen  Alden  Corp.,  who  went  about 
urging  Rapid's  creditors  not  to  fore- 
close, attempting  to  buy  McCrory 
himself  at  one  point,  to  take  over  Ler- 
ner,  and  finally  even  selling  his  con- 
trolling interest  in  Glen  Alden  to  Rik- 
lis. Says  List:  "The  turning  point  in 
Mr.  Riklis'  career  came  when  he  ac- 
quired Glen  Alden— and  the  support 
of  its  $35  million  in  cash." 

Friendly  Deals 

In  scouting  for  acquisitions,  Riklis 
has  always  looked  especially  for  com- 
panies presided  over  by  aging  en- 
trepreneurs, men  who  are  childless  or 
whose  heirs  have  found  other  things 
to  do  with  their  lives.  And  so,  during 
the  Sixties,  mainly  out  of  the  circle  of 
such  friends  and  acquaintances,  Rik- 


lis added  a  series  of  choice  compa- 
nies to  the  Rapid-American  complex. 
Abe  List,  of  course,  affords  the  most 
notable  example.  But  there  are  plenty 
of  others:  Harold  Lane  Sr.  (Lerner), 
Isidore  and  Wilfred  Cohen  (Joseph 
H.  Cohen  &  Sons),  Sol  Kittay 
(B.V.D.),  Simon  Fabian  (Stanley 
Warner),  Lewis  Rosenstiel  (Schenley 
Industries). 

"The  people  with  whom  I  have 
had  contact,"  Riklis  says,  "it  was  easy 
for  me  to  do  business.  It's  true,  I  have 
dealt  with  the  biggest  in  the  country. 
Every  one  of  them  could  buy  and 
sell  me  many  times— Mr.  Kittay,  Mr. 
List,  Mr.  Izzie  and  Willie  Cohen,  Mr. 
Harold  Lane  Sr.,  you  name  them— Si 
Fabian,  Lew  Rosenstiel.  I  have  rela- 
tionships with  these  people,  the  finest." 

And  by  and  large  the  acquisitions 
that  stemmed  from  these  relationships 
were  the  most  successful.  "We  had 
to  pay  more  for  what  we  bought  than 
other  people  would  have  had  to  pay," 
Riklis  comments.  "When  Lorillard 
wanted  Schenley,  we  had  to  pay  more 
in  order  to  get  it.  Oh,  we  paid.  We 
paid  for  Playtex,  and  we  paid  for 
B.V.D.,  and  we  paid  more  for  every- 
thing. We  bought  everything  retail— 
from  my  very  good  friends.  They  all 
did  well,  and  we  did  well.  Otherwise 
we  wouldn't  have  had  the  deal." 

One  reason  that  Riklis  did  well 
while  paying  well  was  that  most  of 
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Questions  for  management 

looking  for 

new  plant  locations 

Before  authorizing  the  search,  here  are  some 
questions  to  consider. 

•  Will  our  survey  be  made  impartially,  free  from 
internal  prejudices  and  external  pressures? 

•  Will  the  results  be  presented  with  clearly 
defined  recommendations  backed  up  by  facts? 

•  Will  the  survey  be  handled  confidentially  so 
that  we  have  complete  control  of  publicity? 

•  Will  the  survey  be  made  in  logical  sequence, 
isolating  the  best  location  step  by  step? 

•  Can  my  people  sift  the  many  claims  they'll 
receive? 

•  Do  we  have  the  resources  to  follow  through 
on  optioning  and  proving  out  a  site? 

An  Austin  Plant  Location  Survey  can  help  you 
answer  these  important  questions.  It  is  one  of 
seven  Austin  engineering-economic-consulting 
services  which  are  an  important  initial  step 
in  a  systems  approach  to  the  development  of 
optimum  solutions  to  plant  facility  problems. 

For  further  Information,  please  write,  wire 

or  teletype:  The  Austin  Company, 

3650  Mayfield  Road,  Cleveland,  Ohio  44121. 


THE  AUSTIN 
COMPANY 

Designers  ■  Engineers  ■  Builders 


the  deals  were  not  made  for  cash. 
They  were  made  with  paper  money, 
i.e.,  stocks  and  notes  and  bonds.  RikHs 
has  always  been  generous  with  this 
other  kind  of  money. 

Then  too,  by  staying  largely  within, 
the  Jewish  community,  Riklis  avoided 
the  pitfalls  that  beset  some  of  the  oth- 
er acquirers  of  the  Sixties— Jim  Ling, 
for- example,  Saul  Steinberg,  Ben  Hei- 
neman.  Except  possibly  in  Smith  Cor- 
,ona,  Riklis  has  never  launched  a  head- 
long attack  on  the  U.S.  business  es- 
tablishment, as  Ling  did  with  Jones  & 
Laughlin,  or  as  Steinberg  did  with 
Chemical  Bank.  Says  Riklis:  "I  will  not 
go  into  the  steel  business.  Never. 
Jimmy  Ling,  he's  entitled.  He's  got  the 
right  religion." 

While  recognizing  his  limitations, 
Riklis  was  determined  to  keep  them 
from  crippling  him.  And  so,  back  in 
1964,  when  Rapid  and  McCrory  were 
recovering  from  their  troubles,  Riklis 
had  already  begun  to  look  for  new 
fields  to  conquer.  "You  have  to 
dream,"  he  says.  "That  is  why  I  de- 
cided to  take  part  of  the  money  we 
had  generated  in  McCrory  and  invest 
it  in  control  of  another  company."  An 
attorney  named  Jack  Rosen  brought 
to  his  attention  Schenley  Industries, 
the  $500-million  distilling  giant  con- 
trolled by  aging  Lewis  Rosenstiel. 

To  Rikhs,  Schenley  looked  like  a 
natural.  "One,"  he  explains,  "I  felt 
there  would  be  no  Jewish-Gentile 
problem.  Two,  Schenley  had  big  as- 
sets—inventories and  so  on— that  could 
be  converted  into  cash.  Three,  it  was 
the  kind  of  business  that  did  not  re- 
quire technical  knowledge,  I  could  go 
in  myself  if  necessary.  Four,  it  car- 
ried great  influence.  Five,  it  was  one 
of  the  major  companies  in  the  indus- 
try, and  so  would  be  easier  to  move. 
And  six,  I  thought  I  could  do  better 
than  the  present  management." 

Lew  Rosenstiet's  Money  Machine 

But  Riklis  did  not  simply  pick  up 
the  phone  and  introduce  himself  to 
Lew  Rosenstiel  as  he  had  a  decade 
earlier  to  Gurdon  Wattles.  At  75,  Ro- 
senstiel was  one  of  the  great  cur- 
mudgeons of  American  business  and 
unlikely  to  be  impressed  by  a  new- 
comer like  Riklis.  "Schenley  was  sell- 
ing for  20,"  Riklis  says.  "I  figured  it 
would  cost  us  30,  35.  There  were  6 
million  shares  outstanding,  so  if 
you've  got  to  buy  3  million  shares, 
even  at  30,  you  need  $100  million. 
If  I  could  control  a  company  that  had 
$75  million  in  net  worth,  I  could  bor- 
row $25  million,  and  I  could  swing  a 
$100-million  deal  with  that  as  a  down 
payment." 

Such  a  company,  Riklis  goes  on,  ex- 
isted in  the  form  of  Abe  List's  Glen 
Alden    Corp.,   which   had   unsuccess- 
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fully  negotiated  with  Rosenstiel  in  the 
past.  "I  sold  Abe  List  on  the  idea 
that  we  should  take  Glen  Alden,  ba- 
sicalh"  liquidate  it  and  use  it  as  a  ve- 
hicle to  buy  other  things."  List  went 
to  Florida,  where  Rosenstiel  lives 
much  of  the  >ear,  told  him  about 
Glen  .\lden's  interest  and  arranged  for 
Riklis  to  see  him  later  in  Washington. 
"It  was  obvious,"  Riklis  says,  "that 
Lew  wasn't  e.xactK  ready  to  sell,  and 
that  it  would  take  time  to  convince 
him,  but  he  was  an  older  gentleman 
and  time  was  on  our  side. 

"Looking  ahead,  I  see  that  Schenley 
will  not  cost  even  35.  It's  obvious  it'll 
cost  double,  so  we  will  need  S200 
million  to  S225  million  net  worth." 

The  subsequent  history  of  Glen  Al- 
den consists  of  Riklis'  attempts  to 
build  up  its  net  worth  without  other- 
wise compromising  its  ambitions  to 
acquire  Schenle\ .  The  first  opportunity 
was  Philip  Carey,  a  building  materials 
outfit,  now  Panacon,  which  ofiered 
an  additional  S30  million  to  S4()  rail- 
lion  in  net  worth.  .Next  came  Sol  Kit- 
tay's  B.\'.D.  Co.,  which  added  an- 
other §90  million  and,  like  Schenley, 
had  the  ^irtue  of  being  a  consumer 
packaged  goods  company.  All  tliese 
Riklis  bought  for  various  kinds  of  pa- 
per. His  cash  he  carefully  con.ser\ed. 

Meanwhile,  the  negotiations  with 
Rosenstiel  proceeded  on  a  different 
plane.  Joseph  Lubin,  Schenley's  tax 
accountant,  had  begun  working  on  the 
deal.  Rikhs  says,  "You  have  to  under- 
stand Lew  Rosenstiel.  You  got  to  keep 
at  it,  keep  at  it,  keep  at  it.  And  Joe 
Lubin  did.  When  Joe  Lubin  calls,  Ro- 
senstiel answers  the  phone."  Lubin 
came  up  with  some  ingenious  tax  gim- 
micks that  kept  Rosenstiel  interested 
and  discouraged  iiim  from  considering 
other  offers.  "As  the  negotiations  go 
on,"  Riklis  says,  "I  increase  the  ante. 
From  3.5  it  goes  to  40.  Finally  it 
reaches  65. " 

By  then,  Stanley  Warner  had  be- 
come available— thanks  in  part  to  New- 
York  stockbroker  David  G.  Baird  and 
Boston  financier  Serge  Semenenko— 
and  Stanley  Warner  added  another 
SlOO  million  to  Glen  Alden's  net 
worth.  "We  are  now  read\,"  Riklis 
says.  "We're  a  S250-million  company. 
We  have  some  cash.  We  have  the  net 
worth.  We  have  the  earnings  to  sup- 
port a  huge  loan  for  the  purchase  of 
Schenley.  It'll  take  three  years  before 
most  of  the  loan  is  paid  out  of  cash 
flow,  but  we  can  borrow  about  $110 
million  cash  and  we  can  raise  the  ante 
to  the  price  Rosenstiel  wants." 

On  the  foundation  that  Lubin  had 
laid,  Riklis  worked  out  the  deal  on  his 
own  terms— and  not  for  65  but  for  80. 
And  so,  on  Mar.  20,  1968,  Glen  Alden 
acquired  Rosenstiel's  18%  interest  in 
Schenley  for  S75  million  in  cash  and 
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Rockwell  Report 

by  Clark  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


Predictably,  the  success  of  Apollo  14  brought  flattering  comments  to  the 
people  of  North  American  Rockwell  for  their  technical  contributions  to 
the  flight.  And,  just  as  predictably,  some  of  our  Rockwell  Manufacturing 
Company  people  got  kudos  for  this  space  success,  too  —  undeservedly. 

We  run  into  this  confusion  over  the  two  Rockwell  companies  regu- 
larly. Mostly,  it's  amusing:  explaining  that  we  make  the  power  tools  for 
leisure  time  enjoyment  —  they  make  the  boats.  Or,  in  transportation, 
that  Rockwell  Manufacturing  Company  makes  truck  assemblies  for 
locomotives  and  transit  cars,  while  it's  North  American  Rockwell  that 
builds  the  jet  planes. 

We  are  totally  separate  and  distinct  businesses.  We  are  listed  sepa- 
rately on  the  New  York  Stock  Exchange  (we're  ROK,  they're  NR),  have 
our  own  distinct  shareowner  groups,  and  no  subsidiary  relationship. 

But  we  do  try  to  make  sure  neither  misses  out  on  potential  business: 
we  send  them  all  misdirected  inquiries  on  automotive  components, 
printing  and  textile  machinery,  electronics,  and  aircraft;  they  contact  us 
when  customers  are  interested  in  meters,  valves,  power  tools  and  other 
things  we  make!  •  •  • 


Nuclear  nod:  The  American  Soci- 
ety of  Mechanical  Engineers  re- 
cently presented  the  coveted 
N-Stamp  to  our  valve  plant  at 
Raleigh,  N.  C.  Use  of  the  N-Stamp 
on  valves  signifies  that  they  are 
produced  to  the  exacting  manufac- 
turing and  quality  control  stand- 
ards set  forth  by  ASME's  Code  for 
Pumpi  and  Valves  for  Nuclear 
Power.  And  as  a  holder  of  the 
N-Stamp,  we  are  among  a  select 
few  in  this  country  who  currently 
meet  the  utility  industry's  strict  re- 
quirements for  nuclear  power 
plant  valves.  It's  a  great  honor  for 
us  —  and  another  assurance  of 
product  quality  and  performance 
for  customers  of  our  nuclear  valves. 

Author!  Author!  One  of  our  Power 
Tool  managers  has  a  book  out  en- 
titled, "Power  Tool  Maintenance," 
published  by  McGraw-Hill  Book 
Co.  Four  years  in  the  writing,  it 
.runs  291  pages  in  length  and  has 


over  500  illustrations.  It's  the  only 
book  to  cover  the  maintenance  of 
stationary  and  portable  power 
tools  in  sufficient  detail  to  make  it 
must-reading  for  vocational  arts 
instructors  and  graduate  students, 
plant  maintenance  men  and  build- 
ing contractors.  The  author,  Dan 
irvin,  is  our  school  sales  develop- 
ment manager  and  a  recognized 
expert.  We're  proud  of  his  contri- 
butions to  vocational  arts  educa- 
tion: first  as  salesman/consultant, 
and  most  recently  as  author/ 
educator. 

Our  1970  Annual  Report  is  off  the 

presses  and  available.  Besides  the 
financial  figures,  it  will  give  you  a 
good  briefing  on  our  products  and 
our  markets.  It  also  details  signifi- 
cant advances  in  service  to  markets 
which  represent  real  growth  po- 
tential for  Rockwell.  For  your  copy, 
write  Rockwell  Manufacturing 
Company,  Dept.  41 7C,  Pittsburgh, 
Pa.  15208. 


Rockwell 
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How  Did  I  Meet 


"In  the  mid-Fifties,"  Riklis  says, 
"I  was  intent  on  building  an  of- 
fice equipment  company  and  I 
thought  I  would  need  first  a  type- 
writer company.  The  only  one  that 
fit  what  I  wanted  was  Smith  Coro- 
na—300,000  shares  outstanding— 
not  doing  extremely  well,  but  doing 
well  enough,  had  an  older  man- 
agement. Nobody  had  control,  ex- 
cept a  Gurdon  Wattles  who  owned 
20%.  So  I  called  this  Gurdon  Wat- 
tles and  asked  for  an  appointment. 

"You  got  to  understand  what 
goes  on  with  Riklis.  Here's  Riklis 
who  comes  from  Minneapolis,  just 
started  his  business  career,  a  farmer 
if  you've  ever  seen  one,  in  the 
great  city  of  New  York,  towering 
buildings,  down  in  Wall  Street.  Not 
only  am  I  a  farmer  from  Israel, 
I'm  a  hick  from  the  Midwest.  I 
come  in,  this  guy  controls  this  com- 
pany and  that  company.  He's  an 
ex-partner  in  White,  Weld.  A  real 
old-timer.  A  thin  handsome  fellow. 
I  come  in  and  I  say  I'd  like  to  buy 
the  Smith  Corona  stock  now  selling 
for  22.  He  says  to  me,  What  will 
you  pay?  I  say,  Twenty-eight.  He 
says,  You  got  yourself  a  deal.  Come 
on,  I  buy  you  lunch. 

"So  he  takes  this  guy  from  Min- 
neapolis, crosses  the  street  to  a  big 
building,  60  stories  high,  and  we 
get  in  the  elevator  and  go  all  the 
way  to  the  top.  We  come  in— panel 


Gurdon  Wattles?- 


walls— it's  called  the  Bankers'  Club. 
I've  never  seen  so  many  goyim  in 
my  life. 

"I  look  and  see  two  big  gorillas 
standing  behind  a  bar  with  white 
aprons,  and  they  get  a  knife.  Gur- 
don goes  right  to  the  gorillas,  and  I 
follow  him.  He  says  to  me.  What 
will  you  drink?  I  didn't  know  what 
a*  .drink  is,  I  say,  What  will  you 
have?  He  says,  Scotch  and  soda.  I 
say.  The  same.  Then  he  gives  a 
nod  to  the  gorilla,  and  the  gorilla 
puts  a  hand  into  a  barrel  full  of 
ice,  comes  out  with  something,  the 
gorilla  takes  the  knife,  zip  zip,  and 
throws  something  away,  hip  hip, 
and  puts  on  the  plate  in  front  of 
Gurdon  Wattles  something  like  an 
eye  looking  up  at  me. 

"An  oyster. 

"I'd  seen  something  like  that  in 
a  store,  but  I  never  dreamt  that  it 
will  ever  be  in  front  of  me  on  a 
plate,  and  before  I  can  pull  myself 
together,  there's  one  on  my  plate. 
I  look  to  the  heavens,  and  I  say, 
What  wouldn't  I  do  for  a  deal! 
And  I  look  at  Gurdon,  and  he  swal- 
lows it,  and  I  say,  God  help  me. 
I  take  a  gulp  of  the  Scotch,  and 
put  this  thing  in  my  mouth,  and  I 
swallow,  I  can  feel  this  thing  go 
down  my  throat,  and  before  I 
know  it  the  big  gorilla  got  another 
one  down  there.  I  ate  six  of  them. 
That's  how  I  met  Gurdon  Wattles." 


six-month  notes.  By  then,  Lorillard, 
also  after  Schenley,  had  raised  the 
ante  again,  but  too  late.  Rapid  and 
McCrory  bought  nearly  800,000 
shares  in  the  open  market  for  $43.5 
million,  and  with  nearly  32%  of  the 
stock  already  in  the  family,  Riklis  then 
proceeded  to  offer  $13  in  cash  (or 
$54  million  all  told)  and  a  $100  de- 
benture ($420  million)  for  each  VA 
shares  that  remained.  Glen  Alden 
wound  up  with  88%  of  the  stock. 

"So  here  you  are,"  Riklis  says. 
"When  we  started  out,  Schenley  was 
$160  million  into  the  banks  and  had 
$30  million  in  cash.  Three  years  later, 
Schenley  has  got  maybe  $80  million 
in  cash,  and  it's  into  the  banks  for 
$100  million.  That's  a  $60-million  re- 
duction in  the  line,  and  a  $50-million 
increase  in  the  cash— $110  million  dif- 
ference in  cash  already.  With  the  sale 
of  Schenley 's  Buckingham  subsidiary 
[under  a  Federal  Trade  Commission 
order],  it'll  be  a  $230-niillion  differ- 
ence. Next  year,  without  Bucking- 
ham, Schenley  will  make  as  much  as 
it  made  with  Buckingham  three  years 
ago,  and  I'll  be  sitting  with  $200  mil- 
lion  in   cash.   That's   wlnU    I   saw   in 
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Schenley— the  great  possibility  of  its 
being  a  huge  cash  generator,  generat- 
ing more   cash   than   I  put   into   it." 

For  their  services  in  arranging  the 
Schenley  deal,  Riklis  agreed  to  pay  Joe 
Lubin  and  Jack  Rosen  a  $5-million 
finder's  fee— a  fee  that  some  stockhold- 
ers have  challenged  in  the  courts  as 
excessive,  just  as  they  have  Riklis' 
agreement  to  pay  Baird  and  Semenen- 
ko  $3  million  for  their  services  in  the 
Stanley  Warner  deal. 

The  Schenley  deal  raised  other  is- 
sues, including  the  question  of  conflict 
of  interest.  After  all,  McCrory  and 
Rapid  made  their  Schenley  stock  pur- 
chases to  further  not  their  own  cor- 
porate ambitions  but  those  of  Glen 
Alden.  But  Riklis  only  brushes  such 
objections  aside.  Rapid  is  his  creature, 
his  creation,  and  what  is  good  for 
Rapid,  he  suggests,  is  incontestably 
good  for  McCrory  and  Glen  Alden. 
"Look,"  Riklis  says,  "you  cross  the 
street  against  the  light,  sometimes 
you're  going  to  get  a  ticket.  We  con- 
sider the  whole  thing  one  company, 
all  owned  by  one  company." 

These  days  Riklis  is  concentrating 
on  making  the  most  of  what  he  has. 


From  the  time  Glen  Alden  was  ac- 
quired, Riklis  has  been  shucking  off 
the  operations  that  did  not  jibe  with 
his  concept  of  it  as  a  consumer  pack- 
aged goods  company— the  tanning,  an- 
thracite and  theater  businesses  have 
gone  so  far,  and,  eventually,  Riklis  ex- 
pects to  release  control  of  Panacon  as 
well.  At  McCrory,  the  opportunity 
arose  to  sell  Best  &  Co.'s  Fifth  Avenue 
real  estate  to  Aristotle  Onassis  last 
fall,  and  at  that  point  Riklis  aban- 
doned his  four-year-long  efi^ort  to  make 
Best  a  money-maker  and  liquidated 
the  company.  After  all,  Onassises 
don't  come  along  every  day. 

"We  are  in  the  process,"  Riklis  says, 
"of  consolidation,  of  management  de- 
velopment, of  growth  from  within,  of 
better  profit  ratios,  better  returns  on 
invested  capital,  and  most  important, 
increased  earnings  per  share." 

But  not,  you  notice,  making  acqui- 
sitions. 

The  time  has  come,  he  feels,  to 
meet  the  ultimate  test:  Can  the  em- 
pire-builder make  his  empire  work? 
In  business,  the  test  is  earnings  per 
share.  To  bolster  them.  Rapid  and  its 
{Continued  on  page  39) 
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New  Orleans      by  Will  y  M  ucha,  Che  valierdeL'Ordredes  Arts  et  Lett  re 

New  Orleans. . .  the  indomitable  Crescent  City 
with  a  treasured  past.  Now,  nnodern.  Bright.  Flourishing.  Forever  young  and  joyous. 
A  Phelps  Dodge  city  where  it's  all  happening. 


Copper... man's  oldest  metal.  Once  irreplaceable  for 
lining  the  bottoms  of  New  Orleans  privateer.s...for  French 
Quarter  roofs,  gutters  and  cooking  utensils.  Today,  still 
irreplaceable... essential  to  modern  living. 

Look,  and  you'll  find  our  copper  and  alloy  products 
every  where...  from  Pontchartrain  to  the  levees.  Phelps 
Dodge  copper  pipe  carrying  gas  and  water... our  copper- 
nickel  condenser  tubes  at  local  power  plants. ..our  high 


and  low-voltage  wires  and  cables  distributing  electrical 
power.  Telephone  wire  and  cable,  communications  an- 
tennas, coaxial  cable,  magnet  wire,  bronze  valves  and 
fittings,  copper  mill  products. 

You  can't  always  see  us,  but 
our  experience  and  imagination 
are  at  work  wherever 
you  go  in  New  Orleans  Copper.  Aluminum  MM  Alloy  Products 
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Tractor  shovel  helps  build  new  Rotterdam  port.      ^^^^^  ^^^^^  ^.^^  ^  logging  truck  plenty  of  tractf 
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Michigan  tractor  shovel  clears  land  for  new  housing  in  Syria, 
ermans  handle  their  beer  with  Clark  lift  trucks.  ^^^B  ITI     I^Pl    OO'UHlI  l^^A 

r  Clark  Equipment 
I  gets  things  moving 

^H^'  Clark  lift  trucks  and  material  handling  systems. 

wKf  Michigan,  Hancock  and  Melroe  construction  machinery. 

^^  Clark  axles  and  transmissions  for  heavy-duty  vehicles. 

Brown  truck  trailers,  truck  bodies  and  containers. 
Tyler  and  Delfield  food  refrigeration/display  equipment. 
Buchanan,  Michigan  49107 


cmRK 

EQUIPMENT 


ClarkliH,  Michigon,  Honcock,  Tyler,  Brown,  Cargo  Van.  Delfield,  Melroe  and  Bobcat  are  trodemarki  of  Clork  Equipment  Cornpony. 

rigerated  cases  keep  tuud  fresh  in  Brussels. 

Nisht  life  in  Paris  for  a  Clark  Cargo  Van  truck  body.  Melroe  Bobcat  Loader  fills  a  ditch  fast. 


You  get  more 
than  facts  and  figures 
when  you  talk 
industrial  insurance  with 
Frank  B.  Hall 

You  get  a  lot  of  creative  thinking.  Our 
executives  don't  work  with  paint  or  marble.  Their 
medium  is  the  wide  variety  of  insurance  plans 
available  from  companies  all  over  the  world. 

.And  their  art  is  custom-designing  a  pro- 
gram that  gives  you  the  most  for  your  money. 
By  giving  you  better,  more  efficient  coverage  for 
the  amount  you  now  spend.  Or  getting  the  best 
services  at  a  lower  cost. 

You  can'1  gef  this  kind  of  versatility  from 

Frank  B.  Hail  &Co.,  IncThe  Creative  Insurance  Brokers. 

Averofle  Adiuilerj  •  Employe     P^enafits  Conwltonts  •  Acluorles-67  Woll  Street,  New  York,  N.Y.   (212)  944-3300  ond  offices  in  Cfiicogo,  New  Orleoos,   Los 
Angelas,  San  l^ronclsco,  Ookl^jiid,  Portlotid,  Ore.,  Seattle,  Anchoroge,  Honolulu,  London,  Oslo,  Hong  Kong,  Adelaide,  Brisbone,  Melbourne,  Perth,  Sydney 

Incorporating  Parker  &  Co.  International,  Inc.— Aviation  and  General  Insurance 

99  Pofk  Avenue,  New  York  12121  637-6960  ond  P>ii/ooe/p/)io,  Son  froncisco,  Coiot  Gob/es.  Orlondo,  Jocksonvilfe,  Woshinglon.  Allania,  Boston.  Bermudo,  Mexico  City.  Corocos 


a  single  insurance  company.  Or  from  a  broker 
that's  too  impersonal  to  encourage  artistic 
expression.  Or  who  does  not  provide  the  tech- 
nical services  required.  You  can  get  them  from 
Frank  B.  Hall.  We've  been  masters  in  the  art  of 
insurance  for  over  1 00  years. 

So  if  you  think  insurance  is  just  a  lot  of 
dry  statistics  or  that  creativity  has  nothing  to  do 
with  dollars  and  cents,  call  Frank  B.  Hall.  And 
put  our  imagination  to  work  for  you. 


(Continued  from  page  34) 
afiBliates  are  likely  to  concentrate  on 
buying  in  their  own  shares,  as  Mc- 
Cror>  did  in  1969  when  it  exchanged 
]  .9  million  shares  for  cash  and  S60 
million  in  debentures,  or  as  Glen  Al- 
den  did  last  month  when  it  proposed 
to  bu%  in  Schenley's  minorit\  interest. 
"The  long-term  policy  is  for  full  con- 
solidation,"  Riklis  says,  "for  our  com- 
panies to  buy  in  their  own  stock,  de- 
crease the  number  of  shares  and  so 
increase  the  earnings  per  share  we 
report." 

But  this  is  purely  financial.  Riklis 
knows  that  Rapid  must  achieve  suc- 
cess as  an  operating  entity  or  he  will 
ultimately  fail.  There  is  no  question 
that  over  the  >ears  Riklis  has  assem- 
bled a  number  of  choice  properties— 
Lemer  and  Oklahoma  Tire  in  Mc- 
Crory,  Playtex  and  Schenley  in  Glen 
Alden. 

But  there  are  others  not  quite  so 
attractive.  McCrory's  MMG  variet\ 
chain,  though  admittedly  the  highest 
margined  (about  7.5?)  in  the  business, 
is  still  heavily  committed  to  the  dying 
downtown  areas  in  a  business  that  has 
liecome  a  retailing  backwater.  S. 
Klein  had  no  management  when  Riklis 
acquired  it,  and  though  McCrory  has 
attempted  to  provide  it,  it  has  yet  to 
find  a  formula  to  enable  it  to  com- 
pete  with    Korvette   and   Alexander's. 


Meshltlam  Riklis  is  a  direct, 
eighth-generation  descendent  of 
Baal  Shem  Tov— "the  man  w  ith  the 
good  name  "—founder  of  that  most 
orthodox  of  Jewish  sects,  the  Ha- 
sidim.  "That  doesn't  mean  we're 
religions,"  .Meshulam  Riklis  says. 
"M\  father  wasn't,  we  are  not  and 
my  children  are  not." 

Pinhas  Riklis,  Meshulam's  fa- 
ther, left  Russia  in  1913  for  Is- 
rael at  the  age  of  14  specifically  to 
escape  the  rigors  of  his  family's 
Hasidic  household.  A  onetime  Turk- 
ish army  officer  who  was  educated 
in  Palestine  and  England  (he  still 
has  a  pronounced  British  accent), 
Pinhas  Riklis  met  his  wife,  Betty,  a 
mathematician's  daughter,  in  Odes- 
sa, married  her  and  took  her  back 
to  Palestine  with  him. 

Pinhas  Riklis  eventually  started 
his  own  business,  selling  citrus  and 
doubling  as  secretary-general  of 
the  Jaffa  citrus  exchange.  World 
War  II  ended  the  citrus  export 
business,  and  Riklis  took  an  execu- 
tive post  with  Central  Trade,  a 
building  materials  conglomerate, 
now  Israel's  largest  industrial  en- 
terprise. After  the  war,  he  was  in 
charge   of   the   disposition    of   sur- 


In  Glen  Alden,  B.V.D.-in  addition  to 
heavy  foreign  competition— has  suf- 
fered severe  management  problems, 
problems  Riklis  appears  to  have  solved 
by  moving  in  top  executives  from 
Playtex. 

In  Rapid  itself,  Joseph  H.  Cohen  is 
losing  money  currently,  like  many 
men's  clothing  manufacturers,  but  the 
larger  concern  is  its  aging  manage- 
ment which  Riklis  will  one  day  soon 
have  to  replace.  To  remedy  these  prob- 
lems, Riklis  has  reared  up  two  strong 
managers— Sam  Neaman  at  McCrory, 
Paul  Johnston  at  Glen  Alden,  both  of 
whom  have  become  increasingly  au- 
tonomous. "I  believe  that  manage- 
ment, professional  management,  can 
be  found  and  contracted  for,"  Riklis 
says.  "I  think  leadership  cannot  al- 
ways be  found,  and  I  believe  that  I 
possess  the  qualities  of  leadership— for 
our  company." 

Time  will  tell.  On  $2  billion  in  as- 
sets, maybe  $2.25  billion  in  sales,  Rap- 
id earned  under  $15  million  last  year. 
By  contrast,  with  only  $100  million  in 
assets,  maybe  $350  million  in  sales, 
Lemer  Stores,  Rapid's  affiliate  once 
removed,  earned  more  than  $15  mil- 
lion. And  the  stock  market  reflects  the 
difference;  Last  month,  the  market 
valued  Rapid's  entire  common  capital- 
ization at  only  $100  million,  as  against 
$160  million  for  Lemer  alone.  There 


Fathers  &  Sons- 


.w 


Pinhas  Riklis 


Betty  Riklis 


plus  war  material,  represented  var- 
ious Israeli  government  agencies  in 
Paris  for  six  years  and  then  started 
an  army  surplus  company  of  his 
own  that  failed.  Meanwhile,  his 
son  was  making  it  big  in  America. 
The  Riklises  are  clearly  still  daz- 
zled by  their  son's  American  suc- 
cess. Betty  Riklis,  a  short,  attrac- 
tive woman  in  her  60s,  has  never 
gotten  over  her  disappointment 
that  her  son  went  into  business 
rather  than  go  on  to  get  his  Ph.D. 
"I  thought  he  would  really  like  to 
be  a  teacher,"  she  says.  "He  is  full 
of  energy,  full  of  fire,  like  me.  And 
that's  why  I  really  suffer.  He  can 
give  more  than  he  is  giving— for 
the  youth." 


is  the  accomplishment:  The  assem- 
bling of  $2  billion  in  assets.  And  there 
is  the  challenge:  to  make  a  decent 
return  on  them. 

But  is  Rapid's  present  challenge 
sufficiently  intriguing,  the  challenge 
of  running  a  business  as  opposed  to 
the  challenge  of  carving  out  an  em- 
pire? "Rik's  not  after  money,"  one  ob- 
server says.  "He's  after  power.  He  has 
to  prove  he  can  dominate  people  and 
money,  and  he  has  done  it  with  great 
skill.  He's  a  great  manipulator."  Says 
another,  a  close  friend:  "He's  precisely 
the  sort  of  guy  who  once  he's  got  $10 
million  wants  to  shoot  for  $100  mil- 
lion. Not  simply  for  the  money,  but 
for  the  power  base,  a  power  base  that 
he  would  use  to  do  good." 

Make  $100  million?  Says  Riklis:  "I 
started  out  trying  to  achieve  a  posi- 
tion where  I  would  be  of  help  to  the 
Jews.  That's  why  I  didn't  make  so 
much  money  and  why  I  never  made  so 
much  money.  I'm  still  more  interested 
in  doing  work  for  the  Jews  than  any- 
thing else— the  Jews  and  Israel.  That's 
what  interests  me.  That's  the  main 
source  of  my  desires." 

And  there  it  is:  In  pursuit  of  his 
dreams,  rather  than  in  the  pursuit  of 
money,  Riklis  has  made  Rapid-Ameri- 
can a  big  company. 

Can  he  now  go  on  and  make  it  a 
great  company?  ■ 


"She  thinks  he's  a  better  busi- 
ne.ssman  than  I  am,"  Pinhas  Riklis 
says,  without  rancor. 

"He  is  a  better  businessman  than 
you,"  Betty  Riklis  says  bluntly. 

In  America,  Pinhas  Riklis  went 
into  business  with  a  friend- 
David  Weisglass— and  they  eventu- 
ally wound  up  with  a  factory  in 
Brooklyn  making  schoolbags.  It  was 
a  seasonal  business,  and  to  even  out 
the  cycle,  Pinhas  Riklis  proposed 
diversifying  into  handbags.  They 
bought  a  handbag  outfit,  Garay, 
Inc.,  four  years  ago,  and  Meshulam 
Riklis  helped  finance  the  project 
through  one  of  his  children's  trusts. 

"I'm  in  partnership  with  my 
grandchildren,"  Pinhas  Riklis  says. 

"He's  working  very  hard  for  the 
grandchildren,"  says  his  wife. 

"I'm  working  for  myself,"  says 
her  husband. 

After  three  years,  Garay  grosses 
maybe  $8  million,  promises  to  move 
into  the  black  at  long  last  this  year. 

"I  am  proud  of  my  son,"  Betty 
Riklis  says,  "I  am  proud  of  my  hus- 
band also.  We  didn't  ask  for  many 
things.  We  didn't  need  that  much. 
There  was  always  such  happiness 
in  our  house." 
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Think  of  paper  as  a  fluid. 


It  pours  into  your  office  every  day.  Letters.  Memos. 
Forms  And  all  iias  to  be  processed. 

When  the  volume  reaches  a  certain  level,  it  becomes 
impractical  and  inefficient  to  handle  piece  by  piece.  To 
open.  Fold.  Insert.  Collate.  Copy.  Address.  Date.  Seal. 
Stamp.  Count.  Imprint. 

By  hand. 

So  that  you  dont  have  to  handle  paper  piece  by 
piece,  Pitney-Bowes  makes  machines.  They  move 
paper  in  a  continuous  flow.  By  the  thousands.  Using 


several  machines  together,  they  move  paper  by  the  tens 
of  the  thousands.  Neatly.  Accurately.  Efficiently. 

In  any  organization,  bottlenecks  often  exist  without 
anyone  being  aware  of  them.  Pitney-Bowes  has  a  team 
of  paper-system  specialists  who  are  trained  to  discover 
where  they  are.  And  know  what  to  do  about  them. 

Without  obligation,  we'll  send  you  one  of  our  men. 
He'll  know  how  to  look  at  your  office.  And  where  to 
look.  And  expertly  recommend  how  to  convert  stagnant 
solids  into  moving  fluids. 


pg)  iPitney-Bo^sATes 

S^  PAPER-HANDLING  SYSTEMS 


For  ln(ormalion  write  Pilney-Bowas.  l->c_,  1768  Crosby  Street.  Stamford.  Conn.  06904  or  call  one  of  our  190  offices  throughout  the  US   and  Canada    Postage  Meters, 
holders.  Inserters.  Addresser-Printers.  Counters  &  iniDrinters.  MailOoenars.  Collators   Cooiars  Scale.'!   Fiuidir^  Contrniis   i  nhoiinn   M,>ri<inn  ^n^  P\^^i\r  r.^.n  <;uct«m<! 


ers  &  Imprinters,  MailOpeners,  Collators.  Copiers,  Scales,  Fluidie  Controls,  Labeling,  Marking  and  Plastic  Card  Systems! 


The  Tax  Man  Smiles 

V\/hich  is  good  for  G.  D.  Sear/e,  of  course.  But  aren't 
there  better  ways  to  improve  a  company's  profits? 


From  the  figures,  one  might  have  sup- 
posed that  G.D.  Searle  &  Co.  was 
headed  back  toward  those  happy  da\  s 
of  five  \ears  ago  when  its  stock  kept 
pace  with  that  of  most  other  com- 
panies comprising  the  big-rich  U.S. 
pharmaceutical  industry.  Searle's  prof- 
its, after  plateauing  for  the  three  years 
1967  through  1969,  suddenly  jumped 
12^  last  year  to  $32  million  on  a  23? 
sales  gain  to  S201  million.  Was  Searle 
getting  back  some  of  the  zing  it  had 
had  in  the  early  Sixties  when  it  was 
the  glamour  marketer  of  The  Pill? 

Alas!  The  first  impression  is  not 
borne  out  by  a  closer  look.  In  fact, 
Searle's  profits  before  taxes  actualK' 
fell  last  year,  from  S56  million  to  So  I 
million,  the  level  of  1967.  But  Searle's 
tax  bill  declined  by  about  one-third 
last  year,  for  a  savings  of  S9  million. 
The  decline  was  in  part  the  result  of 
the  expiration  of  the  corporate  income 
tax  surcharge,  but  mainly  because  in 
1970  for  the  first  time  Searle  was  able 
to  take  full  advantage  of  the  tax  shel- 
ter of  its  Puerto  Rican  manufacturing 
operations.    Says    Daniel    C.    Searle, 


president  and  chief  executive,  "That's 
where  the  earnings  gain  comes  from." 

The  decline  in  operating  profit  re- 
flects the  significant  changes  in 
Searle's  market  mix.  When  the  growth 
curve  in  oral  contraceptive  sales  be- 
gan to  flatten,  Searle  began  diversify- 
ing from  ethical  drugs  into  medical 
supplies  and  scientific  instruments. 
Today,  oral  contraceptives  account  for 
just  17%  of  sales,  vs.  44%  five  years 
ago,  while  nonpharmaceuticals  ac- 
count for  35%  of  sales  but  just  5%  of 
earnings.  The  great  bulk  of  the  com- 
pany's profits— quite  possibly  exceed- 
ing 80%— come  from  Searle's  other 
pharmaceuticals,  such  as  Banthine 
(for  ulcers),  Dramamine  (for  motion 
sickness),  .Aldactone  (for  hyperten- 
sion) and  Lomotil  (for  diarrhea). 

Furthermore,  diversification  and  the 
high  research  costs  needed  to  support 
it  have  had  such  an  impact  on  its 
balance  sheet  that  Searle  is  no  longer 
the  cash-rich,  debt-free  company  it 
once  was.  Long-term  debt,  nonexis- 
tent as  recently  as  1964,  now  stands 
at  $49  million,  while  working  capital 


and  cash  items  declined  39%  and  46%, 
respectively,  in  the  single  year  1969. 
Financial  Vic?  President  Kenvon 
Bowes  probably  puts  the  bsst  possible 
face  on  the  company's  fiscal  status 
when  he  says,  "We  used  to  be  a  'bank,' 
and  that  didn't  make  sense;  I  don't 
call  it  erosion  of  liquidity  if  we're  not 
that  any  more.  We've  got  enough  cash 
to  cover  the  dividend,  we  can  probab- 
ly get  through  this  year  without  major 
financing,  and  we're  not  in  the  short- 
term  paper  market." 

Sfif/  To  Come 

But  Dan  Searle  himself  concedes 
that  the  company  is  under  financial 
strain,  because  diversification  has  not 
so  far  produced  any  big  money-makers 
like  the  oral  contraceptives  were  in 
their  early  days.  Searle's  newer  glam- 
our products,  such  as  radiopharmaceu- 
ticals or  a  biomedical  diagnostic  ma- 
chine linked  to  a  computer,  contribute 
"more  sex  than  earnings,"  to  quote 
one  Wall  Street  analyst.  And  the 
Searle  family,  which  controls  43%  of 
the  stock,  won't  consider  a  merger. 

Searle  docs  have  some  new  prod- 
ucts in  the  works  with  big  potential, 
such  as  an  artificial  sweetener  without 
saccharin's  aftertaste.  But  until  they 
come  through,  Searle's  best  hope  is  for 
more  tax  breaks.   ■ 


STICK  YOUR  NOSE 
IN  OUR  BUSINESS. 


If  you're  trying  to  run  a  nice, 
clean  business  in  an  area  that's 
not  so  nice  and  clean,  it  can 
be  a  drag. 

For  you.  For  your  family. 
For  your  employees. 
For  your  business. 

Maybe  you  should  think 
about  moving  the  whole  works 
to  a  city  that's  like  a  breath 
of  fresh  air. 

Miami.  With  clean  streets. 
Clean  water.  Clean  beaches. 
Clean  air.  And  easy-to-live- 
with  taxes.  And  great  educa- 
tional facilities. 

You  never  thought  of  Metro 
Miami  as  a  business  area? 
Well,  maybe  this  will  put  things 
in  perspective  for  you: 

Metro  Miami  has  so  much 
going  for  it.  as  a  business  center 


as  well  as  a  playground,  it  has 
the  fastest  rate  of  clean-industry 
growth  in  America.  That's  right, 
number  one. 

You  want  to  know  why? 
Send  us  the  coupon. 


William. I.  Brananan.  Director 

The  Dade  County  Development  Dept.  FOB-371 

1200  Biscayne  Blvd.,  Miami.  Fla.  33132 


I     Sir:  I  want  to  stick  my  nose  in  Miami's 
I     business.  Send  me  complete  information 


Name 
Title 


I     Company 
I     Address 
I     City 


State 


*MetropoliUn  Dade  County.  Florida 


Id  cooperalioD  with 

Florida  DepartmeDt  of  Commerce 
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Our  Ailing  Country  Clubs 

It  used  to  be:  Can  I  get  in?  Increasingly,  it  is.-  Who  wants  to? 


Experts  Say  New  Yoiy.s 
Westchester  Country  Club  is 
the  nation's  finest.  Yet,  it  too 
is  under  heavy  financial  strain. 


Private  country  clubs,  t'_Q?e  staid 
playgrounds  of  the  weEi^^Pao,  are 
changing  with  the  times.  Maybe  even 
dying.  Several  clubs  have  become 
parking  lots;  others  are  shopping  cen- 
ters. In  short,  the  traditional  country 
club  is  passing  from  the  scene. 

Country  clubs  actually  peaked 
about  40  years  ago.  Today  there  are 
4,500  clubs,  down  from  an  estimated 
5,500  in  the  late  Twenties.  And, 
though  reliable  figures  are  not  avail- 
able, it  seems  likely  that  few— if  any- 
traditional  golf  clubs  are  being  built 
today  at  $2  million  per  club. 

Meanwhile,  a  number  of  old  clubs 
have  disappeared  in  recent  years,  ac- 
cording to  Golf  magazine,  especially 
those  near  cities.  Detroit  has  lost  six 
since  1968;  Los  Angeles  faces  a  simi- 
lar situation.  And  so  it  goes.  Many 
southern  clubs  that  sprang  up  as  ha- 
vens from  integration  years  back  are 
now  bankrupt  and  up  for  auction. 
And  hundreds  of  other  western  and 
midwestern  clubs  are  also  up  for  sale. 
A  single  Michigan  real  estate  broker 
lists  18. 

Jim  McLoughlin,  of  New  York  City's 
Metropolitan  Golf  Association,  says: 
"The  MCA  has  always  had  a  net  gain 
of  two  or  three  country  clubs  a  year. 
But  this  year  about  five  MGA  clubs 
have  gone  out  of  business.  Just  re- 
cently, two  were  sold  off  and  two  oth- 
ers filed  for  bankruptcy." 

What's  more.  Ken  Emerson,  the 
National  Club  Association's  executive 
director,  says  most  clubs  have  va- 
cancies and  no  waiting  lists;  one  in 
four  is  "marginal"  and  a  full  60%  are 
in  the  red.  That  is,  members  of  60% 
of  the  nation's  clubs  are  shelling  out 
an  extra  "assessment"  of  $50  to,  say, 
$1,500  (in  addition  to  the  usual 
monthly  fees)  to  balance  their  club's 
year-end  budgets.  All  this  suggests 
that  country  clubs,  which  historically 
have  been  operated  by  members  to 
break  even,  are  now  big  losers. 

A  $4-Billion  Boom 

Of  course,  any  recession— even  a 
mild  one— is  rough  on  life's  frills.  And 
membership  at  an  above-average 
country  club  at  around  $4,000  to  join, 
plus  $2,000  in  annual  expenses,  is 
awfully  frilly.  But  before  you  write 
oft  the  clubs'  woes  to  white-collar  un- 
emplo>Tnent,  consider  this:  Golf,  the 
country  club  sport,  is  a  booming  $4- 
billion  market.  But  golf  is  booming  at 
public  courses  and  new  resorts. 

The  rich  man's  game  has  caught  on 
through  television  with  people  from 
all  levels.  Today  there  are  about  11 
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million  golfers,  up  from  only  5  million 
in  1961.  In  retrospect,  it  appears  that 
country  clubs  actually  retarded  golf 
by  severely  restricting  the  people  per- 
mitted to  play. 

Through  department  stores  and 
other  retail  outlets,  such  companies 
as  "Brunswick,  AMF,  Outboard  Ma- 
rine and  Westinghouse  are  ripping  up 
the  fairways  by  selling  $1  golf  balls, 
$300  sets  of  clubs,  $1,300  golf  cars 
and  even  computerized  golf  centers. 
While  country  clubs  struggle  with  va- 
cancies, developers  like  Boise  Cascade 
and  Hawaii's  Chinn  Ho  are  building 
fast-selling  golf  communities  all 
around  the  country. 

A  Night  Out  in  Fargo 

Why  aren't  country  clubs  booming 
too?  Vince  Fridgen,  veteran  bartend- 
er at  the  Fargo  (N.D.)  Country  Club, 
put  his  finger  on  it:  "The  country 
club  isn't  the  hub  of  activity  in  Fargo. 
Not  these  days.  The  social  center  is 
the  American  Legion  hall.  That's 
where  all  the  young  people  hang  out 
—you  know,  the  people  under  50." 

The  American  Legion?  Since  when 
has  the  country  club  been  upstaged 
by  the  Legion?  The  answer  is  simple: 
Since  times  have  changed. 

For  sure,  the  country  club  has 
changed  a  little.  It  is  no  longer  the 
bastion  of  male  supremacy.  Children, 
widows,  wives  (even  ex-wives)  now 
prowl  the  clubhouse,  clog  the  links 
and  splash  in  the  swimming  pools 
that  have  been  added  "for  the  fam- 
ily." Yet,  the  average  club  is  still  out 
of  step.  For  it  is  offering  exclusivity, 
formality  and  a  structured  social  life 
—in  an  age  of  reduced  prejudice,  in- 
formality and  international  travel. 
"Young  people,"  says  a  midwestern 
club  manager,  "just  won't  pay  for  tra- 
dition. They  would  rather  save  the 
money  and  vacation  in  Florida  or  Eu- 
rope." The  result:  Not  nearly  enough 
young  people  are  joining  traditional 
country  clubs. 

"The  young,"  adds  manager  Joe 
Donoghue  of  Cincinnati,  "just  don't 
feel  comfortable  in  the  country  club 
atmosphere."  And  they  aren't  the  only 
ones.  David  Ripper,  vice  president  of 
the  Club  Managers  Association  of 
America,  says:  "It  would  be  impossi- 
ble to  hold  a  townwide  meeting  at  a 
country  club  without  alienating  some 
group— either  the  Jewish  people,  the 
gentiles  or  somebody." 

Without  plenty  of  new  members, 
the  rest  is  as  inevitable  as  death  and 
taxes.  Members  get  older  and  die; 
taxes  and  costs  increase;  and  slowly 
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the  club  becomes  a  financial  burden 
to  its  shrinking  membership.  Even- 
tually, the  club  may  be  sold,  often  to 
a  de%eloper  for  upwards  of  86  mil- 
lion. (Occasionall)',  the  club  owners 
—i.e.,  the  members  or  perhaps  a  pri- 
vate investor— keep  the  sale  price  as 
a  windfall  profit.  But  far  more  often, 
the  sum  is  given  to  a  predetermined 
charity.)  And  another  club  becomes 
a  shopping  center. 

$100  per  Round 

Social  issues  aside,  country  club 
membership  is  getting  prohibitively 
expensive.  According  to  sur\eys,  op- 
erating costs  are  up  19%  since  1968; 
club  payrolls  and  related  costs  have 
risen  81%  per  member  since  1955. 
And  now  real  estate  ta.xes  threaten  to 
go  through  the  roof. 

As  a  result,  clubs  are  raising  food 
prices,  monthly  dues  and  initiation 
fees  (which  can  be  as  high  as 
$25,000).  Since  1965,  the  Galesburg 
(111.)  Countr\'  Club  has  boosted  its 
initiation  fee  from  S150  to  $700,  and 
its  monthly  dues  went  from  $25  to 
$42.90.  Even  60%  increases  in  monthly 
dues,  from  roughly  $75  to  $120,  are 
not  unheard  of.  For  golfers  at  some 
clubs,  the  cost  of  membership  aver- 
ages out  to  $100  per  round. 

Those  costs  alone  help  explain  wh\ 
the  average  club  member  is  approach- 
ing 60:  \\'ho  but  an  older  man  with  a 
bundle  and  grown  children  can  afford 
it?  Some  clubs  virtually  rule  out  any- 
one under  60.  Take  the  Palm  Heach 
(Fla.)  Country  Club,  whose  average 
member  is  a  ripe  70.  To  apply,  a  man 
must  have  given  $100,000  to  charity 
—per  year  for  the  last  ten  years.  A 
cool  $1  million.  That  takes  "old  mon- 
ey." In  fact,  the  women  wear  such  ex- 
pensive jewelry  that  local  police  often 
patrol  for  robbers  during  club  dances. 

A  few  years  ago,  many  clubs  with 
elderly  members  tried  to  lure  young 
executives  with  cut-rate  fees.  But  re- 
sults were  spotty.  The  Galesburg  man- 
ager says:  "Our  junior-class  members 
are  dropping  out.  They  can't  attord 
the  club."  A  Chicago  manager  adds: 
'In  these  times,  with  costs  increasing, 
you  have  to  forget  the  young  and 
stick  with  the  big  spenders." 

Who  are  these  big  spenders?  After 
Forbes  swore  never  to  divulge  their 
identity,  several  club  managers  told 
all:  The  ideal  clubbers  in  these  penny- 
pinching  days  are  duffers  and  widows. 

Duffers  and  widows?  What  about 
the  scion  of  an  old-money  family?  "If 
he  has  any  money  left,  he's  in  Eu- 
rope ten  months  a  year."  What  about 
the  big-time  executive?  "He's  at  the 
office  day  and  night,  struggling  to 
keep  his  job."  W'ell  then,  what  about 
the  hot-shot  golfer?  "He's  always  in 
training.    He    plays    18    or    36    holes. 


has  a  beer  and  then  just  goes  home." 
But  duffers  and  widows— that  is  an- 
other story.  "A  gu\'  who  shoots  around 
100  starts  drinking  before  he  plays. 
He  figures  he  might  do  better  stoned. 
And  after  the  match,  he  swaps  stories 
at  the  bar  with  the  other  duffers." 
He  is  great,  but  widows  are  even  bet- 
ter. "They  are  the  club's  backbone, 
because  they  do  all  their  entertaining 
there.  And  every  afternoon  they  play 
cards.  I  cater  to  them..  'Nothing  is  too 
good  for  my  girls,'  1  tell  them,  and 
then  I  give  them  tea.  Anything  to 
keep  them  coming  back." 

Bill  Hodges  of  the  Tucson  (Ariz.) 
Countr\'  Club  actively  recruits  wid- 
ows: "When  a  member  dies,  we  write 
to  the  widow  expressing  sympathy. 
That  letter  doesn't  mention  the  club. 


built  by  National  Cash,  Firestone, 
du  Pont,  Honeywell,  IBM  and  oth- 
ers—and  Bethlehem   Steel   has    three. 

As  bad  as  things  look  now  for 
clubs,  they  will  be  worse  tomorrow. 
Soon  virtually  all  clubs  will  be  stalked 
by  a  three-headed  nemesis  of  taxes, 
competition  and  legal  challenges. 

The  Internal  Revenue  Service, 
armed  with  the  Tax  Reform  Act  of 
1969,  has  gotten  the  ball  rolling  by 
taxing  clubs'  net  income  from  such 
sources  as  corporate  Christmas  parties. 

Local  tax  assessors  are  getting  even 
tougher.  By  assessing  a  club's  100 
to  300  acres  or  more  on  its  "highest 
and  best  use,"  towns  across  the  coun- 
try are  forcing  clubs  to  match  the 
taxes  paid  by  the  high-rise  apartment 
down  the  block.  Overnight,  real  estate 


Golf  Communities  like  Conneciicut's  Herifage  Village  offer  home  buyers 
$30,000-to-$50,000  houses  on  the  fairway.  Few  of  the  buyers  play  golf. 


Then  about  a  month  later,  we  follow 
up  with  another  letter  inviting  her  to 
use  the, club  at  a  reduced  fee."  A  few 
club  managers  fear  that  their  wid- 
ows may  take  over.  But  Hodges  has 
a  way  around  that:  "My  widows 
aren't  full  members  with  power.  If  a 
widow  remarries,  she  is  automatically 
out.  Of  course,  if  one  of  our  widowers 
remarries,  he  remains  a  full  member 
and  his  wife  can  use  the  club." 

There  is  one  other  major  group 
supporting  the  country  club— big  busi- 
ness. Perhaps  15%  to  20%  of  the  U.S.' 
1.5  million  members  are  subsidized  by 
their  employers  for  business  entertain- 
ing. Such  spending  isn't  limited  to 
giants  like  IBM,  Armstrong  Cork  or 
Corning  Glass.  Little  Rubbermaid, 
the  $80-million  housewares  maker 
(Forbes,  Jan.  15),  pays  a  good  part 
of  40  executives'  expenses  at  the  Woo- 
§ter  (Ohio)  Country  Club. 

In  recent  years,  several  big  companies 
have  built  country  clubs  for  their  ex- 
ecutives, and  a  few  have  developed 
facilities  that  even  the  low-paid  work- 
er could  afford.  The  clubs  have  been 


taxes  of  several  clubs  have  jumped 
500%  and  more,  with  no  end  in  sight. 
Assessments  at  an  Ohio  club  went  from 
858,000  to  8304,000.  And  real  estate 
taxes  at  the  exclusive  Philadelphia 
(Pa.)  Country  Club  have  gf)ne  from 
$20,000  to  $70,000  this  year. 

Only  a  few  states— notably  Mary- 
land, Minnesota  and  California— have 
special  zoning  laws  that  assure  clubs 
low  assessments.  Club  leaders  are 
trying  to  persuade  other  states  to  fol- 
low. However,  consumer  advocate 
Ralph  Nader  claims  that  such  laws, 
in  effect,  force  taxpayers  to  subsidize 
country  clubs  by  perhaps  $30  a  mem- 
ber yearly.  Defenders  argue  that  the 
laws  preserve  open  space.  Nader  asks: 
Open  space  for  whom? 

The  Golf  House 

Still,  the  9.5  million  golfers  who 
don't  belong  to  the  clubs  want  to  play 
some  place.  So  developers  are  build- 
ing municipal-owned  courses— and 
more  significantly— resorts  and  the 
new  country  club. 

The    1KW    country     club?    "That's 
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_,  ,    ;    -  says  Maxwell  Huntoon 

■  Home  6*  Home,  a  housing  maga- 
zine. "It's  a  1  ,()00-unit  subdivision  with 
its  own  IS-liole  course  and  clubhouse. 
Unlike  the  old  country  club,  the  golf 
community  makes  economic  sense. 
The  builder  recoups  his  $2-million 
golf  costs  by  jacking  up  the  house 
prices.  Buyers,  lured  by  the  beauty 
and  prestige  of  living  on  a  fairway, 
snap  up  the  houses.  And  those  15'i 
to  30%  who  actually  golf  really  get  a 
deal,  because  nonplayers  usually  help 
support  the  club.  Of  course,  some  buy- 
ers are  former  members  of  traditional 
country  clubs." 

Philadelphia  architect  Jolm  Rahen- 
kamp,  who  is  currently  working  on 
1.5  golf  communities,  estimates  that 
15%  of  today's  new  homes  are  built 
with  golf  facilities.  He  says,  "In  a  few 
years,  it  will  be  50%."  Knowledge- 
able clubmen  concede  that  if  it 
weren't  for  house  developers  virtually 
no  new  country  clubs  would  have 
opened  in  the  last  three  years. 

Boise  Cascade  claims  to  be  the  big- 
gest golf  developer,  with  courses  in 
11  of  its  subdivisions  from  Maryland 
to  California.  It  has  12  more  on  the 
way,  including  two  in  Hawaii  that 
will  be  part  of  resorts. 

The  resort-hotel  complex  is  the  oth- 
er chief  competitor.  The  newest  resorts 
that  include  for-sale  vacation  homes 
can  even  meld  four  popular  leisure- 
time  activities:  travel,  golf,  skiing  in 
the  winter  and  second-home  living. 
A  case  in  point:  Northeastern  ski  re- 
sorts are  adding  18-hole  golf  courses 
to  become  year-round  resorts. 

Among  the  most  exciting  resorts  are 
Playboy  at  Lake  Geneva,  Wis.,  Mar- 


50  U.S.  country  clubs  are  in  dis- 
array. But  what  of  the  plush  pri- 
vate clubs  of  London's  St.  James's, 
those  age-old  grandaddies  of  club- 
dom? Well,  sad  to  say,  those  gran- 
daddies are  a  bit  senile.  That's 
what  Richard  Edmonds,  secretary 
of  the  300-year-old  Boodle's*  club 
(right),  told  U.S.  club  managers  at 
their  recent  London  convention. 

"The  London  clubs  grew  up  in 
the  late  17th  century  as  coilee- 
liouses  run  by  owners  for  a  profit. 
In  the  18th  century  the  clubs 
bought  out  tlieir  owners  and  b(>- 
came  members  clubs  as  we  know 
I  hem.  I  now  pass  into  the  20lh  cen- 
tury and  to  th"  Firs'  World  War, 
'vhen  fantastic  slaugluer  depri\ed 
clubs  of  their  members  and  stall 
..like.  The  clubs  nexcn-  recovered. 
'  \fter   tlie   Second   World   War, 

51  a  II  who  would  have  worked  in 
clubs  chose  hotel .  where  the  wages 


Card-Playing    Widows    are 

the  big  country  club  spend- 
ers. Who  else  has  the  time  to 
hang  around  the  clubhouse? 


riott's  Camelback  Inn  in  Arizona  and 
Marco  Island  in  Florida.  A  disspirited 
Chicago  club  manager  concedes:  "We 
are  losing  young  people  to  the  golf 
resorts,  and  we  are  never  going  to  get 
them  back." 

Not  a  Drop  To  Drink 

Another  challenge  will  come  in  the 
courts.  Already,  scattered  state  suits 
are  seeking  to  prevent  allegedly  dis- 
criminatory clubs  from  receiving  any 
government  aid,  including  state-is- 
sued  liquor   licenses   and   city   tcater. 

A    Pennsvlvania    Moose     club— the 


-New  Blue,  True  Blue 


fraternal  Moose  and  Elks  both  accept 
only  whites— lost  its  liquor  licen.se  last 
year.  And  now  Maine  and  Massachu- 
setts liquor  authorities  are  reviewing 
the  licenses  of  all  private  clubs.  In  a 
related  case,  the  IRS  is  threatening , 
to  revoke  the  tax-exempt  status  of  a 
Kansas  City  (Mo.)  golf  organization 
that  liad  a  whites-only  bylaw  (until 
the  IRS  trouble  started) . 

The  suits  haven't  hit  a  country  club 
directly— yet.  But  the  trend  is  omi- 
nous. "If  the  courts  force  us  to  open 
membership  to  everyone,"  says  one 
club  official,  "we  will  lose  more  mem- 
bers than  we  will  gain." 

The  issue  of  private  rights  of  asso- 
ciation vs.  public  interest  will  be  set- 
tled ultimately  by  the  Supreme  Court. 
Meanwhile,  some  club  officials  are 
trying  to  form  a  united  front.  But 
therein  lies  a  strange— and  for  friends 
of  clubs— the  most  depressing  develop- 
ment of  all. 

Although  the  nation's  most  power- 
ful politicians  belong  to  country  clubs, 
including  Supreme  Court  justices,  vir- 
tually none  of  the  big  names  are  will- 
ing to  defend  clubs  in  public.  For  ex- 
ample, a  club  official  told  Forbes:  "A 
prominent  senator  helped  us  with  the 
IRS,  but  he  wouldn't  want  that 
known."  What's  more,  recent  presi- 
dents, including  President  Nixon,  re- 
signed publicly  from  some  of  the  re- 
stricted country  clubs  they  belonged 
to.  Countr\-  club  membership  is  noth- 
ing to  crow  about  to  voters.  , 

So  there  you  have  a  portrait  of  the 
country   club,    circa    1971— a   prestige 
business    that   is    toying   with   suicide 
amidst     affluence,     because     it     isn't      j 
changing  with  the  changing  times.   ■      ' 


were  better.  Most  clubs  have  lost 
their  page  boys,  and  waitresses 
ha\'e  replaced  waiters. 

"Today  one  or  two  clubs  have 
waiting  lists,  some  as  long  as  15 
years.  Ikit  a  great  many  have  none. 
The  death  roll  of  clubs  has  been 
formidable.  Even  the  Cocoa  Tree 
Club,  which  was  founded  in  Re- 
gency days,  failed  to  survive,  as 
did  the  Marlborough,  founded  by 
the  Prince  of  Wales  because  he 
was  not  allowed  to  smoke  his  pipe 
in  White's,  another  famoirs  club. 

"In  this  modern  world,  the  true 
London  club  has  become  an 
anachronism.  The  true  blue  no 
longer  has  the  money  and  the  new- 
blue  is  not  acceptable.  It  is  sad 
there  are  members  who  only  con- 
tinue their  memberships  to  com- 
plete their  entr\'  in  Who's  W'Jio." 

I'or  the  record,  Edmonds  kept  a 
still  upper  lip. 
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i  adds  up.  Ebctronics.  Electrochemistry  Electromechanics.  Metallurgy 
Four  technologies  converging  to  build  leadership  positions 
in  products  and  markets. Thats  what  Gould  is  a  I  about 
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Another  case  in  point  The  New  Gould  4800-1 1 

Connputer  Printer.  This  is  one  of  a  unique  line  of 

computer  peripherals  that  nneets  the  pressing 

need  for  faster  information  display.  It  electrostatically 

prints  out  hard-copy  pictures,  perspectives,  graphs, 

charts  and  alphanumerics-simultaneously-atthe 

incredible  rate  of  600,000  characters  per  minute 

(a  typical  8V2X 1 1  page  in  just  over  a  second)  The  new 

model  provides  132-column  width  printout  with 

either  hardware  or  software  character  generation, 

matching  the  current  programs  of  most  computer 

users.  This  advanced  product  represents  a  significant 

development  for  every  decision/action-oriented 

manager  who  relies  on  computer  information  in 

his  work.  Gould  Inc.,  8550  West  Bryn.Mawr, 

Chicago,  Illinois  60631. 
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U.S.  Department  of 
Labor  figures  forecast  a 
growth  in  U.S.  construction  in  this  decade  of  more  than  50  percent 
—  from  about  $90-billion  annually  now  to  around  $135-billion  an- 
nually by  1980. 

In  the  last  ten  years,  construction  in  the  Southeast  grew  32  per- 
cent more  than  the  national  average.  This  region's  extraordinary 
growth  is  expected  to  continue.  In  the  Southeast,  Mai'tin  Marietta 
has  36  rock  aggregate  plants  and  three  large  cement  plants  serving 
markets  in  eight  states. 

We  like  the  look  of  the  Southwest  and  the  Rocky  Mountain  area, 
too,  where  construction  growth  is  expected  to  be  well  above  average. 
We  have  a  modern  cement  plant  in  Oklahoma  and  in  the  past  year 
have  opened  a  major  new  cement  plant  in  Colorado. 

Martin  Marietta  cement  markets  now  cover  the  entire  Atlantic 
Seaboard  and  reach  to  the  Rockies. 

Most  Martin  Marietta  products  are  geared  to  the  growth  of  basic 
industries  and,  therefore,  of  the  nation's  economy. 

But  some  parts  of  the  nation  are  growing  faster  than  others.  We 
think  it's  good  that  we're  there. 

Martin  Marietta  is  the  nation's  fifth-ranking  manufacturer  of 
cement.  We  produce  rock  aggregate  at  over  100  crushing  plants  for 
markets  in  17  states.  We  produce  aluminum  through  our  operating 
subsidiary  Harvey  Aluminum.  And  we  pro- 
duce concrete  additives  and  admixtures  for 
markets  worldwide.  277  Park  Ave.,  n.y.,  n.y.  10017 


•IIW 


1)  The  rebuilding  of  the  cities  has  become  a  major  national  pri- 
ority. Architect  Paul  Rudolph  envisions  a  waterfront  section  of 
Buffalo,  New  York— as  it  could  be.  The  project  is  a  proposal  of  the 
New  York  State  Urban  Development  Corporation  for  a  site  now 
being  developed. 

Martin  Marietta  construction  materials  figure  prominently  in 
(2)  the  new  HUD  building  in  Washington,  D.C. ;  (3)  the  parallel 
span  of  the  4.2-mile-long  Chesapeake  Bay  Bridge  now  under  con- 
struction, and  (4)  the  550,000  kilowatt  Duane  Arnold  Energy  Center 
being  built  in  Iowa,  which  will  be  one  of  the  world's  most  advanced 
nuclear  power  plants. 


The  more  we  come  up  with  new  papers, 
the  more  we  come  up  in  the  world. 


Great  Northern  Nekoosa  says 
bah  to  innovation  for  the  sake  of 
Innovation. 

We  believe  a  new  paper  isn't 
worth  its  salt  unless  it  meets  a  spe- 
cific customer  need. 

That's  why  we  spend  as  much 
time  searching  for  new  needs  as  we 
do  coming  up  with  new  papers. 

One  new  need:  New  papers 
for  new  products  in  the  computer 
industry.  Our  papers  for  optical 
character  readers  and  the  latest 
high-speed  printers,  for  example. 

Another  new  need:  Light- 
weight printing  papers  in  a  wide 
range  of  colors  for  newspaper  sup- 


plements. Our  new  Palette  +  Plus 
grade  fills  this  requirement  beauti- 
fully. It  comes  in  18  standardized 
colors  and  is  now  being  used  for 
direct  mail  and  editorial  breakouts 
as  well  as  newspaper  supplements. 

We've  also  developed  carbon- 
less copying  paper,  coated  ground- 
wood  printing  papers  and  light- 
weight grades  for  newspapers. 

This  kind  of  leadership  isn't 
unusual  for  us  at  Great  Northern 
Nekoosa. 

We're  also  the  country's  lead- 
ing  independent  producer  of 
newsprint  and  containerboard.  The 
country's  leading  producer  of  paper 
for  computers.  The  country's  lead- 
ing manufacturer  of  lightweight 
groundwood  printing  papers.  And  a 
major  producer  of  high-grade  busi- 


ness communication,  printing  and 
publishing  grades. 

Most  of  the  papers  we  come 
up  with  happen  to  be  in  the  fastest 
growing  segments  of  the  paper 
industry. 

We  planned  it  that  way. 

For  more  information,  write 
me  personally:  Peter  S.  Paine, 
Chairman  of  the  Board,  Great 
Northern  Nekoosa,  522  Fifth  Ave- 
nue, New  York,  New  York  10036. 

GREAT 

NORTHERN 

NEKGDSA 

CORPORATDN 


The  Money  Men 


The  Specialist  Speal<s 


Just  as  they  love  heroes,  most  peo- 
ple seem  to  love  villains.  Finding 
a  villain  is  easier  than  thinking.  You 
can  blame  your  troubles  on  him. 

This— the  love  of  villains— is  the 
only  reason  we  can  think  of  for  the 
fact  that  815.000  copies  of  Richard 
Xey's  lopsided,  pretentious  and 
slovenly  written  book.  The  Wall 
Street  Jungle,  have  been  shipped  to 
date.  The  book  provides  a  villain. 
Have  you  lost  money  in  the  stock 
market?  Well,  relax.  Author  Ney 
has  a  villain  for  you:  the  specialist. 
You  don't  know  quite  what  the  spe- 
cialist does?  Better  still:  The  best 
villain  is  a  mysterious  one. 

To  get  the  specialist's  point  of 
view,  to  clear  up  the  mystery, 
Forbes'  Geoffrey  Smith  headed 
straight  for  one  of  the  New  York 
Stock  E.\change's  most  prominent 
specialists:  James  Crane  Kellogg 
III,  age  55.  With  over  $10  million 
in  capital,  his  firm.  Spear,  Leeds  & 
Kellogg,  makes  a  market  for  60 
stocks  on  the  NYSE  and  20  on  the 
American  Stock  Exchange.  Among 
them:  American  Airlines,  Hoeing, 
Greyhound  and  White  Motor.  To  a 
layman,  being  a  specialist  on  the 
NYSE  does  look  rather  like  having 
a  license  to  coin  money. 

Kellck;g:  Well,  I'll  tell  you,  there 
have  been  years  when  a  lot  of  us 
lost  money.  In  the  first  half  of 
1970  it  was  very  bad.  My  guess 
would  be  that  specialists  lost  mon- 
ey on  80%  or  90%  of  their  dealings 
and  took  a  beating  with  inventory 
uTite-downs  at  the  same  time. 

How  could  things  he  so  tough 
with  all  that  juicy  volume? 

Kellogg:  At  the  time  of  the  Ei- 
senhower heart  attack  or  the  Ken- 
nedy assassination,  you  might  have 
been  plenty  worried  for  10  or  15 
minutes  as  you're  buying  tremen- 
dous amounts  of  stock;  but  then, 
you  know,  it  rallies  the  next  da\' 
and  you're  out.  It's  all  over  so 
quickly.  That  isn't  as  frightening  as 
worrying  for  six  months  straight. 

Can't  specialists  make  nioncy  as 
easily  when  stocks  are  going  clown 
as  uhen  they're  going  up? 

Kellogg:  Normally,  yes.  Say  J. P. 
Morgan    is   selling   at   60,    the   last 


sale  was  at  60,  and  someone  comes 
in  with  1,300  to  sell  and  there  are 
no  buyers  on  the  book  at  60.  So 
we'd  buy  it  at  59/4.  Somebody  else 
might  then  come  in  and  want  to 
sell  500  more  J. P.  Morgan.  Still  no 
buyers  at  that  price.  So  we'll  buy  it 
at  59!2.  Then  the  buyers  start  com- 
ing in  toward  the  end  of  the  day, 
and  we'll  sell  out  some  at  %  and 
some  at  60.  So  we're  making  the 
quarters  and  the  halves  by  filling  in 
the  peaks  and  valleys. 

Wouldn't  you  make  even  more 
if  the  stock  were  dropping  sJiarply 
—the  spread  between  bid  and  asked 
would  he  larger  and  you'd  have 
more  room  to  maneuver? 

Kellogg:  Yes,  if  you  have  a  rally 
from  time  to  time  when  you  can 
get  out  a  little  bit.  But  you'd  prob- 
ably be  losing  mone\'  on  inventory. 

/  suppose  then  you  might  have 
made  a  tidy  profit  when  White 
Consolidated  and  White  Motor 
called  off  their  merger  the  oth'-r 
day  and  White  Motor's  stock 
dropped  sharply? 

Kellogg:  As  a  matter  of  fact,  we 
suffered  a  substantial  loss  on  that 
one.  We  had  a  large  position  in 
White  going  in  that  day  and  to 
stabilize  it  we  bought  a  lot  more 
stock  at  the  opening.  We  .sold  it  out 
on  the  <ally,  yes.  But  it  was  only  a 
modest   rally,    so   we   had    a   loss. 

So  there  you  were  in  1970  with 
no  rallies?  None  at  all? 

Kellogc;:  No  rallies  at  all.  You 
couldn't  get  out.  It  was  like  Chi- 
nese water  torture-drip,  drip,  drip 
eveiy  day.  Every  day  you're  slowly 
accumulating  a  bigger  and  bigger 
position.  You  can't  avoid  it.  Last 
May  we  were  carrying  tremendous 
positions,  well  over  $10  millif)n.  If 
it  had  kept  up  much  longer  some 
specialist  units  might  have  been 
forced  to  sell  out  and  take  ter- 
rific capital  losses. 

Were  specialist  units  driven  out 
of  business  by  last  year's  flight  of 
capital  from  the  brokerage  com- 
munity? The  number  of  specialist 
units  has  declined  in  recnt  years 
from  109  in  1963  to  just  71  today. 


Kellogg  of 
Spear,  Leeds  &  Kellogg 


Kellogg:  There  have  been  a  lot  of 
mergers  among  specialist  firms;  you 
need  more  capital  and  more  hands. 
Trading  volume  has  been  going  up 
sharply  and  more  new  stocks  are 
coming  in  all  the  time.  I  mean  a 
lot  of  the  most  active  stocks  these 
days,  like  Fannie  Mae  or  Memorex, 
weren't  even  listed  five  or  ten  years 
ago.  I  guess  in  five  years  there  will 
be  200  or  300  bank  stocks  listed. 
Now  it's  precisely  on  unseasoned 
stocks  like  these  that  you  really 
need  specialists— and  a  lot  of  capi- 
tal—because they're  so  volatile. 

Suppose  you're  wrong? 

Kellogg:  Well,  we'd  just  have 
fewer  but  better  capitalized  units. 

Could  the  specialist  be  replaced 
by  something  like  NASDAQ, 
matching  buyers  and  sellers  by 
computer? 

Kellogg:  Well,  look  at  what  hap- 
pens in  Sweden.  Over  there  you 
put  in  an  order  for  whatever  you 
want  to  buy  into  these  little  steel 
balls.  So  let's  say  it's  Svenska 
Widget,  which  closed  on  the  last 
sale  the  day  before  at  60.  You  want 
to  sell  and  there's  only  one  buyer. 
He  bids  50.  The  stock  opens  at  50. 
Now  I  don't  think  that's  helpful  to 
the  public.  Because  the  public  ex- 
pects to  get  the  stock  at  just  about 
the  price  where  the  last  sale  was. 
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A  seller  in  an  inactive  issue 
could  really  get  hurt,   you  mean? 

Kellogg:  Sure.  Well,  you  take  one 
of  our  stocks.  Black  &  Decker.  A 
$60  stock  and  fairly  good  capitali- 
zation. But  it's  mostly  institutional 
interest.  So  there  aren't  a  lot  of 
buyers  and  sellers  all  the  time.  If 
anybody  wants  to  do  anything 
there,  he  has  to  come  to  the  special- 
ist and  we  keep  a  bi^oad  active 
market  in  the  stock,  a  /4  point  mar- 
ket 59J^59i!4.  Most  of  the  time 
we're  100%  of  the  market  on  one 
side  or  the  other  on  Black  &  Deck- 
er. Whereas  in  one  of  our  active 
stocks  like  Boeing  we  might  not 
trade  all  day  because  there  were 
lots  of  buyers  and  sellers  and  the 
market  didn't  need  us.  But  in  a 
stock  like  Black  fit  Decker  you  try 
to  make  it  so  the  shareholder  who 
wants  to  get  $6,000  for  a  car  or  a 
house  can  do  so  quickly  at  a  price 
reasonably  close  to  the  last  trade— 
a  quarter  to  5^  of  a  point. 

And  a  computer  couldn't  do  that? 

Kellogg:  Well,  perhaps  they'll  be 
able  to  do  it  someday.  These  IBM 
machines,  I  mean  it's  unbelievable 
what  they  can  do,  but  you  still 
have  to  have  the  human  factor  of 
when  to  buy  and  when  to  sell  and 
that's  something  the  machine  can't 
do.  At  present. 

What  is  block  trading  doing  to 
your  business?  Do  you  object  to 
the  competition? 

Kellogg:  "I  don't  think  the  spe- 
cialist should  interfere  with  big 
blocks  in  any  way— that  isn't  his 
function. 

No? 

Kellogg:  Well,  I  don't  see  why 
the  specialist  has  to  sit  there  when 
the  Wellington  Fund  wants  to  sell 
100,000  Xerox,  which  they  might 
have  been  accumulating  for  years, 
you  know,  and  just  eat  it  in  five 
minutes.  As  far  as  I'm  concerned 
ill  ■  specialist  is  there  mainly  for 
the  public,  not  Wellington  Fund. 
I;  ihey  have  a  2-million-share 
block  of  Allis-C'halmers  the  other 
day— well.  I'm  not  going  to  buy  2 
million  shares  o!  that  stock.  And  we 
wouldn't  want  to  if  we  could,  even 
if  we  had  all  the  resowices  of  the 
Chase    bank.    Why?    Because    we 


have  no  way  of  retailing  it  after 
we  buy  it.  Salomon  Bros.,  you 
know,  can  buy  a  block  like  that 
and  then  go  around  all  day  retail- 
ing it.  We're  not  allowed  to  do  that. 
We'd  have  to  just  dribble  that  2 
million  shares  out  into  the  market 
and  wait  for  the  market  to  rise  so 
we  could  get  out  at  a  profit. 

And  meanivhile  it  would  he  im- 
possible for  you  to  make  a  market 
in  your  other  stocks  because  you 
wouldn't  have  any  capital  left? 

Kellogg:  Right.  I  mean  you  could 
have  something  like  Boeing  when 
they  announced  the  SST,  I  guess 
about  a  year  and  a  half  ago.  Sud- 
denly we  had  200,000  or  300,000 
buy  orders  and  a  negligible  inven- 
tory. Well,  we  scouted  around,  you 
know,  and  finally  had  to  sell  about 
100,000  short  at  80.  We  were  into 
Boeing  for  $15  million  or  $20  mil- 
lion there  for  a  while,  on  25%  mar- 
gin of  course,  but  still  you're  sort 
of  worried  for  a  few  hours  hoping  it 
will  go  down.  It  didn't  do  much 
for  a  few  days  and  in  the  end  we 
lost  money  on  it.  But  not  much.  We 
made  money  on  that  particular 
trade  but  we  had  a  short  position 
of,  say,  20,000  coming  in,  so  net  we 
lost  a  little. 

Do  you  mean  you  don't  re- 
gard big  block  positioning  as  com- 
petition? 

Kellogg:  Not  at  all.  If  they 
didn't  handle  them  that  way,  there 
would  be  secondary  offerings  like 
tlicy  used  to  have.  It  wouldn't 
come  to  us. 

The  fact  is,  though,  that  you  do 
a  smaller  part  of  the  trading  than 
you  used  to. 


Kellogg:  Right.  We  have  much 
thinner  books  now  than  in  the 
Twenties  because  the  trades  are 
bigger  today— they're  institutions- 
and  they  put  their  orders  on  in 
larger  blocks  when  they  want  to.  In 
,  the  Twenties  it  was  all  public  trad- 
ing which  is  better  for  the  special- 
ist because  it's  in  smaller  units  and 
you  had  a  steadier  flow. 

And  the  institutions  frequently 
short-circuit  you  by  going  to  the 
regional  exchanges? 

Kellogg:  Yes,  and  that  fractures 
the  market  badly.  And  the  public 
is  the  one  that  suffers,  you  see. 
Because  we  don't  have  all  the  buy 
orders  on  the  book  here,  the  seller 
who  wants  to  get  rid  of  his  2,000 
shares  has  to  sell  it  lower  to  get  rid 
of  it,  and  conversely  to  buy. 

What's  the  solution,  do  you 
think? 

Kellogg:  Well,  I  think  all  stocks 
on  regional  exchanges  should  be 
listed— and  I  mean  duly  listed— 
right  here.  The  more  concentration 
of  the  market,  the  more  resiliency 
the  market's  going  to  have  and  the 
better  the  market  that  you'll  have 
for  the  public. 

OK.  Let's  get  to  the  one  we've 
both  been  skirting.  The  SEC  study 
in  1963  noted  a  number  of  abuses. 
More  recently  on  the  lunatic  fringe 
there  was  The  Wall  Street  Jungle 
by  Richard  Ney.  .  .  . 

Kellogg:  Well,  I  read  his  book, 
obviously.  He  just  doesn't  have  his 
facts  straight.  His  criticisms  are 
completely  unjustified.  You  get  sore 
at  him  obviously  because  it's  not 
true  but  there's  nothing  you  can  do 
about  it.  You  can't  fight  back. 

With  all  this  market  expertise, 
you  must  have  fared  pretty  well 
with  your  oicn  invest ment.'s? 

Kellogg:  Actually,  I'm  very  inter- 
ested in  real  estate  myself.  I  invest 
with  a  group  of  people  in  real  es- 
tate in  different  places;  we  bought 
a  lot  of  properties  in  New  Jersey 
which  we  hope  to  develop. 

Oh,  I  see,  as  a  tax  shelter? 

Kellogg:  Not  as  a  tax  shelter  at 
all.  To  make  money.  ■ 
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Selective  Reporting? 

Annual  reports  are  getting  better. 
Are  they  getting  enougti  better? 


M.\iLMEN'  hate  them.  Artists  and  pho- 
tographers love  them.  Public  rela- 
tions men  prepare  them  (and  dread 
them).  Company  presidents  brood 
about  them  for  hours.  But  no  matter 
how  you  view  them,  truckloads  of  an- 
nual reports  are  on  the  way. 

Even  after  a  bad  year,  they're  still 
glossy  and  beautiful.  Still  plenty  of 
expensive  color  pictures:  a  golden 
ceremonial  breastplate  of  Peruvian  In- 
dians (Teledyne);  a  435-carat  dia- 
mond (Zale);  tranquil  scenes  of  the 
cliffs  of  Dover  ( Becton,  Dickinson ) . 

Do  they  also  provide  an  adequate 
picture  of  the  company's  finances? 
"Sure  there's  an  awful  lot  of  gloss," 
says  Leonard  M.  Savoie,  executive 
vice  president  of  the  American  Insti- 
tute of  Certified  Public  Accountants. 
"But  in  terms  of  disclosure,  annual  re- 
ports are  better  than  they've  ever 
been,  no  question  about  it." 

Better,  yes,  but  better  than  what? 
Do  they  yet  give  the  shareholder  as 
much  information  as  professional  in- 
stitutional investors  have  ready  ac- 
cess to?  It's  a  question  investors  who 
were  burned  in  the  late  lamented  Penn 
Central  debacle,  for  instance,  still  ask 
themselves.  And  for  good  reason. 

Take,  for  example,  two  public  doc- 
uments not  now  distributed  to  share- 
holders: the  newly  revised  Securities 
&  Exchange  Commission  Form  lOK 
and  the  prospectus  an  established 
company  must  issue  when  it  floats, 
say,  a  new  issue  of  del)l.  There  is  a 
good  deal  of  solid  information  in  these 
documents  that  companies  do  not  put 
in  their  annual  reports. 

Shouldn't  they?  Some  experts  think 
not.  "There  are  slight  differences  be- 
tween the  lOK  and  the  annual  re- 
port, compliance  notes  which  we 
don't  think  are  essential  to  a  published 
report,"  says  Philip  Defliese,  chair- 
man of  the  Accounting  Principles 
Board  and  managing  partner  of  Ly- 
brand,  Ross  Bros.  &  Montgomery,  one 
of  the  so-called  Big  Eight  CPA  firms. 
"Would  you  want  things  like  mainte- 
nance and  repairs  in  every  annual 
report?  Or  rents  and  royalties?  And  as 
regards  the  prospectus,  the  financial 
information  isn't  much  different  from 
what's  in  an  annual  report.  It's  the 
text  that's  different.  The  text  talks 
about  things  like  the  history  of  the 
company,  what  industries  it's  in,  its 
position  in  each  industry,  its  competi- 
tive and  labor  problems.  These  things 
are  in  a  prospectus  and  wouldn't  be 
repeated  in  an  annual  report." 

But  if  this  information  is  necessary 


for  prospectuses  and  lOKs,  why 
shouldn't  stockholders  get  it?  All  the 
more  so  now  that  the  SEC  has  stipu- 
lated (on  Oct.  21,  1970)  a  new, 
tougher  set  of  disclosure  requirements 
for  annual  lOK  filings  on  or  after  Dec. 
31,  1970. 

There  is  much  in  a  lOK  that  cannot 
be  learned  from  a  1970  annual  report 
—for  example:  research  and  develop- 
ment expenditures.  According  to  the 
new  ruling,  companies  are  required 
to  reveal  the  dollar  amount  spent  on 
R&D  in  the  preceding  year.  Last  May 
15,  when  Forbes  attempted  to  rank 
companies  by  R&D  expenditures, 
roughly  60%  of  over  870  companies 
surveyed  refused  to  disclose  the  fig- 
ure or  claimed  it  was  insignificant. 
This  year,  such  companies  will  have 
to  reveal  the  figure  to  the  SEC  in  the 
Form  lOK  ("if  applicable  and  mate- 
rial for  an  understanding  of  the  busi- 
ness") but  they  will  not  be  required 
to  reveal  it  to  stockholders  who  own 
the  company  in  the  annual  report. 

Who  Needs  To  Know? 

Will  they  do  so  voluntarily?  "I  sus- 
pect a  few  will,  but  I  would  guess 
that  most  won't,"  says  Savoie.  Will 
their  accountants  put  pressure  on 
them  to  reveal  the  figure  to  share- 
holders? Says  Savoie:  "My  own  per- 
sonal view  is  that  companies  should 
disclose  at  least  the  total  amount  of 
expenditures  for  discretionary  ex- 
penses like  R&D,  or  advertising  or 
maintenance  and  repair  in  capital- 
heavy  industries.  These  are  frequently 
big  expenditures,  and  management 
has  got  the  full  legitimate  right  to 
turn  them  on  and  off  with  the  result 
that  there  is  a  considerable  range  of 
permissibility  in  affecting  the  bottom 
line.  Say  a  company  that  usually 
spends  heavily  on  R&D  has  a  year  in 
which  operating  results  are  off  or 
show  no  improvement  and  cuts  its 
R&D  spending  in  half  that  year.  I 
think  that  tells  you  something." 

What  else  could  the  shareholder 
learn  from  the  new  lOKs  that  he  may 
not  learn  from  his  annual  report  or 
proxy  statement?  Plenty.  For  instance, 
"where  it  is  material  and  applicable": 
the  dollar  amount  of  order  backlogs; 
availability  of  essential  raw  materi- 
als; competitive  conditions  of  the  in- 
dustries involved  and  of  the  company 
.itself;  information  concerning  how  ad- 
equate the  firm's  properties  are  and  to 
what  extent  they  are  being  used;  fi- 
nancial statements  of  unconsolidated 
majority-owned    subsidiaries;    operat- 


ing results  by  product  lines  as  defined 
by  the  company. 

CPA  Defliese  argues  that  the  stock- 
holder can  get  this  information  with  a 
little  effort.  "A  layman  has  access  to 
this  information.  He  can  go  to  a  li- 
brary and  get  it,  most  business  li- 
braries have  these  things.  Or  his  bro- 
ker can  get  them  for  him.  If  a  man 
is  going  to  invest  and  do  a  research 
job,  then  he  should  be  doing  the  same 
kind  of  job  the  analyst  is  doing." 

Does  the  ordinary  investor  have 
the  time  and  energy?  Savoie  contends 
he  does  not:  "If  the  information  is 
considered  to  be  useful  by  a  body 
like  the  SEC,  then  the  shareholder 
ought  to  be  getting  it  as  part  of  the 
regular  periodic  report  of  his  corpo- 
ration. It's  unfair  to  say  'Well,  if  we 
have  a  prospectus  on  a  bond  offering 
you  can  write  in  and  get  it.'  He  may 
not  even  know  they  liave  a  prospectus 
on  a  bond  offering." 

Says  Lee  J.  Seidler,  professor  of  ac- 
counting at  New  York  University: 
"The  fact  is  that  the  SEC  public  fil- 
ings are  not  in  fact  public.  Getting 
a  prospectus  can  be  an  extraordinari- 
ly difficult  experience.  Even  through 
the  mail  from  the  SEC  it  costs  10 
cents  or  15  cents  a  sheet  for  a  copy 
and  takes  two  or  three  weeks  to  get. 
And  the  Form  lOK?  A  company  nor- 
mally prepares  only  a  couple  of  hun- 
dred copies.  To  get  a  lOK  for  a  Stock 
Exchange-listed  company  means  go- 
ing to  the  SEC  libraiy." 

Privately,  many  accountants  main- 
tain that  the  typical  investor  would 
only  be  confused  by  so  much  detailed 
infoimation  and  probably  wouldn't 
read  it  anyway.  Again  Savoie  dis- 
agrees: "If  the  investor  doesn't  want 
to  pay  any  attention  to  it,  he  doesn't 
have  to;  but  he's  entitled  to  receive  it." 

How  does  the  SEC  feel?  Having 
required  more  information  in  lOKs  and 
prospectuses,  will  it  order  these  docu- 
ments supplied  to  stockholders?  "The 
commission  doesn't  want  to  convert 
the  annual  report  to  stockholders  in- 
to a  legal  document,"  says  Charles  J. 
Sheppe,  a  lawyer  on  the  commis- 
sion's staff.  "We  always  want  to  leave 
a  medium  of  communication  be- 
tween management  and  the  share- 
holders somewhat  free  of  the  legal 
and  regulatory  restrictions  that  a  com- 
mission edict  demands."  In  short,  a 
policy  of  benign  neglect. 

Still,  such  an  action  would  be  en- 
tirely consistent  with  the  famed 
Wheat  Report  on  Disclosure  to  Inves- 
tors (April  1969),  which  expressed 
concern  over  the  disparity  of  informa- 
tion provided  the  buyer  of  an  entirely 
new  issue  as  contrasted  with  that  pro- 
vided the  potential  buyer  of  securities 
that  are  traded  over  and  over  again, 
or  shareholders  of  listed  companies.  It 
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Half  of  Fortune's 
Five  Hundred  bank 
vnth  us. 

And  you  never  even 
heard  of  us. 


But  you  have  heard  of  Fortune's 
Five  Hundred.  And  two  hundred  and  forty-six 
of  them  are  our  customers.  I 

Even  the  big  banks  bank  with  us.  More    j 
than  half  of  the  top  fifty.  | 


Marine  Midland  has  seven  billion  dollars 
in  assets.  We're  ninth  in  correspondent 
banking.  We  have  a  branch  in  London,  and 
representative  offices  all  over  the  world. 

We're  the  thirteenth  largest  banking 
system  in  the  country. 

And  you  never  even  heard  of  us.® 

Marine  Midland  Banlcs. 
We're  not  famous. 


Just  big. 


v'ould  a:iO  be  consistent  with  the 
strong  stand  taken  by  the  SEC  in 
1968  on  the  basis  of  its  Release  4910 
Mhci!  it  sharply  criticized  an  L-T-V 
subsidiary,  LTV  Ling  Altec,  for  pro- 
viding shareholders  with  an  initial  fi- 
nancial summary  different  from  the 
earnings  statement  filed  with  the  SEC. 
"The  SEC  jumped  all  over  them  on 
that  one,"  says  Savoie,  "and  they  said 
at  the  time  they  were  going  to  take  a 
more  active  role  in  assuring  that  re- 
ports to  investors  were  fair." 

How    do    corporate    managements 


Being  chairman  of  the  Accounting 
Principles  Board,  says  current 
Chairman  Philip  Defliese  wearily, 
is  "the  most  thankless  job  in  the  en- 
tire accounting  profession." 

No  doubt  it  is.  Created  in  1959 
by  the  American  Institute  of  Certi- 
fied Public  Accountants,  this  au- 
gust body  of  18  practitioners,  pro- 
fessors, analysts  and  financial  ex- 
ecutives has  been  under  constant 
pressure  for  speedy  solutions  to 
weighty  problems.  Although  it  has 
issued  some  17  "Opinions"  since 
then,  the  APB,  which  meets  a  few 
days  at  a  time  not  over  nine  times 
a  year,  hasn't  acted  as  swiftly  as 
some  critics  would  wish. 

Can  the  APB  become  a  more  ef- 
fective, fast-moving  body?  In  Phil- 
ip Defliese  many  accountants  see 
great  hope.  Says  one  close  friend: 
"Phil  is  an  auditor,  you  know.  The 
live  wires  of  the  profession,  like 
Len  Spacek  of  Arthur  Andersen  or 
Jack  Seidman  of  Seidman  &  Seid- 
man,  are  generally  tax  men.  Highly 
vocal  guys.  Not  Phil.  He  never 
raises  his  voice.  He  just  keeps  ham- 
mering away.  He's  about  the  only 
guy  who  could  have  gotten  that 
Board  to  act  on  business  combina- 
tions [Opinions  16  and  17  on  pool- 
ings of  interest  and  goodwill  issued 
August  1970].  To  me  he  typifies 
the  profession's  great  strength,  the 
supremely  methodical  man." 

Even  so,  despite  tremendous 
pressure  from  the  SEC,  Congress 
and  the  general  public,  it  took  De- 
fliese a  year  and  a  half  to  win  the 
needed  two-thirds  majority  on  the 
APB  for  Opinions  16  and  17. 

Defliese  is  proud  of  the  record 
number  of  Opinions  now  "in  ex- 
posure" being  circulated  for  pro- 
fessional comment.  Currently  there 
are  four,  and  three  more  may  be 
added  by  year's  end.  Among  them: 

•  A  proposed  reejuircment  that  ev- 
ery ainiual  ri'port  include  a  Sources 
and  Uses  of  I'uiids  stat(>ment.  Most 
annual  reports  already  aiclude  such 


feels  about  this  matter?  "Mailing  lOKs 
to  shareholders  would  create  an  addi- 
tional expense  to  a  corporation  which 
would  not  be  justified  by  the  informa- 
tion the  ordinary  shareholder  would 
glean  from  these  very  technical  docu- 
ments," says  a  spokesman  for  Gulf  & 
Western.  "Too  confusing  to  the  un- 
sophisticated investor,"  says  a  spokes- 
man for  Walter  Kidde.  "Hand  a  lOK 
to  the  average  shareholder  and  he'd 
probably  find  it  incomprehensible," 
says  a  spokesman  for  another  large 
company.     And     what     about     R&D 


—The  Methodical  Man- 

a  statement,  and  the  statement  is 
required  on  the  new  lOK  Forms. 
An  Opinion  is  expected  in  April. 
•  A  proposed  requirement  that 
earnings  from  foreign  or  domestic 
subsidiaries  in  which  a  company 
holds  as  much  as  a  20%  interest  be 
included  in  the  parent  company's 
statement  at  the  time  the  subsidiary 
earns  the  money  rather  than  when 
it  pays  the  dividend.  Present  re- 
quirements cover  only  50%-owned 


Def/iese  oi  >he  APB 

subsidiaries.  An  Opinion  is  expected 
in  April. 

•  A  proposed  tightening  of  meth- 
ods for  reporting  sales  of  property 
in  excliange  for  notes  issued  by  the 
buyer.  Under  the  proposal,  the  en- 
tire sale  price  plus  interest  could 
no  longer  be  taken  immediately  into 
the  sellers  income,  as  is  often  done 
under  current  rules.  An  Opinion  is 
expected  in  late  June. 

•  A   proposed  set   of   guidelines 


spending— which  du  Pont  does  not 
normally  reveal  in  its  annual  reports? 
"That  can  be  argued  both  ways,"  says 
a  du  Pont  man.  "We  don't  think  it's 
meaningful  because  accounting  pro- 
cedures differ  so  between  companies.'* 
They  have  a  point,  but  the  fact  re- 
mains that  the  whole  trend  is  toward 
fullfer  and  fuller  disclosure.  You  can 
lead  a  man  to  information,  of  course, 
^  but  you  can't  make  him  digest  it.  But 
that's  hardly  a  persuasive  argument 
for  not  giving  him  every  chance  to  get 
at  more  of  the  facts   and  figures.   ■ 


standardizing  the  treatment  of 
changes  in  accounting  methods  in 
the  historical  summaries  included 
in  company  annual  reports.  An 
Opinion  is  expected  in  late  June. 

Also  under  consideration  by  the 
AICPA  are  detailed  audit  guides 
for  life  insurance  companies  and 
brokerage  houses  and  a  debate  on 
how  to  account  for  marketable  eq- 
uity securities  in  such  firms.  A  pub- 
lic hearing  is  scheduled  in  May  on 
the  controversial  marketable  securi- 
ties question.  On  the  back  burner 
are  such  questions  as:  Should  the 
auditor's  certification  include  an  an- 
nual report's  historical  summary 
and  "Results  at  a  Glance"  as  well  as 
the  financial  statements?  Should  an 
accountant  who  has  resigned  an  ac- 
count or  been  dismissed  be  allowed 
to  make  a  public  statement?  Should 
an  auditor  be  allowed  to  certify  a 
financial  statement  when  he  "ex- 
cepts" from  that  certification  major 
portions  of  the  firm's  assets  (as  is 
the  case  with  many  bank  holding 
companies)?  Other  questions:  How 
to  account  for  noncash  transfers  of 
assets  and,  somewhat  belatedly, 
what  to  do  about  purchasing  and 
retiring  convertible  debt. 

A  number  of  companies  are  buy- 
ing back  convertible  securities  at 
depressed  prices  and  retiring  them 
at  sizable  profits.  For  example,  if  a 
company  buys  back  convertible 
debt  with  a  face  amount  of  $10 
million  at  the  market  value  of  $6 
million,  it  eliminates  the  future  in- 
terest expense  plus  the  threat  of 
conversion  and  records  a  $4-mil- 
lion  profit  to  boot. 

But  the  1970  annual  reports 
won't  reflect  this  feverish  activity. 
Disclosure  in  1970  ainuial  reports 
will  be  virtually  identical  to  that 
in  1969  reports.  "The  big  changes 
will  come  next  year,  in  the  '71  an- 
nual reports,"  says  Leonard  Savoie. 
That,  of  course,  assumes  the  APB 
can  be  moved  to  act  on  a  good  por- 
tion of  its  staggering  backlog. 
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THE  AD-COST  UPRISING. 

Buy  a  "thousand"  something  and  you  can  bet  the  "cost-per" 
is  probably  more  than  it  was  last  year. 

When  a  tight  budget  smacks  up  against  inflated  ad  costs, 
something's  got  to  give.  Often,  it's  a  selling  edge. 

We  don't  think  it  has  to  work  that  way.  And  value  is  the 
reason  why.  Ours  starts  with  our  editors.  Almost  33.8  million 
adult  Americans  find  TV  Guide  essential  reading.  Our  readers  pay 
more  for  it.  So  our  advertisers  pay  less. 

In  fact,  each  year  for  the  past  10  years,  readers  have  spent 
more  money  to  buy  TV  Guide  than  any  other  magazine  in  America. 

The  last  time  we  changed  our  four-color,  cost-per-thousand 
was  in  1959.  We  lowered  it. 

Today  we're  still  at  ^2.83.  More  efficient  than  any  other 
major  magazine. 

That  means  an  ad  dollar  works  a  lot  harder  here. 

And  that  helps  explain  why,  during  1970,  TV  Guide  carried 
more  advertising  pages  than  Life,  Look  or  Digest. 
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TRIANGLE  PUBLICATIONS,  INC. 

Sell  with  the  one  that's  selling. 


Sources:  Simmons,  ABC,  PIB. 


Put  a  roll  of  your  tissue 

here  and  find  out  how  mud 

Fort  Howard  can  save  you 

in  maintenance  costs. 


S\ 


Try  it  yourself. 

Most  industrial  roll  tissues  cover  only  the 
red  part.  If  your  roll  is  like  that,  Fort  Howard 
can  cut  your  tissue  changing  time  in  half. 
That's  because  your  roll  is  only  1000  sheets. 
Our  Billow"  tissue  is  2000  sheets.  It  lasts 
twice  as  long,  so  your  maintenance  people 
only  have  to  change  it  half  as  often. 
What  it's  worth  to  you. 
Normally  it  takes 
about  60  seconds  to 
change  a  roll  of 
tissue.  Figuring 
your  total  mainte- 
nance costs  run  about 
$3.00  per  hour,  that 
means  it  costs  you 
a  nickel  every  time 
a  roll  is  changed. 
So  when  you  add 
up  a  year  of  roll 


changes  for  your  entire 
company,  50%    changing 
time  can  be  pretty  important. 

It's  the  same  with  towels. 

Stack  five  packages  of  our 
Singlefold  towels  against  all 
the  towels  you  can  fit  into  your 
present  dispenser,  and  you'll  see 
that  Fort  Howard's  Super  Singlefold 
dispenser  cuts  towel  refills,  too.  Often  by  as 
much  as  75%. 

Is  your  tissue  on  target? 

Write  us  on  your  letterhead  and  we'll  send  one 
of  our  men  over  with  a  "Tissue  Target."  If  your 
tissue's  in  the  red,  he'll  show  you  how  to  save 
50%  in  tissue  changing  time.  If  it's  in  the  green, 
he'll  show  you  how  to  save  25%. 

If  it's  in  the  blue,  he'll  say  "thank  you," 
because  you're  already  a 
Fort  Howard  customer. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


We  put  paper  to  work  for  you. 


fcer 


Gold,  enamel  and  hardstone  Desk  Clock.  Face  is  jramed  by  a  shield  escutcheon  of  ptnk  gutlloche  enamel  trtmmed  wtth  gold 
foliate  border.  Roman  numerals  XXV  wreathed  below  and  the  whole  against  oblong  nephrtte  wtth  domed  top.  By  Carl  l-ibejge. 
Jeweler  to  the  Czars  of  All  the  Russias.    Workmaster  Michael  Perchin.  From  the  Forbes  Magazine  Collection  of  Faberge- 


Girl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  vour  business. 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 


Climbing  Out  of  tfie  Gully 

Good  news:  The  cement  industry  bottomed  out  in  1970 
and  should  prosper  during  the  next  five  or  even  ten  years. 
Bad  news:  This  doesn't  apply  to  all  cement  companies. 


For  cement  companies,  tlie  Si.\ties 
were  disastrous.  Shipments  rose  to 
record  levels  by  1969,  but  earnings 
plummeted.  The  reason  was  simple. 
The  industr\  added  capacit\  just  as 
fast  as  it  added  sales,  and  thus  pro- 
duction rarely  exceeded  7.5^  of  ca- 
pacity. Allowing  for  inflation,  cement 
prices  were  actualK  lower  at  the  end 
of  the  decade  than  at  the  start. 

Last  year,  things  got  even  worse. 
As  industry  shipments  declined  5%, 
earnings  of  the  ten  largest  independent 
companies  in  the  table  below  dropped 
by  one-third  {aee  chart).  Six  of  them 
suffered  deficit  quarters,  and  six  cut 
or  discontinued  di\idends.  All  were 
battered  by  rising  costs  for  borrowed 
mone>,  pollution  control,  fuel  and 
transportation.  Now,  the  whole  indus- 
tr\  faces  a  Ma\  1  deadline  for  signing 
a  new  union  contract,  which  is  sure  to 
result  in  higher  labor  rates. 

A  bleak  situation?  Yes.  But  there  is 
good  reason  to  think  that  cement 
could— for  some  companies— be  a  pros- 
perous, even  thriving,  business  during 
the  rest  of  the  decade.  "Last  year  was 
a  gully,"  says  one  man  in  the  industry. 
We  are  now  moving  up."  If  that 
sounds  overly  optimistic,  take  a  closer 
look  at  what's  happening. 

A  Shrinking  Industry 

Unquestionably,  one  of  the  most  sig- 
nificant developments  is  that  since 
1968  the  industry  has  actually  re- 
duced its  capacity.  Lone  Star  has  led 
the  way  by  shutting  down  about  20? 
of  its  domestic  capacity  (some  of 
the  equipment  was  dismantled  and 
shipped  overseas  for  use  there)  and 
concentrating  on  newer  plants  in 
growing  markets  Lehigh  also  shut 
down  20%,  Alpha  18%,  Ideal  5%.  Total 


WEIGHTED  DOWN 

Despite  a  25%  increase  in  ship- 
rrients  since  1960,  the  per-share 
earnings  of  the  ten  largest  inde- 
pendent cement  companies  have 
fallen  60%.  The  problem:  plant 
capacity  and  expenses  (labor,  fuel, 
pollution  control)  have  risen  faster 
than  shipments. 
•450 


INDUSTRY  SHIPMENTS 

(MILLIONS  OF  BARRELS) 


_CEMEN 


EMENT  CO.  PROFITS 
(1960=100) 


O'         C\J  ^  l£>  00  O 
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•Includes:  Alpha.  American,  General. 
Ideal,  Kaiser,  Lehigh,  Lone  Star,  Mar- 
quette, Medusa  and  Penn-Dixie 


estimated  industry  capacity  has 
dropped  5%  since  1969,  to  about  490 
million  barrels,  vs.  a  high  of  515  mil- 
lion. And  there  is  more  than  a  little 
doubt  whether  all  that  capacity  is 
genuine:  Quite  a  number  of  existing 
plants  can  operate  only  at  a  fraction 
of  official  capacity  these  days  because 
of  increasingly  stiff  antipollution  ordi- 
nances recently  passed. 

Meanwhile,  prices  keep  rising.  The 
increases  vary  greatly  by  region  but 
overall  could  average  about  20%  since 
1968.  For  now,  this  just  barely  covers 
higher  costs.  But  as  capacity  con- 
tinues to  shrink  and  demand  increases, 
the  industry  will  be  able  to  raise  prices 
to  more  than  cover  increased  costs. 
"This  is  where  the  real  improvements 
in  profitability  occur,"  says  one  secu- 
rity analyst,  "because  that  money  goes 
right  down  to  the  bottom  line." 

For  prices  to  get  that  much  better, 
the  housing  industry  has  to  keep  im- 
proving. Housing  generates  about  65% 
of  cement  demand— 25%  for  home 
foundations  and  the  like,  an  additional 
40%  for  sidewalks,  streets,  stores, 
schools  and  so  on.  Last  year's  sharp 
pick-up  in  housing  starts— they  were 
at  a  20-year  high  in  December,  though 
they  have  fallen  off  a  bit  since— also 
raised  industry  hopes.  "Housing 
might  lead  the  economy  out  of  the 
woods,"  says  Mayfield  R.  Shilling, 
president  of  Denver's  Ideal.  "If  so, 
our  business  will  get  better,  too." 

Commercial  and  industrial  con- 
struction often  follows  an  upturn  in 
housing.  This,  too,  would  help  in- 
crease the  demand  for  cement,  whose 
markets  have  broadened  because  of 
new  products  and  new  building  codes. 
Earthquake-prone  Los  Angeles,  for  ex- 
ample,    has     removed     its     13-story 


Company 

Cement's 

Sales 
(millions) 

B/'g  Ten 

Earnings 
Per  Share 

Stock  Data 

1970-71  Range 

Recent 
Price 

Price/ 

Earnings 

Ratio 

1960                  1970» 

1960                1970* 

Alpha  Portland  Cement 
American  Cement 
General  Portland  Cement 
Ideal  Basic  Industries 
Kaiser  Cement  &  Gypsum 

$  43.5             $  72.8 

71.1                134.0 

58.8               121.9 

110.5                155.6 

72.0               117.1 

$2.66              $0.46 
0.78               0.60 
1.87               1.40 
1.22               0.76 
1.10               0.33 

23V4-13 

143/8-    61/2 

305/8-16% 

171/8-   974 

261/2-161/4 

I8I/2 
9 

271/4 
143/4 

211/8 

40 
15 
19 
19 
25 

Lehigh  Portland  Cement 
Lone  Star  Cement 
Marquette  Cement 
Medusa  Portland  Cement 
Penn-Dixie  Cement 

94.6               109.4 
d7.8               264.7 
79.3                 80.9 
38.0                 68.7 
56.5              208.2 

1.83               0.34 
1.51                1.72 
3.27             d0.30 
2.21                1.45 
2.17               0.59 

161/2-    93/8 

303/4-15 
13^8-  7 
39     -211/8 
193/4.  8 

131/2 

285/8 
113/4 

36i/« 

i2y2 

40 
17 

25 
21 

•Latest  12  months.                d-Deflcit. 
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Pill  you  w 

iHink  ba(nking...think 

First  National  State 
Bancorporation 


New  Jersey's 

first  billion-dollar 

bank  holding  company 

JPirst  Jfational  ^tate  Jfancorporation 

550  BROAD  STREET  /  iMtWARK.  N  J.  07102 

Member  Banks:  First  National  Stale  Bank  of  New  Jersey  /  The  Edison  Bank,  N.A.  / 

First  National  State  Bank  of  North  Jersey  (formerly  City  National  Banh)  I  The  Warren  County  National  Bank  / 

First  National  State  Bank  of  Spring  Lake  (formerly  First  National  Bank  of  Spring  Lake). 


There 's 


Power  10  Spare 

in  the 
Mountain  West 


& 


<r 


There  is  ade- 
quate power 
now,  adequate 
low-cost  fuel 
^  now,  and  con- 

struction of 
plenty  of  addi- 
tional generating 
capacity  is  underway 

Also .   .  we  have 
strong  interconnec- 
tions with  huge 
power  pools  in  other 
areas— just  in  case. 


The  Folks  at 

UTAH  POWER  &  LIGHT  CO. 


FREE 
Catalog 


Our  Vermont-Made  Wheelbarrow-Carts  are  so  perfectly 
balanced  on  two  big  wheels,  so  easy  to  roll,  you 
guide  them  with  just  one  hand  even  with  heavy 
loads!  No  Backstraln!  No  Struggle!  No  Load  fall  out! 
Several  models  include  one  for  indoor-outdoor  use 
and  bulld-it-yourself  kits.  Handsome,  rugged,  hand- 
crafted. Perfect  (gift)  for  any  him,  her,  family,  or 
business.  For  '^»f.l  CATALOG  by  first  class  mail, 
write  now  to  udiHen  Way  Research,  Dept,  3823 
Charlotte,   Vermont  05445. 
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Fiberglass 


58   YACHT    FISHERfv^AN 

Hatteras  has  a  high  resale  value. 
One  reason  for  this  is  that  Hat- 
teras does  not  make  annual 
model  changes.  There  is  no 
planned  obsolescence.  This  helps 
protect  your  investment  when 
you  buy  a  Hatteras.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature,  en- 
close $1.00.  Send  to  2607  Kivett 
Drive,  High  Point,  N.C.  27261. 


^ 


HatterasYacht 

Division  of 

North  American  Rockwell 


limit  on  reinforced  concrete  buildings.! 

But  the  biggest  reason  to  think  thati 
cement  might  prosper  i.s   because  of] 
improved  management.  To  put  it  un- 
kindly,   many    management    decisions] 
of  the  Fifties  and  Sixties  were  stupid. 
Companies    expanded    their    capacity] 
pell-mell  and  cut  prices,  hoping  to  in- 
crease   profits    through    economies    of 
scale.    Instead,    this    blind    expansion 
simply  kept  capacity  well  beyond  de- 
mand. To  compound  these  sins,  most 
■  companies    paid    rmrealistically    high 
dividends,    usually   between   60%   and 
855?  of  net  earnings,  which  left  little 
for  modernization  of  old  plants. 

Now,  however,  companies  are  mod- 
ernizing and  usually  shutting  down  old 
capacity  at  the  same  time..  American's 
new  Detroit  plant,  scheduled  to  open 
in  June,  may  be  the  industry's  last 
new  plant  for  several  years.  "I  don't 
think  there  will  again  be  a  lot  of 
poorly  thought-out  expansion  in  the 
industry,"  says  Peter  S.  Hass,  presi- 
dent of  Oakland-based  Kaiser  Cement. 
"I  think  that  the  lessons  of  the  late 
Fifties  and  Sixties  have  been  learned." 

Run  on  Real  Estate 

\Vhen  things  started  going  wrong, 
many  companies  diversified  into  steel, 
chemicals,  leasing,  insurance,  aircraft 
and— just  recently— frnniture  and  car- 
peting. These  businesses  are  all  much 
different  from  cement,  and  results 
have  been  generally  poor.  But  in  re- 
cent years  more  and  more  cement 
companies  have  been  acquiring  or  set- 
ting up  real  estate  operations,  in  which 
the  prospects  look  considerably  bright- 
er. For  example,  Alpha  is  acquiring  a 
shopping  center  developer;  General 
has  three  real  estate  developments  un- 
der way,  including  a  1,500-unit  condo- 
minium/marina complex  in  West  Palm 
Beacli,  Fla;  and  Lone  Star  acquired 
a  land  company  in  Hawaii  and  formed 
one  of  its  own  on  the  mainland.  "We 
expect  all  of  our  diversified  areas  to 
grow  faster  than  cement,"  says  John 
R.  Kringel,  president  of  Connecticut- 
based  Lone  Star.  "But  don't  get  us 
wrong.  We  think  cement  is  a  good 
business,  and  we  think  we'll  have  a 
period  of  several  very  good,  \ery  prof- 
itable years." 

Kringel  is  probably  right.  But  his 
forecast  doesn't  automatically  mean 
all  companies  will  do  equally  well. 
Those  like  Lone  Star,  Ideal,  Medu.sa, 
General  and  Kaiser,  which  have  mod-, 
ern  plants  in  growing  markets  and^ 
good  management,  should  prosper 
during  the  Seventies.  But  companies 
like  American,  Marquette  and  Penn- 
Dixie,  which  have  made  unwise  ac- 
quisitions or  have  old  plants  or  are 
located  in  slow-growth  markets,  will 
have  to  work  hard  if  they  expect  to 
share  in  the  new  prosperity.  ■ 
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Nicky  K.,  age  three,  drank  a  bottle  of  furniture  polish. 
Atelephone  number  saved  his  life. 


The  poibomng  took  place 
in  Tyringham,  Mass. 

The  number  belonged  to 
a  poison  control  center  135 
miles  away. 

But  what  if  Nicky's  par- 
ents didn't  know  it  existed? 

What  if  they  had  to  waste 
precious  minutes  frantically 
searching  through  phone 
books  before  they  could  even 
attempt  to  reach  it? 

And  what  if  they  needed 


something  more  than  advice 
over  the  telephone — like  a  doc- 
tor or  ambulance? 

At  Metropolitan  Life,  we 
are  working  to  keep  all  those 
"what  if's"  from  becoming 
"ifoniys!' 

In  many  communities, 
we're  distributing  emergency 
kits  with  lists  of  numbers  that 
can  make  the  difference  be- 
tween life  and  death. 

Ifs  part  of  a  45-year-long 


ciiuiL  oil  our  pari  to  show 
people  how  to  avoid  emergen- 
cies, and  how  to  handle  those 
that  are  unavoidable. 

Because  accidents  will 
happen. 

And  when  they  do,  what 
people  don't  know  can  hurt 
them. 

Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 


The  Battle  of  the  Yield  Tables 

The  Performance  Came,  long  dormant  on  Wall  Street,  has 
been  a  hot  political  issue  in  St.  Paul  and  Minneapolis. 


The  driest  freshman  economics 
course  usually  packs  twice  the  wallop 
of  the  typical  university  endowment 
committee  meeting. 

However,  at  Minnesota  these  days 
the  University's  endowment  fund  has 
become  a  campus  attraction.  Local 
newspapers  have  been  diligently  re- 
porting the  fund's  perfomiance  record. 
Local  television  stations  have  been 
intewiewing  "experts"  on  the  fund. 
And  at  the  State  Legislature  in  St. 
Paul  the  endowment  fund  will  be  a 
hot  topic  this  session.  What's  all  the 
excitement  about? 

In  1967,  McGeorge  Bundy,  presi- 
dent of  the  Ford  Foundation,  blasted 
the  performance  record  of  university 


(market  value)  bond  portfolio  to  man- 
age. Brokaw,  Schaenen,  Clancy  &  Co., 
(New  York),  Moody's  Alhance  Cap- 
ital Corp.  (Boston)  and  T.  Rowe 
Price  &  Associates  Inc.  (Baltimore) 
were  given  $7.1  million  each  to  in- 
vest in  equities. 

By  May,  though  the  stock  and  bond 
markets  were  near  long-time  lows, 
newspaper  articles  began  to  report  a 
sudden  improvement  in  endowment 
fund  reports.  Capital  appreciation  of 
$2.5  million  was  reported,  as  was  a 
$450,000  increase  in  annualized  in- 
come. He  had,  says  Kennedy  today, 
"reversed  a  long  and  dangerous  down- 
ward movement  and  commenced  the 
movement  upward." 


Graduate   Course.  "Even  some  regents  thought  the  funds  were  per- 
forming spectacularly/'  says  a  Minnesotan.  Then  they  learned  differently. 


endowment  funds.  An  amateur  in 
finance,  Bundy's  advice,  however, 
swayed  a  good  many  of  those  respon- 
sible for  investing  public  money.  In 
the  summer  of  1969,  Roger  G.  Ken- 
nedy, now  44,  a  St.  Paul  banker,  was 
hired  by  President  Malcolm  Moos  as 
the  University's  $40,000-a-year  vice 
president  in  charge  of  investments.  In 
Kennedy'^  view,  the  fund  had  not  been 
well  managed.  "The  regents,  like  most 
trustees,  had  felt  that  a  two-man  of- 
fice operating  on  local  broker's  advice 
could  adequately  manage  a  portfolio 
of  equities  in  the  tens  of  millions  of 
dollars.  And  they  felt  that  once  you 
bought  a  bond,  you  just  put  it  in  the 
vault  and  left  it  there."  Under  the 
old  setup,  .says  Kennedy,  the  endow- 
ment fund  had  lost  about  20%  of  its 
value.  Apparently,  in  Kennedy's  eyes, 
it  was  just  the  kind  of  lackluster  man- 
agement Bundy  was  talking  about. 

By  late  1969,  a  few  months  after 
Kennedy  had  taken  over,  he  had 
broken  tradition  and  recommended 
four  outside  money  managers  to  han- 
dle the  bulk  of  the  University's  port- 
folio. All  were  from  the  East  Coast. 
Thorndike,  Doran,  Paine  &  Lewis 
(Boston)  were  given  the  $3f^J  r-million 
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Robert  E.  Blixt,  who  manages  State 
pension  and  other  funds  totaling  $1.3 
billion,  sees  it  quite  differently.  "De- 
spite all  this  bragging  by  Mr.  Ken- 
nedy, we  have  proved  that  the  fund 
would  have  been  better  off  with  the 
securities  he  sold  than  those  he 
bought."  Blixt  pointed  out  that  the 
University  had  sustained  big  losses  in 
stocks  such  as  Electronic  Data  Sys- 
tems, Memorex  and  Stirling  Homex. 

But  Blixt's  main  disagreement  is 
Kennedy's  claim  that  Thorndike  im- 
proved the  performance  of  the  bond 
portfolio.  Like  many  such  funds,  most 
of  the  University's  bonds  had  been 
purchased  many  years  ago  when  in- 
terest rates  were  4%  or  5%.  As  a  result, 
though  the  bond  portfolio's  total  face 
value  was  $56.4  million,  its  market 
price  was  $39.2  million,  30%  less. 

What  Kennedy  did  was  to  mark  the 
bonds  down  to  their  market  price  be- 
fore they  were  transferred  to  Thorn- 
dike. Then  when  Thorndike  took  over, 
it  sold  many  of  the  old  low-coupon 
bonds  and  bought  current  issues  with 
higher  interest  rates.  The  result  was 
to  improve  current  cash  income.  For 
example,  if  Thorndike  sold  ten  5% 
bonds  selling  at   $700  each,   interest 


payments  lost  would  have  totaled  $50 
per  bond  or  $500.  But  with  the 
$7,000  proceeds  Thorndike  could 
have  purchased  seven  9%  bonds  at 
$1,000  each,  yielding  a  juicier  $630. 
•  Performance?  No  says  Blixt,  mainly 
juggling.  Kennedy  never  amortized 
the  $300  loss  on  each  $l,000-face- 
value  bond  Thorndike  sold  for  $700. 
At  maturity  those  ten  bonds  would 
have  been  worth  $10,000,  says  Blixt. 
The  University  now  holds  seven  bonds 
worth  only  $7,000  at  maturity. 

Conglomerate  Math? 

In  short,  the  yield  to  maturity  did 
not  necessarily  improve  at  all.  On  top 
of  that,  claims  Blixt,  Kennedy  and 
Thorndike  marked  the  bonds  down 
to  unreasonably  low  prices  to  make  it 
easier  to  show  gains  when  the  market 
rallied. 

The  argument  has  captured  the 
public's  attention  in  Minnesota  partly 
because  of  the  marked  contrast  be- 
tween Blixt  and  Kennedy.  Blixt  went 
to  school  in  Minnesota  and  Colorado. 
Kennedy  went  to  Yale.  Kennedy  is  a 
smooth  talker,  stylish  dresser  and 
would  meld  right  in  at  an  exclusive 
club.  Blixt  is  excitable,  and  looks  like 
a  midwesterner.  Blixt  earns  $25,000  a 
year  managing  $1.3  billion.  Kennedy 
earned  $40,000  managing  $70  mil- 
lion. Blixt  takes  great  pride  in  pointing 
out  that  he  is  a  Chartered  Financial 
Analyst.  Kennedy  says:  "I'm  not  a 
money  manager.  My  job  is  to  try  to 
manage  managers."  Says  Blixt:  "The 
University  needed  a  CFA.  I  wouldn't 
want  a  plumber  to  come  into  my 
house  and  say  he   isn't  a  plumber." 

Kennedy  supporters  say  Blixt  was 
egged  on  by  local  banks  and  brokers, 
furious  at  Kennedy's  decision  to  move 
the  fund  management  to  the  East. 
Kennedy  himself  blames  part  of  the 
uproar  on  this.  "This  is  a  hell  of  a 
good  way  to  make  a  lot  of  local  brok- 
ers, managers  and  bankers  mad  at 
you,"  says  Kennedy.  "But  do  trustees 
or  regents  look  for  the  best  possible 
money  management  that  can  be  found, 
or  is  it  their  responsibility  to  subsidize 
local  management?" 

Blixt  doesn't  really  disagree  with 
Kennedy's  basic  decisions  about  the 
portfolio.  What  he  doesn't  like  is  how 
the  results  were  reported.  But  ap- 
parently McGeorge  Bundy  was  im- 
pressed. Last  June  Roger  Kennedy  left 
the  University  of  Minnesota  for  a  new 
job.  Kennedy  is  now  vice  president  in 
charge  of  the  Ford  Foundation's  $4.1- 
billion  portfolio.  ■ 
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THINK  SMALL  (and  you'll  pay  for  it  BIG) 

A  number  of  magazines  have  enjoyed  considerable  success  in  attracting  local  advertisers  to  their  regional  editions. 
Occasionally,  national  advertisers  have  been  attracted  to  these  regionals  for  assorted  reasons  (spelled  C-O-S-T). 
They  feel  they're  economizing. 

Not  so. 

Really,  not  so— at  least  not  among  management  magazines. 

FORBES  is  directed  to  top  management  in  America's  largest  corporations.  There  is  nothing  regional  about  the 
spheres  of  influence  in  which  executives  of  this  calibre  operate.  As  a  result,  we  offer  no  regional  editions  of  our 
circulation. 

On  the  other  hand,  our  principal  competitors.  Business  Week  and  Fortune,  offer  four  regional  splits  of  their  cir- 
culations at  sizable  cost  premiums.  The  comparative  cost  of  using  regional  editions  of  Business  Week  or  Fortune, 
as  opposed  to  using  full  run  pages  in  FORBES,  underscores  the  tremendous  inefficiency  of  these  petite  editions: 


1971  RATES  -  FORBES  VS.  REGIONAL  BUSINESS  WEEK 


FORBES 

BUSINESSWEEK 

Circulation  rate  base 

625,000 

Northeastern 

Midwestern 

Southern 

Western 

280,000 

170,000 

110,000 

115,000 

Cost  per  page— black  &  white 
Cost  per  page  per  thousand 

$  6,750.00 
10.80 

$4,600.00 
16.43 

$2,870.00 
16.88 

$1,800.00 
16.36 

$1,970.00 
17.13 

Cost  per  page— 4/colors 
Cost  per  page  per  thousand 

10,250.00 
16.40 

7,280.00 
26.00 

4,540.00 
26.71 

2,980.00 
27.09 

3,120.00 
27.13 

1971  RATES  -  FORBES  VS.  REGIONAL  FORTUNE 

FORBES 

FORTUNE 

Eastern 

Midwestern 

Southern 

Western 

Circulation  rate  base 

625,000 

215,000 

140,000 

85,000 

89,000 

Cost  per  page— black  &  white 
Cqst  per  page  per  thousand 

$  6,750.00 
10.80 

$4,630.00 
21.53 

$3,160.00 
22.57 

$1,880.00 
22.12 

$1,990.00 
22.36 

Cost  per  page— 4/colors 
Cost  per  page  per  thousand 

10,250.00 
16.40 

7,030.00 
32.70 

4,830.00 
34.50 

2,850.00 
33.53 

3,030.00 
34.04 

The  latest  subscriber  studies  for  all  three  publications  indicate  top  management  concentrations  of  39%  in  each 
audience.  However,  we  have  found  no  evidence  which  supports  an  assumption  that  there  are  executives  in  any  one 
section  of  the  country  whose  decision-making  power  makes  them  worth  premiums  of  fifty  to  over  one  hundred  per- 
cent in  advertising  costs. 

FORBES  reaches  the  men  who  own  and  run  business  throughout  America— with  efficiency  and  far,  far  lower  CPMs. 

Forbes:  capitalist  tool 
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Eldorado  by  Cadillac. 
Admire  it  for  its  beauty. 
Respect  it  for  its  ability. 


ie  dramatically  beautiful   1971    Fleetwood  Eldo- 
dos— equipped  with  Cadillac's  front-wheel  drive 
)d  an  exclusive  8.2  litre  V-8  engine— usher  in  a 
hole  new  era  of  personal  luxury  motoring.  Every- 
ing  about  the  new  Eldorados— the  long,  low,  dis- 
ictive  design,  the  luxuriously  appointed  interior, 
e  incredibly  quiet  riding  qualities  (quiet  even  by 
aditiona!  Cadillac  standards)— marks  them  as  the 
orld's  most  elegant  personal  cars. 
The  completely  restyled  Eldorado  Coupe  has  a 
stinction  and  poise  that  are  elegantly  expressed 
its  beveled  hood  and  rear  deck,  and  in  its  graceful 
oportions.   New   coach   windows— an   Eldorado 
cclusive— accentuate  its  classic,  personal  car  ap- 
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arance.  Side-guard  beams  in  the  doors  show 
ical  Cadillac  concern  for  your  security.  And  you 
discover  new  low-profile  seats,  finished  in  rich 
irics  or  soft  leathers,  along  with  the  many  com- 
ts  -and  conveniences  that  you  expect  in  a  per- 
lal  car  built  by  Cadillac. 


Personal  motoring  achieves  an  even  greater  di- 
mension of  luxury  with  an  all-new  companion  model 
to  the  Eldorado  Coupe— the  youthful  and  glamorous 
Eldorado  Convertible.  Now  the  only  luxury  converti- 
ble built  in  America,  it  comes  equipped  with  an  in- 
genious new  inward-folding  Hideaway  Top,  which 


folds  behind  the  seat  when  lowered,  providing  full- 
width  room  for  rear-seat  passengers.  Rarely  is  such 
an  exciting  personal  car  introduced  to  the  motoring 
world. 

But  only  when  you're  actively  behind  the  wheel  of 
either  of  these  great  personal  cars  will  you  fully  ap- 
preciate Eldorado  individuality.  The  big,  quiet,  ex- 
clusive 8.2  litre  V-8  engine  (which  can  perform 
brilliantly,  and  with  lower  exhaust  emissions,  on 
the  new  no-lead,    low-lead   gasolines)   responds 
smoothly  to  your  driving  demands.  Combined  with 
the  precise  handling  of  Cadillac's  front-wheel  drive, 
variable-ratio    power   steering,    power  front   disc 
brakes  and  Automatic  Level  Control,  it  provides 
luxury  performance  that's  uniquely  exciting.  Add  to 
that  the  smoother,  softer,  quieter  ride  attributable  to 
Eldorado's  new,  longer  wheelbase  and  new  sus- 
pension, and  you  will  experience  driving  pleasure 
unequaled  anywhere  in  the  world. 

No  other  automobiles  can  match  the  distinction 
and  the  quiet  performance  of  the  1971 
Eldorados.  Your  Cadillac  dealer  invites 
you  to  experience  the  pleasure  of  driving 
the  world's  most  elegant  personal  cars. 


Cadillac  Motor  Car  Division 


m  opposite  is  the  1971   Eldorado  Coupe. 

tch  Masters  Golf  with  the  Leader,  Cadillac,  April  10-11,  CBS-TV. 


stock  up 
before  you  advertise 
yourannual  report 
in 

FORBES! 


Last  May  we  made  it  possible  for  advertisers  to  offer 
ttieir  annual  reports  to  FORBES  readers.  A  total  of  75 
of  them  did  so  eitlier  by  way  of  the  Annual  Reporli 
Advertising  Section  in  our  May  1  issue ...  or  by  simply 
being  listed  on  an  insert  card  in  our  May  15  Directory 
Issue. 

So  what  happened?  Those  75  advertisers  received  i 
total  of  239,533  requests  for  their  annual  reports. 

Almost  a  quarter  of  a  million  of  them. 

Or  an  average  of  3,194  requests  per  advertiser. 

One  got  6,603  requests. 

This  year  it  is  particularly  important  for  FORBES  read- 
ers to  see  your  annual  report.  When  everything  isn'' 
UP  and  GO,  management's  annual  report  of  WHAT 
and  WHY  has  greater  significance,  perhaps,  thar 
when  record  breaking  speaks  for  itself. 

A  1/8-page  ad  in  our  Annual  Report  Advertising  Sec 
tion  this  May  1st  will  cost  you  just  $970.  You  can  res 
assured  it  will  get  big  attention.  The  1970  Simmon; 
Study  says  that  the  average  FORBES  reader  spend; 
an  hour  and  59  minutes  reading  each  issue  o 
FORBES.  That's  86  minutes  more  than  an  average 
reader  of  Business  Week  spends  with  his  magazine 
and  51  minutes  more  than  the  average  reader  o 
Fortune  spends  with  his,  according  to  Simmons. 

Why  not  call  the  FORBES  salesman  nearest  you,  am 
join  us  this  May  1st?  But  we  give  you  fair  warning 
Don't  do  it  unless  you're  willing  to  have  your  suppi; 
of  annual  reports  spoken  for  by  most  of  the  men  wh( 
own  and  run  American  business. 
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Kaiser's  Crunch 

One  smart  move  does  not  win  a  chess  game.  In  its  long  match  with  the  Jap- 
anese, Kaiser  won  a  few  points,  but  lately  it  has  been  one  setback  after  another. 


Among  big  U.S.  steelmakers,  Kaiser 
Steel  Corp.  was  best  able  to  benefit, 
even  prosper,  from  the  invasion  of 
Japanese  competitors.  It  sold  iron  ore 
to  the  Japanese  from  the  huge  Ham- 
ersley  mine  in  Australia,  of  which 
Kaiser  is  part  owner.  In  1968  it 
formed  Kaiser  Resources,  Ltd.,  to  ex- 
ploit part  of  the  7-billion-ton  Koote- 
nay  coalfield  in  southeastern  British 
Columbia  from  whence  it  delivers  Ca- 
nadian coking  coal  to  Japan  under 
long-term  contracts. 

Meanwhile,  as  the  West's  largest 
steel  company,  Oakland-based  Kaiser 
thrived  on  a  big  demand  for  fabricat- 
ed steel  products.  In  1967  Kaiser 
Steel  earned  a  record  $33. 2  million,  or 
$5.67  a  share,  on  sales  of  S401  mil- 
lion. Kaiser  Steel  was  the  biggest 
profit  contributor  to  Kaiser  Industries, 
the  keystone  of  the  sprawling  Kaiser 
empire  (see  box,  p.  68). 

The  Morning  After 

The  best  of  all  worlds?  Only  for  a 
while,  because  in  the  past  three  years 
it  has  become  painfully  obvious  that 
Kaiser  Steel  has  bo.xed  itself  in.  The 
coal  mine  has  turned  into  a  money- 
losing  engineering  nightmare.  Kaiser's 
ver\'  own  Japanese  customers  have  in- 
vaded the  West  Coast  market  with 
louer-priced  steel  products.  And  with 
the  war  in  \'ietnam  inevitably  though 
unevenly  drawing  to  a  close,  Kaiser's 
lucrative  military'  business,  primarily 
helicopter  landing  mats  for  use  in 
Southeast  Asia,  has  dried  up. 

As  a  result,  profits  plummeted.  Last 
year,  on  a  sales  decline  of  7%  to  $393 
million,  operating  income  dropped 
80*?  to  onl\  74  cents  a  share.  By  sell- 
ing 4%  of  its  Hamersley  holdings,  Kai- 
ser was  able  to  realize  a  nonrecurring 
gain  of  SI. 92  a  share,  which  boosted 
reported  earnings  to  $2.66  a  share. 
The  fact  was  that  all  of  the  1970 
earnings— operational  and  nonrecur- 
ring—came from  Australia.  For  not 
only  were  Kaiser's  U.S.  steel  operations 
profitless,  its  Canadian  coal  mining 
venture  went  so  deep  in  the  red  as  to 
cost  it  51  cents  a  share. 

When  25%  of  Kaiser  Resources  was 
offered  to  investors  in  1969,  Kaiser 
officials  confidentiv  predicted  profits 
of  S10.7  million  for  1970  and  $19.4 
million  for  1971.  Instead,  Kaiser  Re- 
sources lost  $4.6  million  last  year  and 
could  lose  even  more  this  year.  At  a 
time  when  almost  everyone  else's  coal 
mines  are  gold  mines,  how  did  Kai- 
ser get  into  such  big  trouble?  Nei- 
ther Vice  Chairman  Jack  L.  Ashby  nor 
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President  Jack  J.  Carlson,  who  had 
been  president  of  Kaiser  Resources  un- 
til January,  is  talking.  Nor  is  C.  Lee 
Emerson,  the  Kaiser  Steel  executive 
vice  president  who  replaced  Carbon 
as  Kaiser  Resources  president  and  who 
now  spends  much  of  his  time  in  British 
Columbia  personally  supei"\'ising  min- 
ing operations. 

It's  not  surprising  they  are  not  talk- 
ing. Kaiser  Industries  as  a  whole  takes 
enormous  pride  in  its  skill  at  handling 
large,  complicated  engineering  ven- 
tures. The  Kaiser  Engineers  division 
has  built  dams  and  industrial  plants 
all  over  the  world.  As  a  shipbuilder 
during  World  War  II  Kaiser  compiled 
an  astounding  production  record.  Pre- 
vious mining  ventures  in  iron  ore  and 
bauxite  have  been  highly  successful. 
But  in  its  Canadian  coal  venture  Kaiser 
Steel   has   made   some   bad   mistakes. 

For  one  thing,  when  Kaiser  started 
digging  at  Kootenay,  it  found  it  had 
the  wrong  kind  of  coal.  It  was  more 
powdery  than  expected,  which  meant 
a  lot  of  expensive  washing  to  clean  it. 
It  had  more  moisture  than  expected, 
which  caused  a  major  breakdown  in 
the  dedusting  equipment.  The  ash 
content  was  much  higher  than  al- 
lowed by  the  contracts.  Also,  the 
open-pit  mine  itself  was  improperly 
dug;  the  sides  were  too  steep  and  had 
to  be  widened  at  great  cost.  On  top  of 
all  this.  Kaiser  had  big  problems  with 
the  mining  equipment  it  bought,  most 
of  which  was  built  especially  for  the 
Kootenay  operation.  The  walking 
dragline,  a  54-cubic-yard  bucket  that 
scoops  up  the  coal,  was  installed  per- 
haps two  years  too  soon— it  can't  be 
effectively  utilized  until  more  rock  is 
dug  away.  The  11  dump  trucks  of 
200-ton  capacity  had  troublesome 
brakes  and  other  major  problems— and 
there  was  no  paved  maintenance  area 
in  which  to  make  repairs.  Two  25- 
cubic-yard  power  shovels  were  late, 
and  gave  trouble  when  they  finally  did 
arrive.  All  in  all,  engineering  and 
equipment  problems— the  very  things 
at  which  Kaiser  should  have  been  the 
most  expert— set  back  the  project  by 
at  least  18  months. 

Not  surprisingly,  Kaiser  Resources' 
investment  in  British  Columbia  has 
grown  from  about  $85  million  to  an 
estimated  $100  million  and  may  soar 
to   $150   million.   This   puts    a    great 


Once  Hamersley  iron  ore  was  mere- 
ly a  nice  bonus;  today  it's  helping 
to    keep    the    wolf    from    the    door. 
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DO  YOU  STILL 

FLY 

BY  THE  SEAT 

OF  YOUR   PANTS? 

•  Obtain  experienced  assistance 
in  organizing  your  decision 
problems. 

•  Gain  greater  insight  into  your 
decision  problems. 

•  Learn  how  to  make  more  pro- 
ductive use  of  your  subjective 

intuition. 

•  Help  others  in  your  firm,  or 
your  clients,  organize  their  de- 
cision making. 

•  Obtain  assistance  by  writing 
your  problems  down  and  dis- 
cussing them  by  mail,  for  one 
annual  membership  fee. 

•  Write  for  free  assistance  with 
a  decision  that  you  have  to 
make,  and  learn  more  about 
our  service. 

INSTITUTE  FOR  DECISION  MAKING 

P.O.  Box  376 

Montvale,  New  Jersey  07645 


burden  on  Kaiser  Steel,  which  ended 
1970  with  net  working  capital  of  only 
$25.4  million  and  long-term  debt  of 
$234  million.  Kaiser  Resources'  big- 
gest customer,  Mitsubishi,  to  protect- 
its  Canadian  coal  supply,  has  lent  the 
company  $25  million.  The  $13.1-mil- 
lion  proceeds  from  the  sale  of  Ham- 
ersley  iron  shares  will  also  help. 

Hiking  the  Price? 

But  at  the  agreed-on  price  of  $14  a 
ton.  Kaiser  Resources  is  losing  proba- 
bly $1  or  more  a  ton.  Competing  coal  is 
selling  for  about  $18  to  $19  a  ton,  and 
naturally  Kaiser  would  like  to  match 
that.  Naturally,  the  Japanese  wouldn't,  . 
but  they  need  the  coal  and  realize 
that  Kaiser  Resources  can't  operate  at 
a  loss  indefinitely.  So  Kaiser  has  re- 
opened negotiations  and  it's  likely 
that  the  Japanese  eventually  will  pay 
a  higher  price.  But  it  is  sure  to  take  a 
great  deal  of  tedious  discussion. 

Meanwhile,  back  at  the  steel  mill, 
Kaiser's  line  of  steel  products  for 
bridges,  buildings,  pipelines  and  the 
like  has  become  a  prime  target  for 
Japanese  competitors.  To  make  things 
worse,  the  small  far-west  stee.  mar- 
ket (about  9%  of  the  total  U.S.  mar- 
ket) has  been  very  soft  lately,  forcing 
Kaiser  to  get  a  greater  proportion  of 
sales  on  the  still  lower-margined  ex- 
port market. 

With  all  its  troubles  in  the  U.S. 
and  Canada,  Kaiser  Steel  can  still  take 


comfort  from  its  interest  in  Ham- 
ersley,  which  is  now  down  to  34.5% 
(Britain's  Rio  Tinto  Zinc  controls  54% 
and  the  Australian  public  owns  the  re- 
maining 11.5%).  Truly,  this  was  one 
of  Kaiser's  smartest  moves.  On  an  orig- 
inal investment  of  $22  million  made  in- 
1962,  Kaiser's  aftertax  profits  were 
$10.1  million  in  1970  alone.  "Ham- 
ersley  is  a  real  jewel,"  says  one  se- 
curities analyst.  "It's  the  best  iron  ore 
deposit  in  the  world." 

Sea  of  Troubles 

But  one  iron  mine  does  not  a  com- 
pany make.  Kaiser  Steel  faces  a  year 
of  uncertainties.  Will  the  Japanese 
agree  to  a  high  enough  price  soon 
enough  to  make  Kaiser  Resources  at 
least  break  even?  Will  the  sluggish 
California  economy  improve  enough 
to  boost  sagging  steel  sales?  Ironical- 
ly, Kaisers'  best  hope  for  a  profit  im- 
provement this  year  is  a  steel  strike. 
That's  because  Kaiser's  labor  contract 
doesn't  expire  until  60  days  after  the 
national  steel  settlement  is  reached. 
So  if  the  rest  of  the  industry  is  struck, 
Kaiser  would  be  the  only  big  West 
Coast  steelmaker  operating. 

Even  so,  that  would  be  only  tem- 
porary. Once  the  market  is  back  to 
normal.  Kaiser's  twin  problems— Japa- 
nese competition  and  its  costly  coal 
mine— would  again  be  all  too  appar- 
ent. Solutions  to  those  could  be  a 
long,  expensive  way  off.  ■ 


-As  Goes  Steel. 


Of  the  140-odd  companies  that 
Kaiser  Industries  controls  or  partly 
owns,  not  one  has  a  greater  impact 
on  its  earnings  than  58%-owned, 
$393-million-sales  Kaiser  Steel.  Not 
$900-million-sales  Kaiser  Alumi- 
num &  Chemical  (39%-owned), 
not  $120-million-sales  Kaiser  Ce- 
ment &  Gypsum  (38%-owned),  not 
even  $l.l-bilIion-sales  American 
Motors,  which  has  been  22%-owned 
by  Kaiser  Industries  since  late  1969, 
when  AMC  traded  stock  in  ex- 
change for  Kaiser's  Jeep  Corp. 

Steel's  importance  rises  from  pres- 
ent accounting  i-ules.  Kaiser  can 
include  only  dividends  from  less- 
than-50%-owned  companies  in  its 
consolidated  income  statement. 
Dividends  are  usually  more  stable 
than  earnings,  .so  if  a  minority- 
owned  company  has  an  especially 
good  year— or  a  poor  one— the  full 
impact  doesn't  show  up  on  Kaiser 
Industries'  books.  For  example,  in 
record  year  1967  Kaiser  Steel  ac- 
counted for  60%-$23  million-of 
Kaiser  Industries'  $39  million  from 
operations.  Kaiser  Aluminum  and 
Kaiser  Cement  combined  brought 


in  only  about  $8  million  in  divi- 
dends to  the  parent  company. 

In  a  bad  year  like  1970,  Alumi- 
num and  Cement  contributed  their 
usual  $8  million  in  dividends,  but 
again  Kaiser  Steel  called  the  tune. 
Steel's  contribution  plunged  to  $3.8 
million  (before  a  nonrecurring 
gain),  dragging  Kaiser  Industries' 
operating  net  down  to  only  an 
estimated  $13  million. 

Under  a  proposed  Accounting 
Principles  Board  rule  change,  Kai- 
ser and  other  companies  would  be 
required  to  include  a  proportionate 
share  of  earnings  in  those  subsidi- 
aries in  which  tlie>'  have  at  least 
20%  ownership.  Had  this  been  in 
effect  in  1970,  Aluminum  and  Ce- 
ment would  have  added  about  $20 
million  to  Kaiser  Industries'  income, 
not  just  $8  million,  and  Steel's  rela- 
tive impact  would  have  been  great- 
ly reduced.  Sound  good?  There's  a 
catch.  Kaiser  would  also  have  had 
to  deduct  from  its  earnings  $7.7 
million— Kaiser's  share  of  American 
Motors'  $56-million  deficit.  For 
now,  though,  as  goes  Kaiser  Steel, 
so  goes  Kaiser. 


68 


FORBES,    MARCH    15,    1971 


i 


HOW  TO  START  WRITING 
A  CANADIAN  SUCCESS  STORY 


DOING  BUSINESS  IN  CANADA 


Get  a  copy  of  our  non-fiction  classic  called 
'Doing  Business  in  Canada." 

Here  are  more  than  50  pages  of  fact  and  infor- 
mation that  give  you  the  best  basic  background 
available  on  setting  up  and  conducting  a  success- 
ful business  in  Canada. 

You'll  find  sections  on  incorporation  fees . . . 
Canadian  taxes,  labor  legislation. ..financial  serv- 
ices and  even  helpful  information  for  executives 
moving  North. 

You  can't  buy  this  book,  so  it's  not  on  any  best 


seller  list.  But  it  should  help  you  put  your  prod- 
uct or  service  a  lot  closer  to  the  top.  In  Canada. 
If  you'd  like  a  copy,  we  have  one  reserved.  Use 
your  company  letterhead.  Attention  Dept.  F. 
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CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Over  1450  Branches  and  Over  $11  Billion  in  Assets 
Head  Office:  Toronto  1,  Canada 
New  York  Office:  22  William  St.,  N.Y.  10005 
(212)  DIgby  4-3801 


Faces  Behind  the  Figures 


for  Whom  the  Bell  Tolls 

Gerard  C.  Games,  52,  director  of 
special  projects  for  the  New  York 
consulting  engineering  firm  of 
Ford,  Bacon  &  Davis,  is  one  electric 
power  expert  who  refuses  to  mini- 
mize the  power  shortages  that  have 
beset  much  of  the  Northeast  this 
winter.  "Unless  something  happens 
to  eas?  this  logjam,"  Cambs  says, 
"we're  going  to  have  some  very  se- 
rious electric  generating  problems 
—the  sort  we  see  here  at  Con  Edi- 
son—wh°re  you're  short  of  capac- 
ity, so  that  you  can't  maintain  the 
capacity  that's  operating,  you  can't 
shut  it  down  on  a  preventive  main- 
tenance schedule,  and  so  you  just 
keep  running  until  it  finally  breaks 
down." 

Gambs  is  an  Ohio  State  mining 
engineer  who  has  worked  over  the 
years  with  the  Atomic  Energy  Com- 
mission, Consolidation  Coal  and 
Gibbs  &  Hill.  The  prime  cause  of 
the  present  power  shortage,  he 
says,  is  the  two-year  slippage  in  the 
building  of  nuclear  power  capacity 
—partly  because  of  construction  de- 
lays, partly  because  of  regulatory 
problems.  The  slippage  is  already 
so  severe,  Gambs  says,  that  it  may 
even  now  be  too  late  to  catch  up, 
and  the  U.S.  may  now  be  moving 
into  a  prolonged  period  of  power 
shortages. 

"Look  at  South  America,"  Gambs 
says.  "Down  there  they've  always 
been  plugging  in  things  faster  than 
anybody  could  build  the  generators 
to  power  them.  The  clocks  run  at 
half  speed  if  they  run  at  all— the 
lights    are    always    in    a   brownout 


Gambs  of  Ford,  Bacon  &  Davis 


condition,  and  off  half  the  time. 
Exactly  what  we've  been  through 
here  but  on  a  very  much  larger 
scale.  And  what  we've  had  here 
may  be  just  a  taste  of  the  kind  of 
thing  we'll  have  in  the  future. 

"You've  got  200  million  people 
plugging  in  things.  How  are  you 
going  to  stop  them?" 

What  really  scares  Gambs  is  the 
central  position  power  plays  in  the 
strength  of  the  U.S.  economy.  A 
Baltimore  Chamber  of  Commerce 
study,  he  says,  shows  that  if  Balti- 
more   Gas'    Calvert    Cliffs    nuclear 


plant  is  delayed  as  little  as  two 
years,  it  could  cost  the  area  over 
that  two-year  period  between 
30,000  and  160,000  new  jobs,  de- 
prive the  retail  and  service  indus- 
tries of  between  $233  million  and 
$1.2  billion  in  new  business. 

Gambs  has  a  message  for  busi- 
nessmen: Don't  sit  there  and  gripe; 
get  out  and  give  the  utilities  all 
the  help  you  can;  their  misfortune 
is  going  to  be  your  catastrophe. 
"The  power  companies,"  he  says, 
"can  do  without  industry,  but  in- 
dustry cannot  do  without  power."  ■ 


Spanish  Stepping-Stone 

People  may  be  out  of  work,  but 
they  still  eat  bread.  Ask  Bill  O. 
Mead,  51,  chairman  of  Dallas-based 
Camnbell  Taggart,  the  U.S.'  most 
profitable  big  bread  baker.  Mead 
just  announced  record  results  for 
1970:  $4.22  earnings  per  share,  up 
22%,  on  $330  million  sales,  up  12%. 
Return  on  equity  was  13.4%,  as 
against  3.5%  to  4. .5%  for  such  big 
competitors  as  American  Bakeries 
and  Ward  Foods. 

How  can  Mead  do  so  well  in  the 
mundane  bread  business?  First,  he 
concentrates  on  high-volume  items 
like  white  bread  and  hamburger 
buns  to  get  economies  of  scale. 
Second,  he  lets  CT's  68  subsidiary 


bakeries  pretty  much  run  their  own 
shows.  "You  see,"  he  explains,  "even 
Kansas  City  and  St.  Joe,  Mo.,  only 
30  miles  apart,  have  no  re'ation- 
ship.  Kansas  City  prefers  a  1/2- 
pound  square  sandwich  loaf,  St. 
Joe  a  20-ounce  round-top  loaf." 

Unfortunately,  Camol)?ll  Tag- 
gart was  built  on  acquisitions,  27 
of  them  since  its  founding  in  1927. 
In  1967  the  Federal  Trade  Commis- 
sion forced  CT  to  sell  four  bakeries 
and  to  agree  to  acquire  no  more  for 
ten  years  without  its  approval. 
Mead's  solution:  branch  out  over- 
seas. Last  month  he  acquired  a  50% 
interest  in  Bimbo,  S.A.,  Spain's 
largest  bread  baker.  "If  things  work 
out  in  Spain,"  says  Mead,  "we  don't 
plan  on  stopping  there."  ■ 


Mead  of  Campbell  Taggart 
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At  Merrill  Lynch 

we  think  their  biggest  breakthrough 

could  be  in  earnings  per  share. 


Where  are 
the  high  -  riding 
chemical  compa- 
nies of  yesteryear? 

With  their  plump 
dividends?  And  their  stocks  sell 
ing  at  25  and  35  times  earnings? 

About  to  make  an  impressive  comeback, 
if  our  analysts  have  been  reading  the 
signs  correctly. 

The  chemical  industry  fell  victim 
to  its  own  success  in  the  mid-1960's. 
Too  many  new  companies  scrambled 
to  crash  the  party.  There  was  excessive 
capacity- then  price  cutting,  sagging  prof 
its,  and  investor  disenchantment. 

But  our  analysts  kept  on  tracking  some 
80  companies  in  the  group,  and  eventually 
isolated  two  trends  which,  they  think,  are 
significant. 

First,  a  growing  portion  of  chemical  out- 
put has  been  flowing  into  industries  that 
thrive  on  consumer  spending.  Autos,  for  ex- 
ample. And  housing.  So  the  expected  upturn 
in  the  U.  S.  economy  should  spur  demand  for 
chemicals. 


And  second, 
although  indus- 
try outlays  for 
expansion  have 
held  at  about  $2.8 
billion  annually, 
the  amount  actu- 
y       ally  used  to  build 
new  capacity  has  been 
declining.  Because  of  infla- 
tionary costs  and  the  expense 
of  pollution- control  facilities. 
This  shift  in  the  balance  between 
supply  and  demand,  our  analysts  point 
out,  should  mean  firmer  prices,  wider  profit 
margins.  They  look  for  earnings  jumps  of  as 
much  as  15  percent  this  year. 

Check  with  your  Merrill  Lynch  Account 
Executive.  He'll  give  you  specifics  on  the 
chemical  stocks  we  believe  should  benefit 
most. 

If  we're  right,  it  won't  mean  we  spot  all 
the  trends.  Nobody  does.  But  we  do  have 
twice  as  many  analysts  looking  for  them  as 
any  other  broker. 

We  figure  that  puts  the  odds  in  our  favor. 


Merrill  Lynch:We  look  for  the  trends. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  For  nearest  office  call  toll-free  800-243-6000,  In  Connecticut  call  800-942-0655. 


Faces  Behind  the  Figures 


Rodman  of  Grand  Union 


From  Boutiques  /o  Basics 

President  Charles  G.  Rodman  of 
Grand  Union  Co.,  the  U.S.'  tenth- 
largest  supermarket  chain  ($1.2- 
billion  sales),  must  often  wish  his 
company  didn't  have  a  history.  For 
then  perhaps  Grand  Union's  boners 
of  the  early  Sixties  would  fade  from 
public  memory,  and  the  company's 
progress  since  he  became  president 
in  1966  would  loom  larger. 

Plenty  was  wrong  with  Grand 
Union  a  decade  ago.  Its  Grand 
Way  discount  operation  was  deep 
in  the  red,  while  its  Food-O-Mat 
venture,  designed  to  dispense  gro- 
ceries almost  automatically,  had  to 
be  scrapped.  Worse  yet,  its  pre- 
occupation with  these  two  flops  led 
it  to  neglect  its  basic  business.  Re- 
sult in  1962:  its  first  sales  decline 
in  over  two  decades,  while  earn- 
ings fell  30%  to  80  cents  a  share. 

The  rebuilding  was  done  mainly 
by  Rodman,  a  49-year-old  grad- 
uate of  Wharton  School  and  Har- 
vard Law.  "In  the  early  Sixties  our 
supemiarkets  were  boutiques,  ran- 
domly laid  out  departments,"  says 
Rodman.  "Since  then  we've  enlarged 
and  straightened  them  out,  made 


them  cleaner  and  brighter  and 
made  products  more  accessible." 
Like  every  supermarket  chief,  he 
ha^  added  higher-margin  items 
such  as  seafood,  convenience  foods 
and  health  and  beauty  aids. 

"Grand  Way,  too,  was  a  bou- 
tique,"  he  says,  "with  multiple 
pay  points  and  high-priced  items. 
Since  1966  we've  converted  them 
to  self-service  discount  stores  and 
eliminated  the  high-priced  items." 

Not  brilliant,  but  effective.  Grand 
Way  finally  showed  a  profit  in 
1969.  The  company  overall  should 
report  earnings  of  close  to  $2.40  a 
share  on  sales  of  over  $1.2  billion 
when  the  final  figures  are  in  for  fis- 
cal 1971  (through  February).  Its 
margin  of  1.3  cents  per  sales  dollar 
is  one  of  the  industry's  highest. 

Now  Rodman  is  stepping  up 
new  supermarket  construction  to 
maintain  a  10%  yearly  sales  growth. 
It  looks  like  a  rugged  objective, 
given  Grand  Union's  current  size 
and  its  concentration  on  the  fierce- 
ly competitive  East  Coast.  But 
then,  half  a  dozen  years  ago  who 
would  have  thought  such  simple, 
basic  steps  could  have  put  ailing 
Grand  Union  where  it  is  today?  ■ 


New  Leaf 

Anyone  paying  attention  to  the  re- 
cent financial  news  will  have  no- 
ticed an  unusual  number  of  cor- 
porate chief  executives  leaving  of- 
fice before  normal  retirement  age. 
Some  of  the  exits  have  been  volun- 
tary; many  have  not. 

Bruised  egos  aside,  there  is  a  lot 
of  good  in  this,  says  Charles  L. 
Davis,  the  51-year-old  former  Hon- 
eywell executive  vice  president  who 
took  over  as  president  at  Addresso- 
graph  Multigraph  Corp.  last  month. 
In  the  late  Sixties  it  was  fairly  easy 
for  a  company  president  to  look 
good.  Technology  spurted.  The 
economy,  until  late  1969,  was 
strong,  and  companies  could  expand 
almost  effortlessly.  Then  came  the 
recession  in  1970.  "It  brought  out 
clearly  the  depth  of  weakness  in 
some  companies,"  says  Davis.  "The 
management  changes  that  you  see 
now  are  coming  in  companies  that 
had  difficulty  in  dealing  with  a 
changed  business  climate." 

That  seems  to  be  the  case  at  AM. 
In  15  years  under  the  one-man  rule 
of  J.  Basil  Ward,  AM  was  a  gen- 
uine growth  company.  Sales  rose 


Davis  ot  Addressograph 


from  $70  million  to  $370  million. 
Profits  doubled  in  the  early  Sixties. 
Under  Ward's  successor,  William 
H.  Wilson,  profits  hit  a  near  peak 
of  $26.6  million  in  1969. 

But  Ward  didn't  step  down  until 
he  was  74,  and  Wilson  took  over  at 
64.  Apparently  Ward  had  neglect- 
ed to  build  a  strong  management 
structure  to  succeed  him.  Earnings 
fell  40%  last  year,  are  down  still 
more  so  far  this  year.  AM's  board 
had  to  go  outside  for  a  new  top 
man.  Davis  hints  at  the  problem: 
"AM  has  had  some  real  problems 
in  developing  people  and  good  op- 
erational control  over  the  business." 

Now  Davis,  a  planner  and  or- 
ganizer, will  take  over  from  the 
sales-minded  Ward-Wilson  genera- 
tion. He  is  an  ex-Air  Force  colonel 
who  went  to  work  for  Honeywell  in 
1955,  headed  its  aerospace  and  de- 
fense group  for  six  years,  then 
moved  over  to  its  computer  group 
and  played  a  key  role  in  the  ac- 
quisition last  year  of  General  Elec- 
tric's  computer  business  which  lift- 
ed Honeywell  to  second  place  in 
the  industry.  The  week  his  new 
job  was  announced  AM's  stock 
jumped  from  25  to  31.  ■ 


72 


FORBES,   MARCH    15,    1971 


rr 


CNA  UPTIME  STORY  No.  11 


NO  M  ATTERWHAT 
HAPPENS  IN  BUSINESS  TODA/.. 

THEV  STILL  ^mNT 
TO  OPEN  THIS  MORNING. 


And  they  need  insurance  to  doit. 

They  can't  open  their  doors  without  it. 

That's  why  CNA  Financial  is  in  the 
business  of  offering  them  the  insurance  they  need. 
More  people  go  into  business  every  day. 
Or  move  the  business  they  started  years  ago. 

So  we  encourage  our  subsidiary,  CNA/ insurance, 
to  continue  developing  new  and  better  business  coverage. 

And  insurance  is  just  one  of  the  essential  businesses  we're  in. 
At  CNA  Financial,  we  don't  wait  for  better  times. 
We  do  all  we  can  to  insure  them. 


C/\/A  FINRNCIRL  CORPORRTION 


CNA  CENTER,  CHICAGO,  ILL. 


:na/insurance  continental  assurance   CNA  investor  services   CNA  realty   tsai  management  &  research    general  finance   KANE  financial  larwin  group  CNA  nuclear  leas 


Faces  Behind  the  Figures 


Beginning  of  the  End? 

Does  the  recent  weakness  in  cor- 
poiale  bond  yields  signal  the  end 
of  tlie  hull  market  in  atl  bonds  that 
began  about  one  year  ago?  Not  the 
cud,  says  Robert  S.  Damerjian,  but 
perhaps  the  beginning  of  the  end. 
Damerjian  is  a  man  finely  timed  to 
the  bond  market.  He  is  vice  presi- 
dent, treasurer  and  bank  portfolio 
manager  of  J.  Henry  Schroder 
iianking  Corp.  and  Schroder  Trust 
C;o.,  the  New  York  half  of 
London's  internationally  well-con- 
nected Schroders  Ltd. 

Damerjian  thinks  that  there 
could  well  be  one  further  modest 
cut  in  the  prime  rate  from  the  cur- 
rent 5%%,  but  that  this  will  be  the 
bottom.  After  that,  interest  rates 
will  start  rising  again.  Slowly  but 
indubitably.  "Once  the  prime  rate 
moves  up,"  says  Damerjian,  "it  will 
move  up  twice.  By  then  it  may  be 
too  late  to  realize  the  profits  on 
long-term  bonds.  You  might  get 
caught  in  the  rush." 

His  advice,  then,  to  bond  port- 
folio managers  is:  Sell  long  and  in- 
vest short.  "You  have  to  convince 
your  committees  that  it  makes  sense 
to  sell  longish-term  bonds  yielding 
7%  in  order  to  buy  short-term  bonds 


Damerjian  of  Schroder 


that  will  have  a  yield  of  only  4/2%." 
Calling  the  bond  market  has 
proven  to  be  the  riskiest  of  callings 
in  recent  years,  but  Damerjian's  rec- 
ord is  excellent.  In  1967,  just  a 
couple  of  weeks  before  Schroder 
could  take  long-term  capital  gains 
on  a  huge  wad  of  bonds,  Damerjian 
persuaded  his  own  committee  to 
sell— and  pay  the  tax  at  short-term 
rates.  "It  was  the  fastest-talking  job 


I  ever  did,"  he  says,  "and  as  it  hap- 
pened, I  got  lucky  and  was  right. 
The  business  turnaround  came  in 
very,  last,  and  had  we  held  on, 
there  would  have  been  no  long- 
term  profits  to  pay  taxes  on." 

■Philadelphia-born  Damerjian,  a 
Temple  University  atid  Wharton 
School  graduate  (MBA),  went 
through  a  two-year  apprenticeship 
with  the  Federal  Reserve  Bank  of 
Philadelphia.  Before  joining  Schro- 
der in  1962  he  was  with  Philadel- 
phia's Fidelity  Bank.  Wall  Streeters 
know  him  as  "Stonewall"  in  the 
American  Banker. 

Even  in  the  great  rally  that  took 
long-term  corporate  yields  down  to 
17c  from  over  9%,  not  all  bondsmen 
made  big  money,  Damerjian  points 
out.  "If  one  bank  at  the  year's  end 
had  a  lot  of  high-paying  short-term 
maturities  on  its  books,  it  may  not 
have  the  enormous  paper  profits  of 
a  bank  with,  say,  a  lower  yield  but 
plenty  of  longer-term,  maybe  five- 
year,  bonds  in  hand." 

What's  Damerjian  doing  in  this 
situation?  His  jovial  face  suddenly 
becomes  impassive:  "I'm  thinking 
very  carefully,"  he  says.  From 
where  he  operates,  the  bond  mar- 
ket is,  if  anything,  trickier  than  the 
stock  market.   ■ 


Coal- Fired  Profits 

Like  other  electric  utilities,  Pa- 
cific Power  &  Light  has  encoun- 
tered rising  fuel  costs  and  difficul- 
ties in  obtaining  rate  increases.  As 
a  result,  earnings  have  been  on  a 
plateau  for  several  years,  and  rose 
5%  in  1970  to  $1.67  per  share  (on 
$159  million  in  revenues)  only  be- 
cause of  rate  hikes.  But  PP&L's 
President  Don  C.  Frisbee,  47,  has 
come  up  with  another  way  to  get 
his  company  out  of  the  fiscal  dol- 
drums: coal.  PP&L  is  just  beginning 
to  mine  and  sell  low-sulphur  coal 
from  its  vast  1.6-billion-ton  reserves 
in  Montana  and  Wyoming,  and  by 
the  mid-1970s  could  be  one  of  the 
world's  largest  coal  producers. 

PP&L  got  into  coal  in  1955  and 
kept  uncovering  reserves  far  be- 
yond its  own  needs.  "The  extra  coal 
was  a  good  long-term  bet,"  says 
Frisl)ee,  who  became  president  in 
1966.  Now  the  bet  is  on  the  verge  of 
paying  off,  with  midwestern  power 
companies  coming  under  increas- 
ing pressure  to  leduce  sulphur  pol- 
lution. "These  companies  have  no 


choice  but  to  look  for  other  sources 
of  coal  than  their  present  ones," 
says  Frisbee.  "So  we  are  starting 
deliveries  just  as  soon  as  we  can 
get  into  production." 

Already  Frisbee  has  one  huge 
customer,  Chicago's  Commonwealth 
Edison.  It  has  contracted  to  buy  22 


Frisbee  of  Pacific  Power  &  Light 
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million  tons  over  six  years  from 
PP&L  and  its  50%  partner,  the 
Omaha-based  construction  firm  of 
Peter  Kiewit  Sons,  Inc.,  which  is 
managing  the  coal  venture.  Frisbee 
won't  say  what  the  deal  is  worth, 
but  one  industry  source  estimates 
that  after  1972  PP&L  could  net 
some  $5  million  a  year  from  the 
Edison  contract  and  other  coal  proj- 
ects on  the  drawing  boards. 

Of  course,  Frisbee  will  have  to 
work  out  some  problems.  Special 
equipment  must  be  installed  at  the 
mines,  and  that  can  sometimes 
prove  troublesome  (see  story,  p. 
67).  More  important  are  some  deli- 
cate upcoming  labor  negotiations. 
PP&L's  joint  venture  mine  workers 
have  not  \'et  chosen  a  union.  If 
the  United  Mine  Workers  succeeds 
in  an  eflort  to  gain  representation, 
PP&L's  coal  profits  could  be  hurt 
b\'  mandatory  contributions  to  the 
UMW's  pension  fund  of  as  much 
as  20  cents  a  ton.  But  if  Frisbee 
can  cross  these  hurdles,  he  will 
have  pulled  off  as  nifty  a  bit  of 
diversification  as  any  electric  util- 
ity ever  accomplished.   ■ 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  February  19,  1971 


4,000,000  Shares 

Duke  Power  Company 

Common  Stock 

(without  par  value) 


Price  $26.25  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from. 
only  such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


The  First  Boston  Corporation  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Blyth  &  Co.,  Inc.   Drexel  Firestone   duPont  Glore  Forgan    Eastman  Dillon,  Union  Securities  &  Co. 

Inrorpuratrd  liHorpunited 

(loldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Inrorporated  *  Incorporiited 

Paine,  Webber,  Jackson  &  Curtis  Salomon  Brothers  Smith,  Barney  &  Co. 

Inrorporated  Incorporated 

Stone  &  Webster  Securities  Corporation   Wertheim  &  Co.   White,  Weld  &  Co.    Dean  Witter  &  Co. 

Incorporated 

American  LBS  Corporation  Bache  &  Co.  R.  S.  Dickson,  Powell,  Kistler  &  Crawford 

Incorporated 

Reynolds  &  Co.  Shearson,  Hammill  &  Co.  SoGen  International  Corporation 

Incorporated 

Bear,  Stearns  &  Co.         A.  G.  Becker  &  Co.         Alex.  Brown  &  Sons  Burnham  and  Company 

Incorporated 

CBWL-Hayden,  Stone  Inc.  Clark,  Dodge  &  Co.  Dominick  &  Dominick, 

Incorporated  Incorporated 

Equitable  Securities,  Morton  &  Co.  Hallgarten  &  Co.  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

W.  E.  Hutton  &  Co.  Interstate  Securities  Corporation  Ladenburg  Thalmann  &  Co. 

F.  S.  Moseley  &  Co.        R.  W.  Pressprich  &  Co.        L.  F.  Rothschild  &  Co.        Shields  &  Company 

Incorporated  Incorporated 


F.  S.  Smithers  &  Co.,  Inc.  Spencer  Trask  &  Co.  Tucker,  Anthony  &  R.  L.  Day 

Incorporated 

G.  H.Walker  &  Co.  Walston  &  Co.,  Inc.  Wood,  Struthers  &  Winthrop  Inc. 


Incorporated 


10  Key  Rules  For  Successful  Investing  In 

WARRANTS 

For  the  investor  and  the  seasoned  trader, 

here  is  an  up-to-date  "how  to"  guide  . . .  plus 

specific  new  ratings  of  all  listed  warrants 


Although  warrants  are  among  the  most  volatile  of  all  secu- 
rities, they  can  offer  excellent  profit  opportunities  to  serious 
investors  as  well  as  speculative  traders  ...  in  both  rising  and 
falling  markets.  Under  the  RIGHT  circumstances,  because  of 
their  high  leverage  a  few  hundred  dollars  invested  in  a  war- 
rant may  do  the  work  of  a  thousand  dollars  or  more  in  a 
common  stock. 

So  it  is  little  wonder  that  warrants  are  commanding  such 
wide  interest  among  sophisticated  investors.  But  some  may 
tend  to  forget  that,  along  with  their  sometimes  great  upside 
leverage,  many  warrants  possess  very  substantial  downside 
leverage.  Leverage  can  work  both  ways. 

However,  by  adopting  what  we  consider  the  10  key  rules  for 
successful  warrant  trading,  we  believe  investors  can  tap  profit 
potentials  that  greatly  outweigh  the  risks.  Moreover,  the 
knowledgeable  use  of  warrants  can  give  you  equally  good 
opportunities  for  capital  gains  during  a  market  decline. 

WHAT   WARRANTS    ARE 

A  warrant  is  simply  an  option— issued  by  a  company  itself— 
usually  to  purchase  one  share  of  the  company's  common 
stock  at  a  specified  "exercise"  price  within  a  specified  time 
span.  It  is  really  just  a  "back-door"  investment  in  a  company 
which  typically  greatly  amplifies  the  price  swings  of  the 
common  stock. 

The  price  of  a  warrant  relates  importantly  to  three  factors: 
(a)  the  strength  of  the  common  stock;  if  the  stock  lacks  the 
potential  for  significant  action,  the  chances  are  the  warrant 
will  just  lie  there  to  .  .  .  (b)  the  time  until  expiration;  as  a 
rule,  the  longer  a  warrant  has  to  run  the  more  valuable  it  is 
...  (c)  the  terms  of  the  warrant:  whether  it  is  arbitrarily 
callable  by  the  company,  whether  or  not  it  is  protected  against 
dilution,  etc. 

FIGURING    LEVERAGE 

Leverage  is  the  first  thing  "smart  money"  looks  for  in  a  war- 
rant. Many  veteran  warrant  traders  figure  the  upside  leverage 
factor  to  estimate  how  much  faster  a  warrant  would  rise  than 
its  stock. 

To  illustrate,  let's  say  a  stock  is  selling  at  40  and  there  is  a 
warrant  selling  at  10.  If  the  stock  rises,  say  25%  to  50— and 
the  warrant  goes  to  15,  there  would  be  a  50%  gain.  The  up- 
side leverage  factor  in  this  case  would  be  2. 
To  secure  such  an  upside  leverage  factor,  the  investor  must 
be  ready  to  accept  the  accompanying  downside  risk.  But  un- 
like buying  stocks  on  margin,  warrants  can  sometimes  pro- 
vide far  greater  upside  than  downside  leverage.  We  call  the 
relationship  between  a  warrant's  upside  leverage  factor  and 
downside  leverage  factor  its  Leverage  Index— and  we  con- 
sider this  one  of  the  most  important  single  pieces  of  data 
you  need  on  any  warrant.  (The  bonus  study  offered  below 
gives  you  HOLT's  Leverage  Index  for  every  listed  warrant.) 

THE    10    KEY    RULES 

In  a  comprehensive— and  non-technical  Special  Study  on  W'ar- 
rants,  THE  HOLT  INVESTMENT  ADVISORY  carefully  ex- 
plains the  potential  vs.  risk  in  these  unusual  and  often-mis- 
understood securities  and  plainly  sets  forth  the  10  key  rules 
we  consider  essential  to  successful  warrant  investing.  Partial 
contents: 
•   How  to  calculate  the  intrinsic  value  of  a  warrant. 


•  How  to  figure  the  percentage  premium  of  a  warrant  rela- 
tive to  the  common  stock  price.  This  shows  the  intangible 
—or  "non-intrinsic"- value  of  a  warrant. 

•  Why  warrants  should  usually  be  bought  only  to  realize 
capital  gains  and  not  to  exercise. 

•  What  you  should  know  about  a  stock's  momentum  before 
you  buy  the  warrant. 

•  Exactly  how  a  warrant's  upside  leverage  factor,  downside 
leverage  factor  and  Leverage  Index  are  arrived  at. 

•  Why  a  warrant  with  no  intrinsic  value  is  usually  prefer- 
able to  one  that  has  intrinsic  value. 

•  Why  you  should  steer  clear  generally  of  warrants  with  less 
than  two  years  before  expiration. 

•  How  the  option  to  use  certain  bonds,  instead  of  cash,  can 
enhance  the  exercise  value  of  a  warrant. 

•  What  to  do  about  callable  warrants  (which  can  be  re- 
deemed by  the  issuing  company  before  expiration). 

•  What  to  do  about  warrants  with  significant  step-up  pro- 
visions in  the  exercise  price. 

•  How  to  sidestep  dilution  of  your  investment  in  warrants. 

•  How  to  hedge  warrants  for  bear  market  profits— including 
the  full  method  to  short  a  stock  against  its  warrant  with- 
out putting  up  any  cash  to  support  your  short  sale. 

SPECIFIC    RATINGS    OF 
ALL    LISTED   WARRANTS 

In  addition  to  all  the  basic  "how  to"  information  and  guid- 
ance outlined  above— HOLT's  revealing  Special  Warrant 
Study  also  gives  you  specific  ratings  of  all  listed  warrants 
.  .  .  including  among  them: 


Ling-Temco-Vought 

AT&T 

National  General 

Rapid  American 

Republic  Mortgage 


Gulf  &  Western 
Leasco  Data 
Avco  Corp 
McCrory 
Loew's  Theatre 


For  each  listed  warrant,  the  specific  ratings  give  you  (a)  the 
number  of  warrants  outstanding,  (b)  number  of  common 
shares  per  warrant,  (c)  exercise  price  per  share,  (d)  when 
the  warrant  expires  or  term  changes,  (e)  the  specific  bonds 
that  may  be  used  for  exercise  purposes  instead  of  cash,  (f) 
recent  price  of  warrant  and  common  stock,  (g)  the  premium 
of  the  warrant  relative  to  the  common,  (h)  upside  leverage 
factor,  (i)  downside  leverage  factor,  and   (j)  Leverage  Index. 

2    NOW    RECOMMENDED 

Whether  you  are  a  complete  novice  in  the  field  of  warrants 
or  a  veteran,  we  believe  this  comprehensive  study  can  key 
you  into  opportunities  and  give  you  the  data  you  need  to  go 
after  very  sizable  rewards  that  other  investors  may  miss.  And 
it  tells  you  in  clear  detail  how  to  use  warrants  for  both  bull 
market  and  bear  market  profit  potential.  Specifically,  the 
study  cites  warrant  hedges  which  HOLT  now  recommends 
for  speculative  gain  potentials. 

You  can  receive  this  Special  Study  on  Warrants— as,  a  BONUS 
—with  vour  introductory  six-week  Guest  Subscription  to  the 
HOLT  INVESTMENT  ADVISORY  .  .  .  the  truly  professional 
service  for  the  private  investor.  To  accept  this  special  (over 
50%  off)  introductory  offer- which  is  limited  to  new  Guest 
Subscribers  on/y— please  use  the  coupon  l»elo« . 


THE  1I11IL5FSN VESTMENT  ADVISORY 

Published  by  T.J.  Holi  &  Company, Inc. 

305  Madison  Avenue,  New  York,  N.Y.  10017 

Please  send  me  complete  Special  Studv  on  If  arranis  —  a»  a  BONUS- 
INVESTMENT  ADVISORY.  My  $5  remittance  is  enclosed. 


with  my  six-week  Guest  Subscription  to  THE  HOLT 


Vddress- 
City- 


(This  subscription  not  assignable  without  your  consent.) 


State 


Zip- 


F-370 


The  Forbes  Index 


preliminary    x_ 


30     ^'ra(ror£co?rom(eT»ecess7o7>as'3iBfioetf 
^m      Oy  national  Bureau  of  Economic  Researct) 


Composed  ot  the  following 
Production 

•  How  much  are  we  producing'  (Federal  Re- 
serve Board  Index  of  Industrial  Production  i 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept  ot  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories  I 

•  How  intensively  are  we  building'  tOept    ot 


Commerce  privately  owned  housing  starts) 
Cortsumptiort 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services'  (Dept.  of  Commerce 


DEC 134.5 

JAN 132.4 

FEB 130.9 

MAR 129.0 

APR 127.8 

MAY     126.1 

JUNE     125.8 

JULY  127.2 

AUG 126.4 

SEPT 125.4 

OCT 122.0 

NOV 119.5 

DEC 119.5 

JAN.  (prel.)    .121.5 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  lU.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


v 


MARKET  COMMENT 

By  L  0.  Hooper 


Emphasize  Quality 


Now  that  it  is  crystal  clear  that  the 
economy  is  being  treated  with  heavy- 
handed  doses  of  fresh  inflation,  in 
theory,  at  least,  almost  any  invest- 
ment is  better  than  cash.  The  buying 
power  of  cash,  as  time  goes  on,  is  al- 
most certain  to  deteriorate,  just  as  it 
has  deteriorated  ever  since  the  begin- 
ning of  World  War  II. 

The  alternatives  to  cash  are  many: 
l)onds,  stocks,  land,  real  estate,  jewel- 
ry, gems,  works  of  art  and  "things" 
generally.  Bonds  are  doubtful,  except 
when  yields  are  pathologically  high 
(as  they  were  at  tiines  last  year), 
because  the  buying  power  of  the  cash 
they  promise  at  maturity  will  be  less 
than  the  buving  power  of  the  cash 
\ou  lend.  Land  and  real  estate  can  be 
expensive  to  carry  because  of  taxes, 
and  they  lequire  a  knowledge  of  com- 
plicated values;  but  they  can  be  just 
as  desirable  as  stocks  and  gems.  Jew- 
elry, gems  and  works  of  art  have  often 
been  ideal  in  inflationary  economies, 
but  the  selection  requires  expert 
knowledge  that  few  have,  and  owner- 
ship provides  no  current  income.  All 
this  brings  us  back  to  stocks  and  a 
sneaking    suspicion    that    perhaps    we 

Mr.  tfooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.   E.  Hutton  &  Co. 


should  not  deny  ourselves  loo  many 
of  the  "things"  we  would  like  to  own 
and  enjoy.  It  is  difficult,  if  not  impos- 
sible, however,  for  those  of  us  who 
have  always  been  savers  to  become 
profligate  spenders. 

■So  far  as  I'm  concerned,  I  do  not 
know  enough  about  land,  real  estate, 
jewelry,  gems  and  works  of  art  to  ad- 
vise anyone,  and  I  have  all  the 
"things"  I  want  (and  more  than  I 
need).  But  I'm  still  saving  money!  I 
can't  help  it.  It  is  a  habit.  And  I  don't 
think  it  is  a  "bad"  habit. 

I  just  have  to  keep  on  buying 
stocks,  accumulating  them  rather  than 
buying  and  selling  them.  And,  in  my 
case  and  in  the  case  of  most  of  my 
clients,  investments  in  good  stocks 
(not  speculation  in  risky  ones)  have 
more  than  kept  pace  with  inflation. 
But  what  stocks  should  be  bought 
now?  What  ones  should  be  accumu- 
lated  with  the  cash   we  are  saving? 

Unpopular  Bfue  Chips 

Well,  I  think  we  should  be  buying 
quality  blue  chips,  shares  in  seasoned 
companies  when  they  are  unpopular 
( like  the  coppers ) ,  and  we  should  put 
high  emphasis  on  the  assets  represent- 
ed, or  on  the  earning-power  growth 


which  a  talented  management  has 
been  able  to  provide  over  a  decade  or 
so.  These  stocks  inay  not  be  as  excit- 
ing as  those  of  "emerging  growth  com- 
panies," to  use  a  phrase  I  hear  so  of- 
ten, but  you  don't  make  as  many 
mistakes  in  them  so  as  to  dilute  over- 
all performance.  Oh,  I  buy  some  non- 
blue  chips  too;  but  I  don't  concen- 
trate in  them.  Except  under  unusual 
conditions,  like  Federal  National 
Mortgage  recently,  I  don't  consider 
them  bread-and-butter  investments.  I 
doubt  if  I  will  always  own  Fanny  Mae, 
by  the  way. 

A  recently  controversial  blue  chip 
that  interests  me  is  Reynolds  Indus- 
fries  (60),  formerly  R.J.  Reynolds  To- 
bacco. Without  the  new  transporta- 
tion division  (which  is  at  least  75%  of 
the  "controversy"),  this  coinpany  has 
been  able  to  increase  its  per-share 
earnings  and  its  cash  dividend  almost 
every  year  for  the  past  15  years.  In 
1970  net  was  $4. .56  a  share  as  against 
$3.82  in  1969.  Practically  all  of  the  in- 
crease was  provided  by  the  cigarette 
division  and  the  food  and  packaging 
divisions.  These  more  than  offset  low- 
er earnings  from  the  old  McLean  In- 
dustries properties.  Furthermore,  net 
for  the  December  quarter  was  $L27  a 
share  as  against  $1.06  a  share  in  1969 
and  98  cents  in  1968. 

Cigarette  earnings  this  quarter  and 
this  year  almost  inevitably  will  be 
higher,  partly  as  a  result  of  eliminated 
TV  advertising  expenses  and  partly  as 
a  result  of  perhaps  the  best  merchan- 
dising in  the  tobacco  field.  Admitted- 
ly, McLean  and  U.S.  Lines  (which 
Reynolds  has  contracted  to  buy  from 
Kidde  on  a  no-recourse  basis  regard- 
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What 

Action  On 

THESE  70 

LOW  PRICED 

STOCKS 

Many  ot  the  low  priced  stocks  listed  below, 
selling  from  $5,  $10,  $20  to  $40— can  maKe  gams 
on  the  next  rally,  while  others  appear  as  unfavor- 
able buys  at  this  time.  To  receive  first  hand 
specific  action  advice  —  BUY-SELL-HOLD  recom- 
mendations on  these  70  LOW  PRICED  STOCKS  - 
return  the  coupon  below  today. 
Admiral  Corp.       Dana  Corp.  McDonnell  Doug. 

Albertson's  Day  ti/lmes  Metromedia 

Allied  Chemical     Diam.  Shamrock    Nat'l.  Distillers 
Alpha  Portland      Dictaphone  National  Homes 

Amer.  Fin.  Sys.     EMI  N.  Carolina  NG 

AMF,  Inc.  Faberge  Northwest  Air. 

Amer.  Motors        Fea.  Resources     Occid.  Petro. 
Amer.  Photo.         Flying  Tiger         Clin  Corp. 
Amer.  Seating       Franklin  Stores     Outboard  Marine 
Atlas  Corp.  Gen.  Dynamics      Pargas 

Avco  Corp.  Giant  Y.  Mines      Penn  Central 

Baker  Oil  Tools     Grumman  Corp.     Philips  Inds. 
Beech  Aircraft      Howard  Johnson    Phillips  Petro. 
Beii  Elect.  loeai  Basic  Inds.  Redman  Ind. 

Bobbie  Brooks      Janizen  Rohr  Corp. 

Boeing  Co.  Kaiser  Ind.  Sunshine  Mining 

Brunswick  Lear  Siegler  Texas  Gulf  Sul. 

Calif.  Health  C.     Liberty  Loan         Transamenca 
Callahan  Mining    LVO  Corp.  UMC  Inaustries 

Canal-Randolph     Lone  Star  C'mt.     Varian  Asso. 
City  Investing       Lowenstein  (M.)    Venjo 
Coiiee-Mat  Martm-Manetta     Wolverine  W.  W. 

Crown  Cork  Mays  (J.  W.)         Zapata  Worness 

McCrory  Corp. 

$5  VALUE  —  ONLY  $1 

In  addition  to  receiving  cur  recommenjations  on 
these  70  issues,  you'll  aiso  receive  the  Dow 
Theory  Forecasts  tor  the  next  4  weeks.  This  is  a 
$5  vaiue  basej  on  reguiar  subscnpiion  rates,  but 
tor  this  trial  all  we  ask  is  oniy  $1— which  will 
be  promptly   re.unjeJ  if  you  are  not  satistieJ. 

YOU   GET  ALL  THIS 

With  your  trial  subscription,  over  the  next  4 
weeks  you  will  receive  as  part  of  the  service:  (1) 
Stock  Service  Digest— a  consensus  of  what  25 
other  weii-known  Investment  Ajvisers  are  recom 
menjing;  U)  Model  Stock  Portfolios;  (3)  Group 
SiUjies— shows  comparative  price  periormances  ol 
75  injustries  and  over  600  stocks;  (4)  Our  Master 
List  of  Recommended  Stocks;  (5)  Our  Recommenja- 
tions for  Growth  as  well  as  Income;  (6)  Buy-Sell- 
Hold  Recommenjations  on  700  Stocks  and  other 
Investment  aids. 

*      *     2  ADDITIONAL  LISTS     ■'      * 
3   Stocks  To  Split   By   May    I 
Advice   On   22  Volatile    Issues 

Finally,  if  you  take  advantage  of  this  offer,  we 
will  send  you  2  lists  which  have  been  previously 
supplied  to  our  regular  subscribers  as  part  of  the 
weekly  Forecasts:  (1)  Our  list  of  3  companies  that 
have  publicly  announced  that  they  plan  stock 
splits,  subject  to  shareholder  approval  if  neces- 
sary, by  exchanging  more  than  one  share  of  the 
new  stock  for  one  of  the  old  before  May  1,  1971, 
and  (2)  buy-sell-hold  advice  on  "22  Volatile  Issues" 
such  as  Burroughs,  XTRA,  Occidental  Petroleum, 
Disney,  IBM,  Avon,  Xerox,  NCR,  etc.  Fill  out  and 
return  ihe  coupon  today.  I+o  salesman  will  call. 
(New  subscribers   only.) 

MAIL  COUPON   TODAY    

DOW  THEORY  FORECASTS,  INC.,  Oept.  F  3-15 
P.  0.  Box  8309,  Chicago,  Illinois  60660 

Please  send  me  immediately  your  list  of  70 
LOW  PRICED  STOCKS  with  specific  Buy-Sell-Hold 
Recommenjations  and  enter  my  trial  subscription 
to  Dow  Theory  Forecasts  for  the  next  4  weeks.  I 
understand  this  is  a  $5  value  based  on  regular 
subscription  rates,  but  I  enclose  $1  in  full  pay- 
ment which  will  be  refunJeJ  if  I  am  not  com- 
pletely satisfied.  I  also  understand  I  am  to  receive 
by  return  mail  and  at  no  extra  charge,  your  2 
Additional  Lists  "3  Stocks  To  Split  B)r  May  1" 
and  advice  on  "22  Volatile  Issues."  This  is  only 
a  trial  and  there  is  no  other  obligation  in  any 
way.  (Subscription  cannot  be  assigned  without  my 
consent.) 


NAME 


less  of  the  Justice  Department's  anti- 
trust ruling)  tend  to  make  Reynolds' 
earnings  subject  to  wider  fluctuations,/' 
But  if  containerization  is  the  big  thing 
people  think  it  is,  the  fluctuations  will 
be  on  the  favorable  side.  At  least 
Reynolds  is  taking  steps  to  defend  it- 
self against  anticigarette  propaganda. 
I  like  Reynolds  Industries  stock. 

Another  issue  which  appeals  to  me 
is  Diamond  International  (44),  which 
earned  a  little  under  $3  a  .share  in 
1970  and  is  expected  to  earn  between 
$3.30  and  $3.50  in  1971.  This  is  the 
old  Diamond  Match.  It  is  very  impor- 
tant in  the  production  and  retailing 
of  lumber,  perhaps  the  biggest  factor 
in  moulded  packaging  products 
(made  from  wood  pulp),  matches 
and  consumer  wood  products,  and 
does  a  profitable  white  paper,  con- 
sumer products  paper  and  advertising 
printing  business.  Back  in  1969  it  ac- 
quired the  U.S.  Playing  Card  Co.,  the 
biggest  in  its  field  and  a  seasoned  and 
dependable  earner.  Diamond  owns  in 
excess  of  1.3  million  acres  of  timber- 
lands,  most  of  which  have  been  ex- 
ceptionally well  selected.  There's  less 
than  $28  million  of  debt  ahead  of  the 
common  stock,  which  pays  dividends 
at  the  annual  rate  of  $1.80. 

Unexciting  but  Profitable 

Brief  mention  should  be  made  of 
Cleveland  Trust  (107),  which  earned 
just  under  $12  a  share  last  year.  Next 
month  a  20%  stock  dividend  will  be 
paid,  and  the  bank  intends  to  contin- 
ue to  pay  $3.40  annually  on  the  in- 
creased stock.  This  company's  per- 
share  earnings  (adjusted)  have  in- 
creased every  year  since  1963.  This  is 
the  largest  bank  in  Ohio  and  the 
twentieth  largest  in  the  U.S.  Its  trust 
operations  are  among  the  largest  in 
the  country.  Not  exciting  you  say? 
Well,  here's  a  real  blue  chip  at  less 
than  10  times  earnings.  Another  bank 
issue  worth  looking  at  is  First  Chi- 
cago Corp.  (59),  earning  better  than 
$6  a  share  and  paying  $2.40.  This  is  a 
"one-bank  holding  company"  for  First 
National  Bank  of  Cliicago,  which  also 
has  increased  per-share  earnings  ev- 
ery year  since  1963. 

All  things  considered,  it  has  seemed 
to  me  recently  that  the  international 
t)ils  are  about  the  cheapest  blue  chips, 
earnings  and  (|u;ilit\'  considered.  I 
think  the  settlement  with  the  Arabs 
on  oil  costs  in  the  Middle  East  should 
be  regarded  as  a  stabilizing  influence. 
It  may  make  oil  cost  more,  especially 
in  Einope,  but  the  cost  of  the  settle- 
ment will  probabK  be  passed  on  to 
the  consumer.  I  have  been  advising 
the  purchase  especially  of  Standard 
Oil  of  Scic  Jcrsci/  (75),  Standard  Oil 
of  California  (55).  C.ulf  Oil  (32), 
Mobil    Oil    (55)    and    Texaco    (37). 


These  stocks  represent  oil  in  the 
ground,  something  that  inflation  won't 
take  away  from  you.  Prices  look  low 
in  relation  to  prices  for  most  other 
blue  chips.  Jersey  could  earn  $6  a 
share  this  year,  California  $5.50,  Gulf 
$2.90,  Mobil  $5.10  and  Texaco  $3.30. 

A  Conglomerate  with  Knowhow 

Most  analysts  who  look  into  Stude- 
'Ipaker-Woiihington  (61)  come  back 
with  the  idea  that  here  is  a  semicon- 
glomerate  that  "has  done  everything 
right."  Fully  diluted  earnings  this 
year  might  rise  to  close  to  $5.25  a 
share  as  against  $5.03  in  1970  and 
$4.04  a  share  in  1969.  Reported  per- 
share  earnings  were  higher  than  the 
year-ago  figure  every  quarter  in  1970. 
The  company  actually  reduced  its 
common  share  capital  last  year.  This 
stock,  of  course,  is  not  a  blue  chip. 
But  the  performance  of  the  manage- 
ment is  such  that  I  would  like  to  di- 
rect attention  to  it. 

With  the  price  of  the  metal  down 
about  10  cents  a  pound  in  the  past 
four  or  five  months,  with  nrunerous 
copper  companies  cutting  their  divi- 
dends, and  with  about  40%  of  the 
world's  copper  now  produced  in  coun- 
tries with  communist,  revolutionary  or 
unstable  governments,  it  is  not  to  be 
wondered  that  copper  shares  are  gen- 
erally selling  at  a  discount  from  their 
former  highs. 

I  have  been  buying  them  both  for 
myself  and  for  some  of  my  clients, 
partly  just  because  the  copper  indus- 
try environment  is  so  bleak.  It  seems 
patent  to  me  that  copper  prices  are 
unlikely  to  stay  down  10  cents  a  pound 
from  last  year's  high  in  an  inflationary 
economy,  especially  where  the  price 
of  the  metal  is  subject  to  as  many  un- 
favorable political  influences.  I  know 
that  the  new  copper  producing  prop- 
erties coming  into  operation  during 
the  next  few  years  will  supply  a  lot  of 
metal;  but  I  would  guess  that  Chile 
and  Peru  under  new  communist  man- 
agement won't  supply  as  much.  I  es- 
pecially like  Phelps  Dodge  (41)  as 
an  investment  and  Inspiration  (42) 
as  a  speculation.  The  long-nm  pos- 
sibilities in  Anaconda  (21)  appeal  to 
me,  but  1  think  it  probably  is  too  early 
to  be  enthusiastic  about  the  stock. 

It  looks  as  if  the  earnings  of  Acme 
Markets  (48)  are  conservatively  stat- 
ed at  around  $4  a  share.  This  may  be 
one  of  the  cheaper  supermarket  is- 
sues. ...  In  spite  of  several  write- 
downs in  earnings  expectations,  I  still 
regard  United  Aircraft  (36)  as  a  de- 
sirable stock  to  hold.  .  .  .  Some  think 
that  Titne  Inc.  (46)  may  be  discount- 
ing a  way  to  discontinue  publication 
of  "Life".  .  .  .  This  writer  will  be 
forced  to  omit  this  column  in  the  next 
issue  because  of  his  travel  schedule.  ■ 
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WALL  STREET  VIEW 

By  Robert  Stovall 


Have  The  Greybeards  Had  Their  Day? 


As  TIME  p.\ssES,  people,  alas,  grow 
older.  Bull  markets,  by  contrast,  get 
younger  as  they  get  older.  They  get 
younger,  that  is,  in  the  kind  of  stocks 
that  lead  the  parade. 

There  seems  to  be  an  inverse  rela- 
tionship between  the  age  of  bull  mar- 
kets and  the  degree  of  maturation  of 
its  most  successful  gamesmen.  In  the 
June-November  1970  early  recovery 
phase,  the  investment  laurels  went  to 
the  fundamentalists,  the  greybeards: 
Liquidity,  both  of  corporations  and 
markets,  was  the  primar>  investment 
consideration.  Thus,  Dow-type  stocks 
led  the  way  out  of  the  abyss. 

Then  a  younger— or  perhaps  mid- 
dle-aged—group had  its  day  in  the  late 
November-early  February  spurt  in 
stock  prices.  A  fledgling  bull  emerged 
from  what  many  thought  was  only  an 
up-leg  in  a  classic  bear  market.  Dur- 
ing this  130-point  advance  in  the  DJI, 
it  was  the  great  gro\s  th  stocks  rather 
than  the  more  staid  blue  chips  which 
led.  Now  that  bull  phase  is  under 
corrective  reaction,  and  when  the  re- 
action is  over  the  advance  should  be- 
gin its  next  phase. 

The  next  phase?  History  teaches 
that  the  middle  life  of  an  up  market- 
where  we  are  now— is  both  its  strong- 
est part  and  is  accompanied  by  the 
greatest  speculation.  It  begins  to  get 
a  little  wild.  The  AMEX  is  the  pre- 
serve where  the  wildest  animals  live. 

Are  we  coming  to  the  AMEX 
phase?  It  is  quite  possible.  The  ASE 
price  index  had  lagged  behind  the 
other  major  market  averages  since 
mid-1970,  only  moving  above  its  Oc- 
tober recovery  high  in  January.   But 

*  A  guest  columnist.   Mr.   Stovall  is  a  partner  In  the 
NYSE  firm  of  Reynolds  &  Co. 


once  the  current  retreat  and  regroup- 
ing is  completed,  I  would  expect  the 
ASE  index  to  take  a  leadership  role. 

This,  the  AMEX  phase,  may  have 
a  long  and  happy  life.  So  history  tells 
us.  ASE  activity  amounted  to  some 
40%  of  Big  Board  trading  before  the 
steep  market  declines  of  1929,  1957, 
1962  and  1969,  usually  for  many 
months.  By  contrast,  the  percentage 
was  26%  in  January  and  31%  in  Febru- 
ary. So  there  appears  plenty  of  time 
for  the  bull  to  grow  older  while  mar- 
ket thinking  gets  younger. 

Thus  my  message  is:  Just  as  bot- 
tom-picking was  last  year's  ploy,  se- 
lective scavenging  on  the  ASE  may 
be  this  year's.  Since  its  still  early  in  the 
time-shape  of  expected  ASE  price  pat- 
terns, I  recommend  a  fairly  conserva- 
tive, statistical  approach  in  choos- 
ing AMEX  possibilities. 

One  suggestion  is  this:  Pick  a  pack- 
age of  companies  whose  1)  products 
or  services  will  command  the  same  or 
better  industry  position  in  the  future 
as  they  did  prior  to  the  current  reces- 
sion, and  2)  whose  share  prices  are 
less  than  halfway  back  to  their  highs 
of  recent  years.  Below  is  such  a  list. 
And  to  stick  my  neck  out  further,  I'll 
comment  on  my  favorites  on  that  list. 

Maul  Bros.:  The  developer  of  the 
triple-gob  machine  represents  the  one 
pure  way  to  invest  in  the  growth  of 
the  gla^s  container  equipment  and  re- 
placement parts  business.  Since  its 
founding  in  1952,  its  earnings  ex- 
panded annually  until  this  past  fiscal 
year,  when  glass  container  manufac- 
turers slowed  their  ordering.  Now 
earnings  are  moving  up  again  and  are 
estimated  at  85  cents  this  year,  $1.30 
for  fiscal  1972.  As  glass  containers  can 


be  recycled  with  greater  economy 
than  can  steel  cans,  the  ecology  con- 
cern may  call  for  more  glass. 

A  technology  company  with  a  prov- 
en record  of  profitability,  Kollmorgen 
has  achieved  a  position  of  leadership 
in  several  interrelated  areas.  Peri- 
scopes for  submarines  were  its  original 
business,  and  in  this  area  it  recently 
won  a  design  competition  which 
could  lead  to  substantial  contracts. 
Other  areas  include  optical  systems, 
printed  circuitry  and  direct-current 
motors.  Earnings  gains  should  be  no- 
ticeable in  the  second  half,  producing 
around  $1.60  a  share  for  1971. 

Medical  instrument  sales  are  ex- 
pected to  account  for  over  50%  of 
Statham  Instrument's  volume  this  fis- 
cal year.  Statham's  dominance  in  the 
medical  pressure  transducer  market  is 
primarily  responsible  for  the  growth 
of  this  division,  but  new  developments 
in  blood  flow,  blood-gas  analysis  and 
pulmonary  monitoring  are  playing  an 
increasing  role.  Precision-measuring 
instruments  for  industry  have  been 
continually  profitable  and  now  ac- 
count for  over  20%  of  sales.  The  im- 
proving profit-mix  may  produce  a  sub- 
stantial gain  in  earnings  to  75  cents 
per  share  in  fiscal  1972. 

Believing  that  the  American  con- 
sumers are  polarizing  their  buying 
styles,  with  preference  for  either  tip- 
top prestige  or  rock-bottom  pricing, 
Kenton  Corp.  management  provides 
both.  Onto  a  base  of  FBC  discount 
stores  and  a  substantial  importing 
business,  Kenton  has  added  a  number 
of  high-fashion,  luxury  merchants  in- 
cluding Cartier,  Ben  Kahn,  Mark 
Cross  and  Valentino.  Kenton  weath- 
ered the  "rich  man's  recession"  with 
no  decline  in  earnings. 

Such  are  my  selections  for  profiting 
in  what  I  think  may  be  the  next  phase 
of  the  bull  market,  when  the  blue 
chips  and  standard  growth  stocks  are 
likely  to  be  resting  and  a  younger 
breed  of  stocks  are  taking  over.  Don't 
hate  yourself  because  you  missed  the 
first  stages;  remember  that  a  real  bull 
market  is  long-lived  and  presents 
more  than  one  opportunity.  ■ 


Ten  Former  Flyers  on 

the  Amex 

Recent  Price 

Ea 

rnings 

Recent          Price  Range 

Befoiw 

Current                Book 

Per 

Share 

Company 

Price               1968-71 

Interim  High 

Ratio                Value* 

1970 

1969 

Kenton  Corp.f 

20             575/8-  81/2 

66O/0 

1.34              $10.89 

$1.45E 

$1.42 

Kollmorgen  Corp. 

22             471/4 -12'/8 

53 

2.18                  7.75 

1.26 

1.55 

Maul  Bros.t 

16              45     -  81/2 

64 

3.07                  5.71 

0.95 

1.25 

Statham  lnst.»» 

15                    363/8-    83/8 

58 

2.05                  5.85 

0.35E 

0.44 

Austral  Oil 

16              503/4-  71/2 

69 

1.88                 6.39 

0.65E 

0.58# 

Barry  Wright 

11              44-6 

75 

3.16                  7.85 

0.55E 

0.86 

Beverly  Enterprises 

15              521/2-  61/2 

72 

1.23                  7.09 

0.80E 

0.70 

Bowne  &  Co. 

16              401/4-  71/4 

60 

2.83                  4.65 

0.97 

1.29 

Tonka  Corp. 

15              ^V/i-nVi 

74 

1.59                13.35 

0.75 

1.32 

Wllliamhouse-Regency 

19              421/8-12 

55 

2.29                  4.94 

1.20 

1.10 

•Slandord   &   Poor's   Stock   Reports.         tFiscol   yeor   ended  January   1971.         ^Fiscol 

year  ended   June   1970.         "Fisco 

year  ends 

Moy 

1971. 

#Alter   special    credit  of  $0.1C 

per  shore  and   loss  from  discontinued  operations  of 

$0.22  per  share.         E-Estlmated. 
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§kMg\  SALES  CHARGE 

n\J  REDEMPTION  CHARGE 

100  %  of  your  money  invested 
in  stocks  PROFESSIONALLY  SELECTED 
for  growth  possibilities  . . .  providing 
a  diversified  energy  based  portfolio 

•  nuclear  power  •  electronics 

•  data  processing  •  oil 

•  pollution  control 

•  communications,  etc. 
only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PUNS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


MODEL  CORPORATE  PROFIT 
SHARING  PLAN  AVAILABLE 


Distributor: 

CEDAR  STREET  CONSULTANTS.  INC. 

120  Broadway,  New  Yorli  10005  Dept.  F 
(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 

Also  send  information  on: 
D  Corporate  Profit  Sharing 
D  Keogh  Retirement 


NAME 

ADDRESS. 


-ZIP. 


Baltimore,  Maryland  21203 
The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  fifty- 
five  cents  a  share,  payable 
April  30,  1971,  to  stock- 
holders of  record  March 
19,  1971. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
February  24,  1971 


LET 

AMERICA'S   FASTEST 
GROWING   COMPANIES 

help  you  pinpoint  these  firms  whose  profits  ore  forging 
ahead  in  these  difficult  times.  Eoch  month,  this  60-page 
service  provides  a  continuing  review  of  the  prospects  for 
160  companies. 

In  addition,  AFGC  reports  on  Growth  Companies  New 
to  the  Public.  "  These  companies  have  been  selected  from 
several  hundred  new  issues  because  of  their  fine  record 
of  profit  growth  and  promising  outlook. 

JOHN    S.    HEROLD,    INC. 
Greenwich,  Conn.  06830 

Enclosed  is  $15  for  a  2-month  trial  to  AFGC.  I 
understand  my  money  wilt  be  refunded  if  '  am  not 
pleased  with  the  report. 


Name 
Street 
City  .... 


.Stale.. 


•  Zip 

F-3/15 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


A  Question  Of  Emphasis 


This,  I  think,  is  a  period  when  a 
normal  pause  for  refreshment  can 
be  misinterpreted  as  a  sign  of  a  sig- 
nificant trend  reversal.  No  question 
about  it,  overall  valuations  have  be- 
come "rich."  But  I  see  growing  evi- 
dence in  support  of  my  belief  that  the 
underlying  environment  has  im- 
proved. Furthermore,  with  history  in- 
dicating that  really  important  correc- 
tions occur  late  rather  than  early 
in  the  life  of  every  major  upswing, 
the  market  can  be  said  to  have  time 
and  distance  in  its  favor. 

True,  a  wave  of  new  corporate  fi- 
nancing is  encouraged  by  the  low 
money  rates  rather  than  the  increased 
consumer  borrowing  which  is  neces- 
sary to  stimulate  final  demand.  More- 
over, there  can  be  a  difference  be- 
tween continued  monetary  ease  and 
its  stock-market  impact.  At  this  point 
in  time,  another  small  rate  reduction 
probably  would  be  anticlimactic.  But 
the  headlines  made  by  Federal  Re- 
serve Board  Chairman  Arthur  Burns' 
recent  testimony  obscured  his  predic- 
tion that  "Later  this  year  we  might 
perhaps  see  interest  rates  somewhat 
lower  than  they  are  now."  The  fact  is 
the  market  is  free  of  its  major  1968-70 
depressant,  tight  money. 

This  emphasis  on  the  positive 
points  up  three  underlying  market 
considerations:  1)  The  competition 
for  performance  among  institutional 
investors  leads  to  frequent  shifts  in 
issue  emphasis.  2)  Today's  problem 
revolves  around  cash  reserves  rather 
than  an  invested  position.  As  a  result, 
pauses  for  refreshment  fuel  specula- 
tion on  the  advance  becoming  quies- 
cent rather  than  obsolescent.  3)  The 
current  earnings  picture  can  be  less  of 
a  price  influence  than  the  prospective 
change  for  the  better. 

I  see  persuasive  reasons  for  an  in- 
terest in  Kaiser  Aluminum  ir  Chem- 
ical (around  35,  paying  $1,  with  a 
1967-70  range  of  59-27).  I  believe 
the  company's  1971  earnings  should 
be  in  the  $2.75  to  $3  per  share  area 
as  compared  with  $2.50  last  year,  and 
further  improvement  is  possible  in 
1972  as  well.  Kaiser's  bauxite  deliv- 
eries may  triple  in  coming  years,  and 
bauxite  is  apparently  the  most  profit- 
able part  of  the  aluminum  business. 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  losephthal  &  Co. 


Moreover,  nickel  deliveries  will  in- 
'  crease  sharply  in  1971  and  the  com- 
pany's industrial  chemical  business 
should  approach  a  break-even  basis. 
I  similarly  can  see  reasons  for  in- 
terest in  Easco  Corp.  (around  22, 
paying  90  cents,  with  a  1969-70 
range  of  28-15),  a  stainless  steel  pro- 
ducer whose  profits  record  is  far  bet- 
ter than  that  of  the  steel  industry.  In 
part,  the  company's  above-average 
showing— last  year's  profits  were  a  rec- 
ord $2.18  per  share  against  $2.01  in 
1969— reflects  the  company's  relative- 
ly low  raw  material  and  basic  operat- 
ing costs.  Moreover,  the  specialty  na- 
ture of  Easco's  stainless  steel  business 
(it  does  not  make  automotive  grades) 
permits  better  margins  as  well  as 
greater  flexibility  in  periods  of  slack 
demand.  With  demand  good  in  al- 
most all  areas  of  the  business  and  the 
company  free  of  some  40  cents  per 
share  before  taxes  of  plant  start-up 
costs,  I  see  a  new  profits  peak  in  1971. 

/mprovemenf  Ahead 

VSI  Corp.  (around  18,  paying  48 
cents,  with  a  1969-70  range  of  38-14) 
is  a  somewhat  different  type  of  situa- 
tion. Earnings  for  the  fiscal  year  end- 
ing June  30  may  only  be  about  $1 
per  share  as  against  an  all-time  peak 
of  $1.77  in  the  1969-70  fiscal  year, 
because  profits  of  the  fasteners  divi- 
sion are  off  sharply;  this  division  con- 
tributed 36%  of  the  previous  fiscal 
year  profits.  But  the  aerospace  down- 
turn has  probably  bottomed,  and  I 
see  improvement  in  the  two  remaining 
areas  of  the  company's  business.  One 
is  building  and  related  fields,  where 
the  company  is  the  only  supplier  of 
one-piece  doorknobs.  About  40%  of 
the  company's  fiscal  1971  earnings 
may  be  from  this  area,  and  earnings 
should  be  up  the  coming  year  as 
well.  The  plastics  business  should  con- 
tribute an  additional  40%  or  so  of  this 
year's  earnings.  The  company  makes 
almost  all  of  the  mold  bases  used  by 
injection  molders,  and  injection  mold- 
ing is  the  fastest  growing  part  of  the 
plastics  industry.  Thus,  tlie  moderate 
earnings  upturn  in  prospect  for  the 
fiscal  second  half  should  gain  mo- 
mentum next  year.  ■ 


Mr.  Schulz  is  on  vacation.  His  col- 
umn  will  appear  in   the   next  issue. 
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before  you 
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You  should  know  how  every  'Big  Board' 
stock  performed  each  of  these  12  years  — 
during  which  the  market  enjoyed 
unprecedented  highs  and  then  suffered 
its  most  costly  drop. 

And  for  1971,  get  these  very  vital  facts  in 
this  single  compact  volume. 
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Nowhere  else  can  you  find  as  quickly  and 
easily,  or  at  lower  cost,  each  stock's  per 
share  Performance  Record  over  the  past 
12  key  years— essential  facts  and  figures 
you  as  an  investor  need  in  order  to  judge 
the  investment  value  of  stocks  you  own  or 
consider  buying. 
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Each  Year 


'A  /  Price  Range 

"  j     Dividends 
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«  ■    /         Earnings* 


*1970  earnings  as  available  up  lo  press  date 

You  can't  determine  a  stock's  current  value 
unless  you  have  its  earnings  and  dividend 
records  of  previous  years;  and  you  can't  com- 
pare current  prices  with  former  prices  unless 
you  have  a  record  of  the  hundreds  of  stock 
splits  over  the  last  twelve  years. 
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WORLD'S  more  than  68  years  of  successful  experience. 
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There  is  no  reason  to  be  trading  cats  and  dogs  for 
speciilalive  action  in  this  market.  If  the  amazing  1971 
mnrket  advance  is  still  in  the  early  stages  —  which 
our  analysis  strongly  suggests  —  there  are  still  sound 
speculative  stocks  whose  upside  potential  is  tops. 

Investors  Research  is  recommending  nine  stocks 
of  medium  quality  which  from  a  fundamental  and 
technical  standpoint  are  believed  to  have  above  aver- 
age speculative  possibilities  in  1971.  All  appear  in 
our  latest  report  and  are  recommended  for  current 
new  buying. 

Send  now  for  our  latest  Market  Analysis  Report, 
including  current  buy  recommendations.  You  also  re- 
ceive weekly  ratings  on  over  650  stocks  in  50  key 
groups  plus  a  bonus  —  "A  Positive  Investment  Pro- 
gram." Send  $1  for  5-week  trial  subscription. 
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compare  with  the  5  TOP  Load  funds? 

3.  WHICH  29  funds  have  performed  well 
in  both  UP  and  DOWN  markets? 

4.  Of  437  funds,  only  13  are  rated  Above- 
Average  for  Growth  — Income  — Stability 
combined.  Name  the  13. 

5.  WHICH  were  the  TOP  PERFORMING 
funds  in  each  year  of  the  past  8  years, 
1963  through  1970? 

If  you  flunk  this  quiz  get  FundScope, 
the  monthly  Mutual  Fund  Magazine  — 
a  thinking  man's  guide  to  mutua/  funds. 
Money-making,  money-saving  answers  to 
these  and  many  more  questions  will  arrive 
with  your  subscription. 

SPECIAL  BONUS  OFFER 

(new  trial  subscribers  only) 
Send  just  $17  for  a  3-month  trial  subscrip- 
tion to  FundScope.  Includes  FundScope's 
Annual  APRIL  '71  MUTUAL  FUND  GUIDE 
—  a  400-page  book  v/ith  all  tlie  vital  infor- 
mation you  need  on  ever  400  funds.  (THIS 
GUIDE  ALONE  SELl  S  FOR  $15.) 
ACT  NOW:  Mail  your  $17  today,  or  if  you 
prefer  the  above  offer  with  a  money-saving 
14-month  subscription,  send  $50.00  (10 
day  returnable  guarantee).  Include  ZIP. 
No  salesman  will  call. 

FundScope,  Dept.  F-12,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Cal.  90067 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


A  Breather? 


By  the  end  of  February  more  than 
three  months  had  gone  by  without 
any  significant  setback  in  the  stock 
market.  It  can  hardly  be  said  that  this 
continuing  buoyancy  of  common 
stocks  had  the  benefit  of  a  steady  flow 
of  good  news.  As  a  matter  of  fact, 
there  wasn't  any— except  for  Wash- 
ington's Coue-t>pe  pronouncements 
that  everything  will  get  better  and 
better  and  better. 

Naturally,  there  is  a  credibility  gap. 
The  President's  predictions  have  been 
challenged  by  many,  and  when  we 
look  at  the  economy  for  the  year  to 
date,  conditions  better  get  better  soon 
if  prosperity  is  to  be  restored  by  1972. 
Wall  Street,  too,  has  its  doubts,  but 
its  misgivings  have  not  been  reflected 
in  the  market.  Why?  Primarily,  I  be- 
lieve, because  there  is  now  a  lot  of 
money  around  seeking  investment,  and 
while  stock  prices  are  rather  high, 
other  investment  media  are  not  par- 
is  without  logic  and  substance.  Even 

Trees  do  not  grow  into  the  sky,  and 
past  experience  tells  us  that  there  has 
never  been  a  bull  market  that  moved 
up  in  a  straight  line  without  an  oc- 
casional breather.  The  unanswerable 
question  is  when  and  from  what  level 
the  correction  will  start.  Possibly  it 
may  be  under  way  before  the  printer's 
ink  is  dry  on  this  column. 

Look  for  /mprovemenf 

Although  I  share  the  disappoint- 
ment that  the  business  picture  has  not 
brightened  more  visibly  so  far,  I  do 
not  think  that  the  rise  in  stock  prices 
is  without  logic  and  substance.  Even 
if  the  recovery  should  be  slower  than 
had  been  hoped  for,  corporate  profits 
this  year  will  be  much  better.  How 
much  is  a  matter  of  conjecture,  be- 
cause there  are  too  many  variables 
which  defy  mathematical  analysis.  It 
is  natural,  therefore,  that  earnings 
forecasts  on  the  30  stocks  comprising 
the  Dow  Jones  industrial  stock  aver- 
age (around  880)  differ  widelv,  rang- 
ing from  $58  lo  $62  for  1971.  This 
compares  with  about  $51  last  year. 
Assuming  earnings  of  $60  on  the  Dow, 
the  price/ earnings  ratio  is  a  fairly  con- 
servative 14.6,  comparing  with  a  mul- 
tiple of  17  on  1970  earnings.  Should 
1972  turn  out  to  be  a  banner  year, 

Mr.  Biel  is  a  senior  vice  president  of  the  New  Yorh 
Stock  Excliange  firm  of  Havenfield  Corp. 


.the  combination  of  higher  profits  and 
even  greater  market  enthusiasm  could 
lift  the  stock  averages  to  new  highs 
without  much  difficulty. 

Recognizing  the  impossibility  of 
reading  the  future  on  a  broad  scale 
and  being  apprehensive  that  things 
will  not  necessarily  turn  out  as  well  as 
is  expected,  it  may  be  advisable  to  con- 
centrate on  stocks  where  a  strong  im- 
provement seems   reasonably  certain. 

Take  Fenn  Fruit,  for  example,  a 
company  which  had  a  rough  time  in 
the  Sixties  and  had  to  stop  paying 
dividends  in  1962.  Originally  operat- 
ing a  chain  of  supermarkets  in  the 
Philadelphia  area,  this  revitalized  and 
rejuvenated  company  diversified  its 
activities,  which  now  include  three 
gourmet  food  and  gift  shops,  five 
drugstores,  four  junior  department 
stores,  seven  "leisure  living  centers" 
(garden,  patio  and  Christmas  mer- 
chandise), 5.3  discount  supermarkets 
and  five  "warehouse  markets"  (auster- 
ity supermarkets ) . 

Sales  and  earnings  are  in  a  steep 
uptrend.  In  the  12  weeks  to  the  end 
of  last  November,  sales  rose  31%, 
while  per-share  profits  jumped  from 
21  cents  to  39  cents,  and  the  second 
quarter  is  also  believed  to  have  been 
excellent.  For  the  current  fiscal  year, 
which  ends  Aug.  31,  earnings  could 
reach,  and  might  exceed,  $1.65  a 
share,  a  major  gain  over  the  preceding 
year's  $1.11  and  a  record.  Investors 
who  enjoyed  happiness  as  sharehold- 
ers of  Crown  Cork  &  Seal  will  be  com- 
forted by  the  knowledge  that  the  com- 
pany's chairman,  John  Connelly,  is 
also  a  director  of  Peiui  Fruit.  This  may 
not  augur  well  for  the  early  resump- 
tion of  dividends— Coiuielly  doesn't  be- 
lieve in  dividends— but  it  adds  to  Penn 
Fruit's  attraction.  The  stock  is  pres- 
ently selling  around  19. 

Arvin  Industries  (30)  was  hit  very 
hard  last  year  by  the  combination  of 
a  sluggish  economy  and  the  General 
Motors  strike  (CM  is  a  very  impor- 
tant customer).  Earnings  plummeted 
to  98  cents  a  share,  the  lowest  in  ten 
\ears.  Arvin  is  a  diversified  manufac- 
turer of  a  broad  \'ariety  of  automo- 
tive products,  especially  exhaust  sys- 
tems, which  account  for  the  greater 
part  of  sales.  The  company  also  makes 
radios,  TV  sets,  tape  recorders,  elec- 
tric heaters  and  humidifiers. 
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while  Anin's  product  line  is  not 
the  kind  to  stir  up  much  excitement 
among  potential  investors,  the  com- 
pany could  play  a  major  role  in  the 
field  of  control  of  automotive  air  pol- 
lution. Before  long  it  will  be  manda- 
tor>-  that  the  air  we  breathe  be  free 
of  exhaust  fumes.  The  company  is 
probably  as  knowledgeable  as  anyone 
in  developing  exhaust  systems  which 
eliminate,  or  at  least  greatly  reduce, 
automotive  pollution.  No  one  can  say 
at  this  time  how  soon  this  will  be- 
come reality  or  whether  Arvin  will 
get  a  significant  share  of  this  business, 
but  it  could  be  BIG. 

Meanwhile,  .Arvin  will  have  an  ex- 
cellent first  quarter,  about  40  cents  to 
45  cents  a  share,  largely  reflecting  the 
GM  rebound.  The  balance  of  the  year 
should  also  be  good,  IF  automobile 
production  reaches  8  million  to  8.5 
million  units  and  IF  the  general  econ- 
omy recovers.  A  recent  debenture 
financing  and  ample  manufacturing 
capacit\-  have  geared  Arvin  for  fu- 
ture growth.  Always  mindful  of  its 
stockholders,  this  company  has  paid 
dividends  regularly  for  45  years,  the 
present  rate  being  $1  a  year. 

Star    Performer 

It  was  not  so  long  ago  that  inves- 
tors looked  askance  at  the  coal  indus- 
try, considering  it  a  relic  of  the  past. 
They  remembered  John  L.  Lewis'  mili- 
tant union  and  thought  of  the  com- 
petition by  oil  and  gas  and,  eventually, 
by  nuclear  energv'.  The  larger  publicly 
owned  companies  disappeared,  hav- 
ing become  subsidiaries  of  oil  compa- 
nies. Meanwhile,  the  huge  demand  for 
coal  here  and  in  Japan  and  Europe, 
especially  metallurgical  coal,  has  made 
glamour  stocks  out  of  the  few  remain- 
ing companies.  Pitlston  stock  became 
a  star  performer,  rising  over  60%  in 
that  mi.serable  year  of  1970,  and  this 
advance  came  on  top  of  a  34%  gain  in 
1969.  Pittston  will  have  another  rec- 
ord-breaking year  in  1971  with  earn- 
ings of  perhaps  as  much  as  $3.20  a 
share  {vs.  $2.20  in  1970),  assuming 
no  coal  strike  this  fall. 

Another  coal  stock  which  has  defi- 
nite attraction  is  Eastern  Gas  &  Fuel 
Associates  (38),  which  came  back 
strongly  last  year  after  a  problem- 
ridden  1969.  Although  this  company's 
other  activities  (distributing  gas  in 
the  Boston  area  and  sizable  barge  op- 
erations) are  important,  it  is  coal 
which  will  lift  profits  to  a  new  peak 
this  year.  Present  estimates  are  in  the 
$2.75-to-$3  area,  comparing  with  last 
year's  $2.21  a  share  and  a  mere  $1.25 
in  1969.  Eastern  Gas  &  Fuel  has  paid 
only  stock  dividends  in  recent  years, 
preferring  to  reinvest  its  earnings  in 
the  business,  mostly  to  enlarge  its  coal 
operations.  ■ 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUHDJNC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center,  Dept   A6 

Baltimore,  Md.  21201  PHone  (301)  539-1992 


CELT.  .  . 

on  professional  investmenf 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  fhroughouf  the  United 
States  and  around  the  world  hove  turned  to  Roger 
E.  Spear's  Decision  Management  Plan  to  direct 
their  capital  gains  program.  And  no  wonder  .  .  . 

With  more  than  40  years  of  investment  experience, 
coupled  with  advanced  computer  technology  and  a 
large,  expert  research  staff,  the  Decision  Manage- 
ment Plan  represents  the  complete  investment 
service  for  your  portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  Inflation,  the  Decision 
Management  Plan  con  give  you  professional 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
date  has  proved  particularly  helpful  in  achieving 
conservative  capital  growth  for  investors  with 
capital  ranging  from  $10,000  up  —  men  and 
women  who  oppreciate  the  risks  and  seek  the  re- 
wards of  a  professionally-managed  common  stock 
portfolio. 

V/ith  our  compliments:  "Declare  Your  Own  Divi- 
dends"—  a  32-page  fact-filled  booklet  describing 
how  the  Decision  Manogement  Plan  can  help  you. 


SPEAR  &  STAFF,  INC. 
Dept.  MF-315 
Investment  Management  Division 
Babson  Park,  Mass.  02 1  57 


CHAIRMAN'S  CHAIR 

By  Fred  C.  Foy 


Why  Not  Call  A  Spade  A  Spade? 


One  of  the  first  of  the  1970  annual 
corporate  reports  reached  me  early 
last  month.  I  read  it  with  interest  be- 
cause I  am  always  looking  for  a  really 
informative  annual  report.  This 
wasn't  it! 

Typographically  it  was  good.  Ana- 
lysts will  find  the  information  in  it  in- 
teresting but  inadequate.  But  the 
stockholders?  They  will  feel  as  though 
they  have  been  handed  an  unassem- 
bled jigsaw  puzzle  with  some  of  the 
pieces  missing. 

I  don't  mean  to  be  hard  on  Cabot 
Corp.,  whose  report  I  am  talking 
about.  Their  report  is  no  worse  than 
many  others  and  is  a  good  deal  better 
than  some.  What  I  am  saying  is  that 
I  just  don't  think  most  annual  reports 
tell  stockholders  what  they  want  to 
know— how  the  management  is  doing 
with  their  money,  what  it  hopes  to  do 
with  it  and  particularly  what  secret 
sorrows  as  well  as  future  delights  may 
be  in  the  offing. 

As  I  see  it,  an  annual  report  should 
be  easy  to  read.  Pertinent  information 
should  be  assembled,  not  sprinkled 
through  the  whole  report  including 
the  fine  print  of  the  auditor's  notes, 
and  it  should  be  made  meaningful  by 
discussion  and  interpretation. 

Take  Cabot's,  which,  because  it  was 
for  the  fiscal  year  ending  Sept.  30, 
was  the  first  report  I  received  in  1971. 
It  shows  that  sales  are  up  over  30% 
from  $187  million  to  over  $250  mil- 
lion, earnings  up  20%  from  $14  mil- 
lion to  nearly  $17  million. 

In  the  president's  letter,  mention  is 
made  of  an  acquisition,  the  former 
Stellite  division  of  Union  Carbide.  But 
nothing  is  said  about  the  acquisition's 
contribution  to  the  sales  increase  nor 
what  was  paid  for  it.  The  letter  does 
say  it  "made  only  a  small  contribution 
to  1970  net  income  after  considering 
interest  costs  on  the  debt  incurred  to 
purchase  the  business."  Considerable 
follows  about  why  Cabot  thought 
Stellite  was  a  good  and  logical  added 
starter,  technically  and  marketwise. 

This  is  all  interesting  as  far  as  it 
goes  but  we  want  to  know  more.  Let's 
prowl  through  the  report.  Eleven 
pages  later  we  find  Stellite  has  been 
lodged  in  a  division  whose  1970  sales 

Mr.  Foy,  a  guest  columnist,  has  retired  as  chairman 
of  Koppers  Co.  He  joined  the  company  in  1948,  be- 
came president  and  chief  executive  officer  in  1954, 
chairman  in  1955. 
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were  almost  $80  million  and  that 
"sales  of  the  division  were  more  than 
doubled  by  the  acquisition  of  Stellite." 

Good  News,  Bui .  .  . 

So  now,  by  a  little  deduction,  we 
estimate  Stellite's  sales  at  $42  million. 
Subtract  this  from  $250  million  and 
we  can  conclude  that  the  increase  in 
sales  for  the  rest  of  the  company  was 
from  $187  million  in  1969  to  about 
$208  million  in  1970,  or  12%.  This 
makes  the  20%  increase  in  earnings 
look  sensational  since  the  report  al- 
ready has  said  that  Stellite  did  not 
contribute  materially  to  earnings. 
What  kind  of  a  president's  letter  is  it 
that  leaves  it  to  the  stockholder  to 
dig  out  news  as  good  as  this  for  him- 
self? But  wait!  Is  it  really  that  good? 

We    need    more    information.    We 
want  to  know  what  we  paid  for  those  i 
$42  million  of  sales.  What  will  theyi 
earn?  After  all,  Stellite  is  nearly  20% 
of  our  total   sales.   This   is  no  mini- 
acquisition. 

Five  pages  later,  under  Financial 
Review,  we  find  a  clear  statement 
that  Stellite's  sales  for  nine  months  in 
1970  actually  were  18%  of  Cabot's 
net  sales  and  other  operating  reve- 
nues. A  little  quick  work  with  a  pen- 
cil confirms  our  $42-million  guess  for 
the  full  year.  Since  18%  is  a  nine 
month  figure,  in  a  12-month  year  Stel- 
lite should  contribute  about  $55  mil- 
lion, or  nearer  to  22%  or  23%  of  Cab- 
ot's total  sales. 

We  struggle  on.  On  the  next  page— 
eureka!  We  learn  that  Cabot  paid  $55 
million  for  Stellite.  It  bought  $24.9 
million  of  property,  plant  and  equip- 
ment, $2  million  in  patents  and  $27.9 ,' 
million  of  inventories.  Whoa!  This, 
looks  like  inventories  equal  to  about! 
six  months  of  annual  sales— the  rest  of,; 
the  business  has  customarily  need© 
only  two  and  a  half  to  three  months^j 
sales  in  inventory.  Surely  we  need  ti 
know  more  here.  Will  the  company 
able  to  liquidate  some  inventory  am 
reduce  its  investment  in  Stellite?  II 
not,  why  does  Stellite  need  twice 
much  inventory  per  dollar  of  sales 
industry  generally? 

Further  on  in  the  auditor's  notes  wi 
read   again    that    the    contribution   of 
Stellite  to  1970  net  income  was  not 
material    because    of    financing    costs] 
related  to  the  acquisition.   Using  the' 
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S55-million  puichase  price,  an  aver- 
age interest  rate  of  a  little  over  8% 
and  nine  months  of  owiiership,  can 
we  assume  from  the  foregoing  that 
Stellite  contributed  approximately 
S3.3  million  in  operating  earnings 
during  1970?  If  so,  this  would  indi- 
cate an  annual  profit  rate  of  some- 
where around  S4.5  million  dollars  a 
year  pretax.  Is  this  a  good  return?  We 
still  don't  know.  Back  to  our  arithmetic. 

Even  with  Cabot's  reported  effec- 
tive income  tax  rate  of  a  little  over 
33%,  this  brings  Stellite's  rate  of  after- 
tax return  on  investment  to  some- 
where below  6%.  As  stockholders,  we 
wonder  how  this  improves  a  corporate 
rate  of  return  on  investment  which 
over  the  past  five  years  has  ranged 
from  7.5%  to  10.1%.  Is  management 
now  satisfied  with  less  than  6%? 

Anyhow,  ma\be  all  these  conclu- 
sions are  wTong! 

My  real  point  is:  Why  should  a 
stockholder  have  to  work  his  way 
back  and  forth  through  a  report,  in- 
cluding the  auditor's  notes,  and  do 
his  own  arithmetic  to  evaluate  an  ac- 
quisition which  adds  over  25%  to  his 
company's  total  capitalization,  more 
than  20%  to  its  sales  and  who  knows 
what  to  its  earnings? 

The  management  owes  it  to  its 
owners,  even  more  so  to  itself,  to  make 
in  one  place  in  the  report  a  compre- 
hensive, complete  statement  of  what 
it  bought  and  why  in  terms  every 
stockholder,  not  just  a  few  financial 
analysts,  can  understand. 

Pieces  of  the  Puzzle 

1  spoke  of  pieces  missing  from  the 
jigsaw  puzzle.  Here's  what  I  mean. 
Cabot's  report  says,  "More  than  one 
quarter  of  Cabot's  sales  are  made  out- 
side the  United  States."  "Net  assets  of 
foreign  subsidiaries  approximated  $46 
million."  Dividends  received  from 
these  subsidiaries  were  less  than  their 
combined  incomes  bv  $822,000  in 
1970. 

Missing  piece:  What  part  of  total 
'earnings  do  these  overseas  invest- 
ments or  sales  provide?  Many  compa- 
nies give  this  information.  When  over- 
seas sales  are  this  big,  the  informa- 
tion is  pertinent. 

Let's  go  on.  The  Cabot  report  dis- 
cusses a  promising  new  long-term  pro- 
gram in  which  S7  million  was  invest- 
ed in  1970,  and  $13  million  more  is 
planned  for  1971.  The  president's  let- 
ter says,  "Final  operation  of  the  proj- 
ect can  occur  only  after  obtaining  ap- 
proval from  the  Federal  Power  Com- 
mission." 

Missing  pieces:  What  are  the 
chances  of  approval?  When?  What 
happens  to  the  money  already  invest- 
ed if  the  FPC  doesn't  come  through? 

The    report    states    that    long-term 


debt  increased  by  $61  million  duiing 
1970.  This  is  an  increase  of  more  than 
150%,  and  raises  the  debt-equity  ra- 
tio from  22%  to  40%.  Except  for  less 
than  $1.5  million,  all  of  this  debt  is 
due  by  1980. 

Missing  pieces:  How  does  the  com- 
pany plan  to  handle  it?  Why  a  deci- 
sion to  make  so  great  a  jump  in  debt 
in  a  single  year? 

Don't  get  me  wrong.  I'm  not  sin- 
gling out  Cabot.  I'm  simply  illustrating 
a  point  applicable  to  many  annual 
reports.  In  fact,  Cabot  is  a  fine  com- 
pany with  a  fine  record.  It  was  just 
unlucky  that  its  1970  report  was  the 
first  I  received. 

There  are  a  number  of  other  things 
managements  might  talk  about  to  the 
comfort  and  enlightenment  of  their 
stockholders— talk  about  honestly  and 
frankly,  not  in  platitudes  and  self- 
serving  phrases. 

Tell  n  Like  If  Is 

Ecology— Will  the  rampaging  eco- 
logical kick  turn  into  a  kick  in  the 
company's  pants?  How  much  has  it 
cost  the  company  so  far?  How  much 
might  it,  or  does  anyone  know? 

Consumerism— Is  Government,  in 
its  efforts  to  protect  people  as  con- 
sumers, going  to  wallop  them  as  stock- 
holders? Congress  and  other  friends 
of  the  consumer  say  they  are  flooded 
with  product  complaints.  How  many 
does  the  company  get?  Direct?  From 
Government?  Or  do  they  get  choked 
off  at  its  distributors?  What  should 
the  company  do  about  complaints? 
What  is  it  doing? 

Government- How  much  further  is 
it  getting  its  nose  under  the  corpo- 
rate tent,  causing  what  kind  of  dif- 
ficulties, what  extra  expense? 

FoPeign  investment— Country  after 
country  has  expropriated,  national- 
ized, created  restrictions  on  foreign  in- 
vestment. How  much  have  these  in- 
terfered so  far,  how  much  may  they? 
How  exposed  is  the  company? 

These  are  just  some  areas  which 
may  be  bugging  stockholders.  Prob- 
ably there  are  others. 

Every  year  evaluations  of  your 
company  are  written  and  distributed 
by  investment  houses  and  advisors. 
Honest  corporate  evaluations  have 
helped  Forbes  and  other  publications 
to  serve  a  growing  audience.  Many 
of  these  frank,  outside  evaluations 
may  reach  your  stockholders.  But  can 
any  of  them  really  tell  your  stockhold- 
ers how  good  or  how  bad  you  are  as 
well  as  you  can?  Who  else  has  the 
figures,  the  background,  the  policy 
infonnation?  Who  else  can  reach  ev- 
ery one  of  them?  Why  not  get  with  it 
and  tell  your  stockholders  the  whole 
story— the  real  story— instead  of  leav- 
ing it  to  outsiders?  ■ 


How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 

portfolio 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
pletel 0-year  "performance  record,"and  how 
it  may  help  you  now,  simply  write  Dept.  0-2 1 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  U.S.A.  o2i8i 

Investment  Management    .    Incorporated  1936 
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ARE  LEADING  THE  WAY  UP? 
SHOULD  YOU  DUYTHEM  NOW? 


Here  is  just  one  ot  the  reasons  we  have  alerted  GFG  subscribers 
to  the  possibility  of  a  major  new  long  term  rising  market. 


SET  a  full  explanation  of  the  4  long  term  buy  signals  given  by  our 
cash  balance  indicator  in  the  past  14  years.  PLUS  current  24 
page  issue. 
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SEE  •  which  NOLOAOS  are  leading  the  way  up  •  Most  Desirable 
funds  •  Performance  and  Volatility  forecasts  •  BUV/HOLO/SELL 
Advice  •  fund  Charts  with  Growth  Trend  Lines  •  Sample  fund 
Groups  •  New  Developing  Funds  •  Rising  Power  Analysis 
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GROWTH    FUND   RESEARCH.    INC. 

DEPT.    F3  p.    O.    BOX   2109 

LONG    BEACH.    CALIF.    9080I 

Subscription  cannot  be  assisted  Mithout  your  consent 
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The  Funds 


Funds  for  All  Seasons 

We've  said  it  at  Forbes  to  the 
point  of  weariness,  but  we'll  say  it 
once  again— it's  that  basic:  The 
wise  investor  doesn't  buy  a  mutual 
fund  just  because  it  has  performed 
spectacularly  in  a  hot  stock  market. 
The  wise  man  looks  at  both  sides: 
the  growth  of  capital;  the  preser- 
vation of  capital.  It  only  makes 
sense,  because,  sure  the  stock  mar- 
ket always  comes  back,  but  if  you 
get  nearly  wiped  out  in  the  bear 
market,  you're  not  going  to  have 
anything  to  come  back  with. 

The  table  here  tells  the  story. 
It  lists  the  mutual  funds  that  rated 
A  or  better  in  Forbes'  latest  mutual 
fund  survey  {Aug  15,  1970).  It 
shows  what  would  have  happened 
to  $100  worth  of  net  asset  value  in 
each  fund  between  the  market's 
November  1968  high  and  its  low 
last  May.  Then  it  shows  the  for- 
tunes of  that  same  $100  between 
May  and  late  last  month. 

It's  quite  a  story.  There  are  53 
such  A  funds.  Yet  only  three  of 
them  did  as  well  as  the  unman- 
aged  Standard  &  Poor's  500-stock 
average  between  November  1968 
and  February  1971— the  high-wa- 
ter mark  of  the  recent  recoveiy. 
The  other  50  hot  performers  were 
outperformed  by  the  S&P  average. 

Now  look  at  the  three  that  did 
beat  the  averages:  Chemical  Fund, 
First  Sierra  and  Windsor  Fund, 
All  three  belonged  to  the  small 
minority  of  funds  that  rated  well 
both  for  up  and  for  down  markets. 
All  ranked  A  in  up  markets,  B  in 
down  markets.  There  were  two 
other  A-B  funds,  de  Vegh  and  the 
Common  Stock  Fund  of  State  Bond 
&  Mortgage  Co.;  while  they  did  not 
outperform  the  S&P  500,  both 
came  very  close. 

Suppose  you  had  gone  for  the 
hottest  of  the  hot,  the  A+  perform- 
ers in  November  1968.  You  would 
not  have  done  as  well  as  with  the 
balanced  A-B  rated  funds.  The  A-f 
funds  tended  to  take  the  kind  of 
gambles  that  get  punished  in  bear 
markets;  they  all  rated  D  or  F  in 
down  markets.  Some  were  so  badly 
clobbered  last  year  tliat  they  '>ere 
virtually  left  at  the  starting  line  in 
the  1970-1971  rally:  Only  one  A-f 
fund,  Oppenheimer.  did  nearly  as 
well  as  the  DJI. 

Don't  ever  forget  the  old  story 
about  the  tortoise  and  the  h  ire.  ■ 


Forbes  8/15/70 
Performance 

Ratings 
In  In 

UP         DOWN 
Markets  Markets 


$100  Invested 

11/29/68 

Was  Worth    Was  Worth 

on  in  late 

5/26/70        February 


Standard  &  Poor's  500  Stock  Average 

$63.94 

$88.33 

STOCK   FUNDS   (LOAD) 

A 

F 

Admiralty  Fund-Growth  Series 

31.99 

43.67 

A 

D 

American  Growth  Fund 

58.83 

86.83 

A 

F 

Anchor  Growth  Fund 

50.91 

70.10 

A 

D 

Axe-Houghton  Stock  Fund 

57.36 

75.77 

A-l- 

F 

Businessman's  Fund 

52.51 

61.02 

A 

F 

Capital  Investors  Growth  Fund 

44.69 

61.94 

A 

F 

Channing  Growth  Fund 

41.63 

51.45 

A  + 

F 

Channing  Special  Fund 

33.70 

44.25 

A 

F 

Chase  Fund  of  Boston 

42.56 

61.97 

A 

B 

Chemical  Fund 

71.65 

96.44 

Common  Stock  Fund  of  State 

A 

B 

Bond  &  Mortgage  Company 

63.87 

85.71 

A 

D 

Delaware  Fund 

58.81 

82.98 

A 

C 

Dreyfus  Fund 

60.29 

79.46 

A 

F 

Enterprise  Fund 

42.53 

55.59 

A 

F 

Fairfield  Fund 

41.97 

61.61 

A 

C 

Fidelity  Capital  Fund 

59.49 

82.87 

A+ 

D 

Fidelity  Trend  Fund 

56.66 

76.94 

A 

B 

First  Sierra  Fund 

61.94 

98.92 

A 

F 

Founders  Growth  Fund 

51.58 

64.58 

A 

C 

Investment  Company  of  America 

63.12 

87.04 

A 

C 

Investors  Research  Fund 

69.08 

82.69 

A 

F 

Investors  Variable  Payment  Fund 

53.51 

73.84 

A+ 

C 

Ivest  Fund 

59.92 

86.46 

A 

D 

Keystone  Custodian  Fund  K-2 

58.07 

80.54 

A 

D 

Keystone  Custodian  Fund  S-3 

56.79 

81.61 

A  + 

F 

Keystone  Custodian  Fund  S-4 

43.02 

64.23 

A  + 

F 

Knickerbocker  Growth  Fund 

48.51 

75.19 

A 

F 

Mutual  Securities  Fund  of  Boston 

37.57 

48.80 

A 

D 

National  Securities  Growth  Stock  Series 

61.46 

86.11 

A+ 

D 

Oppenheimer  Fund 

59.53 

84.59 

A 

A 

Over-the-Counter  Securities  Fund 

78.80 

86.36 

A 

F 

Pioneer  Enterprise  Fund 

47.26 

69.33 

A 

D 

Planned  Investment  Fund 

53.54 

72.65 

A 

D 

Putnam  Growth  Fund 

61.01 

78.58 

A+ 

F 

Revere  Fund 

47.35 

60.89 

A+ 

F 

Steadman  American  Industry  Fund 

43.94 

51.94 

A+ 

F 

Twentieth  Century  Investors-Growth 

38.47 

49.74 

A 

F 

The  Value  Line  Fund 

46.78 

63.20 

A+ 

F 

The  Value  Line  Special  Situations  Fund 

34.62 

49.96 

A 

F 

Vanderbilt  Mutual  Fund 

46.53 

67.28 

A 

F 

Venture  Securities 

46.32 

55.68 

A+ 

F 

Western  Industrial  Shares 

40.82 

62.82 

A 

B 

Windsor  Fund 

71.00 

97.98 

A+ 

F 

Winfield  Growth  Fund 

41.97 

50.20 

STOCK   FUNDS   (NO-LOAD) 

A+ 

F 

American  Investors  Fund 

35.63 

48.42 

A 

B 

de  Vegh  Mutual  Fund 

61.72 

87.03 

A 

F 

Drexel  Equity  Fund 

51.78 

68.71 

A 

D 

Energy  Fund 

60.60 

79.81 

A 

C 

Hedberg  &  Gordon  Fund 

57.78 

77.48 

A 

D 

Loomis-Sayles  Capital  Development  Fund 

55.09 

80.27 

A+ 

F 

National  Industries  Fund 

50.24 

74.56 

A 

C 

Pcnn  Square  Mutual  Fund 

62.51 

82.95 

A 

F 

Rowe  Price  New  Horizons  Fund 

55.02 

86.55 

Forbes   1970  Performance    Roiings  were  bosed  on   the  mutual   funds  performance   in   three  rising  markets  and 
three   falling   markets.   All   copilol  gains  distributions  have  been   reinvested,   but   income  dividends  hove  not. 
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Are  you 
going  to 
sit  on  the 
sidelines 
all  your 
life? 


What  are  you  doing  about 
what's  wrong  with  our 
community?  You.  Not  the 
fellow  next  to  you.  You. 

Don't  kid  yourself.  You 
know  what  the  problems  are. 
You  read  the  papers.  You 
listen  to  the  gossip.  Now  get 
off  the  sidelines  and  into 
the  game. 

One  way  is  to  spend  some 
lime  with  one  of  our  United 
Way  agencies.  Learn 
something  of  the  new 
methods  being  used,  the  new 
programs  under  way.  And 
the  new  money  that's 
urgently  needed. 

That's  the  catch.  For  if  you 
do  let  yourself  become  really 
informed,  it'll  cost  you. 
You'll  pledge  more  to  the 
United  Way  than  you've 
ever  done  before.  You'll  give 
your  Fair  Share. 

If  you  don't  do  it,  it  won't 
get  done. 
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advertising  contributed 
^      for  the  public  good 


READERS  SAY 


(Continued  from  page  13) 

fellow  executives  from  acquired  Electro- 
lux  ended  up  with  the  top  jobs  at  acquir- 
ing Consolidated  Foods.  Mr.  Buzick  does 
not  deny  the  management  shifts.  He  ap- 
parently objects  to  our  commenting  on 
them— Ed. 

Too  Much  of  a  Good  Thing 

Sir:   Your  article  entitled  "The  Semi- 
conductor Industry:   Madness?  Or  Meth- 
od?" was  very  perceptive  of  this  indus- 
try. However,  there  is  an  error  that  needs 
to  be  corrected.  You  identify  me  with  the 
quote,  "Sales  in  the  electronics  industry 
overall    should   rise   from    $24   billion   to 
$80  billion  by  1980."  Unfortimately,  you 
have  used  the  current  domestic  number, 
coupled    with    the    projected    worldwide 
number,   which   is   misleading.   The   cur- 
rent worldwide  number  is  $43.9  billion. 
—J.  Fred  Bucy 
Group  Vice  President, 
Texas  Instruments 
Dallas,  Tex. 

The  Voice  of  Experience 

SiH:  This  letter  is  in  response  to  two 
letters  in  "Readers  Say,"  Jan.  15.  One 
written  by  a  tjentleman  from  Virginia 
and  suggesting  Mr.  Vellar  C.  Plantz  seek 
training  in  another  skill.  The  other,  from 
Texas,  implying  Mr.  Plantz  was  unin- 
formed in  economics.  It  is  easy  to  de- 
velop a  smug  optimism  from  behind  a 
steady  paycheck. 

My  bias  lies  in  my  experience.  I  was 
the  age  of  Mr.  Plantz  when,  with  many 
petroleum  engineers  and  geologists,  I 
found  my  job  wiped  out.  I  learned  a  new 
skill  after  long  unemployment.  Now, 
with  only  two  years  left  to  (lualify  for  a 
small  pension  and  then  forced  retire- 
ment, I*  am  out  of  a  job  again.  The  air- 
craft industry  was  the  only  one  I  could 
finil  back  in  the  Sixties  which  would  hire 
a  man  of  55.  And  I  tried  from  the  Mis- 
sissippi Riser  to  the  Pacific. 

— R.C.  TUTTLE 

Tnlsa,  Okla. 

How  Best  To  Serve 

Sir:  In  the  Feb.  1  issue  "Fact  & 
Comment,"  you  are  right,  certainly,  that 
heated  respon.se  from  the  business  sector 
to  unfair  charges  or  unreasonable  de- 
mands rarely  serves  the  public  interest. 
We  convince  others  by  our  actions  and 
not  our  assertions,  as  a  rule. 

But  I  also  believe  we  are  obligated  to 
our  customers,  employees  and  stockhold- 
ers   to    refute— in    cool,    clear    terms— any 
misleading   statements   from   sources    the 
public  could  expect  to  be  accurate  or,  at 
.least,  unbiased.  In  such  instances,  silence 
is  a  righteous  luxury  which  serves  no  one. 
—John  D.  deButts 
Vice  Chairman, 
American  Telephone  &  Telegraph  Co. 
New  York,  N.Y. 
(Continued  on  page  88) 
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E.I.  DU  PONT  DE  NEMOURS  &  COMPANY 

Wilmington,  Del,,  February  15,  1971 
The  Board  of  Directors  today  declored 
regular  quarterly  dividends  of  $1.12V2  a 
shore  on  the  Preferred  Stock — $4.50  Series 
and  37V2<  a  share  on  the  Preferred  Stock 
— $3.50  Series,  both  payable  April  24, 
1971,  to  stockholders  of  record  ot  the 
close  of  business  on  April  8,  1971;  also 
$1 .25  a  shore  on  the  Common  Stock  as  the 
first  quarterly  interim  dividend  for  1971, 
payable  March  13,  1971,  to  stockholders 
of  record  at  the  close  of  business  on 
Februory  24,   1971. 

H.  T.  Bush,  Jr.,  Secretary 


Batter  things  for  better  living 
.  .througti  ctiemistry 
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This  advertise mt-nt  is  nut  an  off ering.  No  offering  is  made  except  hy  a  Prospectus  filed  with  the  Department  of  Law  of 

the  State  of  New  York  and  the  Bureau  of  Securities,  Department  of  Law  and  Public  Safety  of  the  State  of 

New  Jersey.  Neither  the  Attorney  General  of  the  State  of  New  York  nor  the  Attorney  General  of  the  State 

of  New  Jersey  nor  the  Bureau  of  Securities  of  the  State  of  New  Jersey  has  passed  on  or  endorsed 

the  merits  of  this  offering.  Any  representation  to  the  contrary  is  unlawful. 

February  19, 1971 

350,000  Shares 

LENNAR  CORPORATION 
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Price  $25  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  several 
widerwriters  aj  may  lazcfully  offer  these  securities  in  such  State. 
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PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

QUARTERLY  DIVIDENDS 

The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  March  31,  1971: 


All  dividends  are  payable  on  or  be- 
fore March  31,  1971  to  stockholders 
of  record  March  1,  1971. 

MALCOLM  CARRINGTON,  JR. 
Secretary 


Dividend 

Class  of  Stock 

Per  Share 

Common 

$   .41 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

9.62%  Series 

2.405 

PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


BUILO  A  $75,000 
YEARLY  BUSINESS 

of  your  own  and  escape  salaried  drud- 
gery tor  lite  IVIost  rewarding  opportunity 
on  the  American  scene  today.  Request 
evidential  booklet  "New  Roads  To  Op- 
portunity &  Wealth". 
R.R.R.  INC.,  Box  22125,  Denver,  Colo.  80222 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 
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ABRAHAM  &CO. 

Members  New  York  Stock  Exchange 

and  other  leading  Exchanges 

120  Broadway,  New  York.  N.  Y.  lOOOS 


READERS  SAY 


(Continued  from  page  87) 

At  These  Prices? 

Sir:  Somehow,  having  cracked  the 
glass  in  a  paint-stuck  window  of  a 
friend's  apartment,  I  find  it  awfully  dif- 
ficult to  wax  enthusiastic  about  the  (al- 
leged) "long-term"  prospects  for  housing 
stocks : 

1    window   glass    (30x30)  $  7.30 

Sales  Tax:   5%  .37 

Labor  16.50 
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$24.17 
Total  elapsed  time  required,  according  to 
the  friend:  "Exactly  ten  minutes.  Not 
over  15  at  the  most."  On  second  thought, 
I  was  probably  lucky.  I  might  have 
broken  a  faucet. 

— C.  Hawley  Sumner 
Palo  Alto,  Calif. 

In  a  Proud  TradHion 

Sir:  Compassion  shows  through  in 
Forbes'  fine  editorial  (Jan.  15)  about  our 
Coast  Guard.  We  especially  appreciate 
your  fairness  in  asking  your  readers  to 
balance  the  single  incident  that  dis- 
tressed us  all  in  1970  against  the  Coast 
Guard's  proud  history  of  public  service 
that  dates  back  to  1790. 

Each  year  Coast  Guardsmen  save  more 
than  2,000  lives  at  the  risk  of  their  own— 
with  no  questions  asked  as  to  race,  na- 
tionality or  politics.  Through  the  years  its 
ships  and  stations  have  been  a  haven  for 
refugees,  whether  from  political  oppres- 
sion, flood  or  storm.  I've  seen  their  of- 
ficers in  action  in  international  confer- 
ences to  find  better  ways  to  clean  up  our 
oceans  and  keep  them  clean.  In  this 
country,  I've  visited  their  ships,  tlieir  sta- 
tions, their  Academy.  And  I've  always 
come  away  a  little  prouder. 

—John  A.  Volpe 

The  Secretary  of  Transportation, 

Washington,  D.C. 

Good  Luck,  Air.  Lear 

Sir:   I  hope  Mr.   [William]   Lear  gets 
somewhere,    sometime,    with    his     [non- 
polluting]   engine    (Forbes,  Feb.  J).  In 
tlie     meantime,     there     is     another     guy 
named  Wallace  Minto,  who  has  similar  , 
ambitions,   enormous   determination,   and  j 
even  a  little  bit  of  luck.  If  his  luck  con- 
tinues,  his  engine  might  enter  the   U.S. 
by  way  of  Japan.  This  could  hardly  fail 
to  make  quite  an  impression  on  American.J 
automobile  manufacturers.  ^ 

—Elizabeth  BhockmaN  " 
St.  Petersburg,  Fla.  >• 

Porf  Three  | 

Sir:  There  is  a  third  part  to  the  joke-' 
you  ((uoted  in  the  Feb.  15  issue  (Fact  <b- 
Coinincnt):    A    recession    is    when    your  , 
neighbor   loses   his   job;    a    depression   is 
when  you  lose  your  jol);  a  panic  is  when 
your  wife  loses  her  job! 

— RoiiERT  Orben  I 

The  Comedy  Center  ; 

Brooklyn,  N.Y.' 

FORBES,    MARCH    15,    1971 


Forbes 


Index  of  Advertisers-MARCH  15,  1971 

Z^  Indicated  below  are  those  general  advertisers  who  will  make  additional  information  or  annual  reports  available  to 
Forbes  readers  as  stated  in  their  advertisements  on  the  pages  noted. 


ABRAHAM  &  COMPANY    88 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 

THE  AUSTIN  COMPANY  32 

Agency:    Fuller    &    Smith    &    Ross    Inc. 

BANK  OF  AMERICA  Back  Cover 

Agency:    D'ArcyMacManus- 
Intermarco.  Inc. 

CNA/financiai 73 

Agency:   Post-Keyes-Gardner  Inc. 

CADILLAC    MOTOR   CAR    DIVISION 
GENERAL    MOTORS   CORPORATION   64-65 

Agency:    MacManuS,  John  & 

Adanns.  Inc.,  Division  of 
DArcyMacManus- 
Intermarco.   Inc. 

□  CANADIAN    IMPERIAL 

BANK  OF   COMMERCE  69 

Agency:    Albert  Frank  Guenther  Law, 


Inc. 

CANON    USA.    INC. 

Agency:   Dentsu  Corporation  ot 
America 


30 


CEDAR    STREET 

CONSULTANTS,    INC.       80 

Agency:  The  Leo  Baron  Agency 
Inc.  Advertising 

CHEVROLET    MOTOR    DIVISION 
GENERAL   MOTORS   CORPORATION       .    27 

Agency     Campbeii-Ewald  Company 

CHROMALLOY    AMERICAN 

CORPORATION  13 

Agency:   Universal  Public  Relations, 
Inc. 

O   THE    CITIZENS    AND 

SOUTHERN    NATIONAL    BANK     4 

Agency:   J.   Walter   Thompson   Company 


CLARK  EQUIPMENT  COMPANY 

Agency:   Marsteller  Inc. 


36-37 


n   COLUMBUS.    GEORGIA 

CHAMBER   OF   COMMERCE    13 

Agency:    Doug  Pritchett 
Advertising,  Inc. 

O  THE  DADE  COUNTY 

DEVELOPMENT  DEPARTMENT   41 

Agency:    Samuel  B    Crispin  & 
•  Associates 


THE  DANFORTH  ASSOCIATES   .     . 

Agency:   Wunderman,  Ricotta  & 
Kline,  Inc. 


85 


DOW  THEORY   FORECASTS,   INC.         .  .    78 

Agency:  Thomas  &  Lee  Advertising 


E.  I.  duPONT  de  NEMOURS 

&   COMPANY  87 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 


Q   EMPIRE  DIAMOND  CORPORATION 

Agency:   Dobbs  Advertising 
Company,  Inc. 


12 


FINANCIAL   WORLD     81 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 


FIRST   NATIONAL 

STATE    BANCORPORATION     60 

Agency:   Williams  and  London 
Advertising 


FORBES  MAGAZINE 58,  63°  &  66 

□  FORT    HOWARD    PAPER    COMPANY    56-5/ 

Agency:   Marsteller  Inc. 

n   FRUEHAUF  CORPORATION 18 

Agency:    Burton  Sohigian  Inc. 

FUNDSCOPE      82 

Agency:    Doremus  &  Company,  Ltd. 

□  GARDEN  WAY  RESEARCH 60 

Agency:    Precision  Marketing 
Associates,  Inc. 

GOULD    INC 45 

Agency:   RVI  Corporation 

□  GOVERNMENT    OF    CANADA- 
DEPARTMENT    OF    REGIONAL 
ECONOMIC    EXPANSION        17 

Agency:    Inter  Canada  Advertising 
Agency 

□  GREAT    NORTHERN 

NEKOOSA    CORPORATION    48 

Agency:    Marsteller  Inc. 

THE    GREYHOUND    CORPORATION     ...   3 
Agency:   Grey-North  Inc. 

GROWTH  FUND  RESEARCH,  INC 85 

Agency:    Leiand  Hill  Advertising 


GROWTH   INDUSTRY  SHARES,  INC. 

Agency:    Hoffman-York,  Inc. 


.   87 


a   FRANK  B.   HALL  &  CO.,   INC.    38 

Agency:   AC&R  Advertising  Inc. 


JOHN  S.  HEROLD,  INC. 

Agency:   Humbert  &  Jones,  Inc. 


80 


THE    HOLT    INVESTMENT   ADVISORY      76 

Agency:     TJH  Associates,  Inc. 

D    INSTITUTE  FOR  DECISION 

MAKING 68 

Direct 


INVESTORS  RESEARCH  COMPANY 

Agency:   Palmer,  Larson  & 
Bateman,  Inc. 


82 


THE    JOHNSTON    MUTUAL 

FUND    INC.  87 

Agency:    Pace   Advertising   Agency,    Inc. 

LTV  AEROSPACE  CORPORATION  28-29 

Agency:   Tracy-Locke  Company,  Inc. 

□    MCDONNELL   DOUGLAS 

CORPORATION      8 

Agency:  J.  Walter  Thompson  Company 


MARINE  MIDLAND  BANKS,  INC. 

Agency:    Grey  Advertising  Inc. 


.  52-53 


□    MARSH  &  MCLENNAN 

INCORPORATED     3rd    Cover 

Agency:  J.  Walter  Thompson  Company 

MARTIN    MARIETTA   CORPORATION   46-47 

Agency:    Redmond  Marcus  &  Shure 
Incorporated 

MERRILL    LYNCH,    PIERCE,    FENNER 

&  SMITH   INC.    75 

Agency:   Foote,  Cone  &  Belding 


□    MERRILL  LYNCH,  PIERCE,  FENNER 

&  SMITH  INC.  

Agency:   Ogiivy  &  Mather  Inc. 


METROPOLITAN    LIFE 

INSURANCE    COMPANY     61 

Agency:   Young  &  Rubicam,  Inc. 

MOHAWK   DATA 

SCIENCES  CORP 10-11 

Agency:   The  Lampert  Agency,  Inc. 

D   MONSANTO  COMPANY.  INC.    14 

Agency:   The  Advertising  and 
Promotion  Group 

D    NORTH     AMERICAN     ROCKWELL     CORP.- 
HATTERAS   YACHT   DIVISION    60 

Agency:   James  R.  Fox  Advertising 

PHELPS    DODGE 

INDUSTRIES,    INC 35 

Agency:   Compton  Advertising,  Inc. 

D   PITNEY-BOWES.    INC 40 

Agency:   de  Garmo,  Inc. 


T     ROWE    PRICE    GROWTH 

STOCK    FUND,    INC 84 

Agency:   VanSant,  Ougdale  and 
Company,  Inc. 


PUBLIC    SERVICE    ELECTRIC 
AND    GAS    COMPANY    

Agency:   Doremus  &  Company 


88 


D    R.R.R.    INC.     88 

Agency:   FRA  International,  Inc. 

D    RANCO    INDUSTRIAL 

PRODUCTS    CORP 12 

Agency:   Mt.    Pleasant    Advertising,    Inc. 

D    ROCKWELL   MANUFACTURING 

COMPANY      33 

Agency:   Marsteller  Inc. 

D    SANGRE    DE    CRISTO 

•      RANCHES  INC.    63 

SHEARSON,    HAMMILL   &   CO. 

INCORPORATED      88 

Agency:    Doremus  &  Company 

SPEAR    &    STAFF,    INC. 
INVESTMENT    MANAGEMENT 

DIVISION        84 

Agency:   Kenyon  &  Eckhardt,  Inc., 
Advertising 

TV   GUIDE   MAGAZINE 

Div.  of  Triangle  Publications,   Inc.    ...    55 

Agency:  N.  W,  Ayer  &  Son,  Inc. 

UNITED    STATES    FIDELITY 

AND   GUARANTY    COMPANY    80 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 

UNIVERSAL  OIL  PRODUCTS 

CO. 2nd  Cover 

Agency:   Campbell-Mithun,  Inc. 


UTAH    POWER   &   LIGHT   CO 60 

Agency:   Gillham  Advertising,  Inc. 


THE    VALUE    LINE 

INVESTMENT   SURVEY    83 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 


71 


XEROX     CORPORATION        

Agency:    Needham,  Harper  & 

Steers,  Inc.,  Advertising 


.6-7 


FORBES.    MARCH    15,    1971 


*  partial  run 


89 


THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


Spring  is  a  natural  resurrection,  an 
experience  in  immortality. 

— Henby  David  Thoreau 


A  good  many  gifted  people  would 
accomplish  more  in  life  if  thorns  grew 
on  laurels,  so  they  would  be  harder  to 
rest  upon.         —Rush  Middlecombe 


Spring    is    sooner    recognized    by 
plants  than  by  men. 

— CraNESE  Proverb 


Keep  a  definite  goal  of  achieve- 
ment constantly  in  view.  Realize  that 
work  well  and  worthily  done  makes 
life  truly  worth  living. 

— Grenville  Kleiser 


The  world  more  frequently  recom- 
penses the  appearance  of  merit,  than 
merit  itself.         —La  Rochefoucauld 


There  is  something  that  is  much 
more  scarce,  something  finer  far, 
something  rarer  than  ability.  It  is  the 
ability  to  recognize  ability. 

—Elbert  Hubbabd 


There  are  no  hard  times  for  good 
ideas.  — H.  Gordon  Selfridge 


To  do  what  is  impossible  to  talent 
is  the  mark  of  genius.     — F.G.  Amiel 


That  which  we  persist  in  doing  be- 
comes easier  for  us  to  do.  Not  that 
the  nature  of  the  thing  is  changed, 
but  that  our  power  to  do  is  increased. 
— Hebeb  J.  Grant 


A  pint  can't  hold  a  quart.  If  it  holds 
a  pint,  it  is  doing  all  that  can  be  ex- 
pected of  it.        —Margaret  Deland 


Amateurs  hope;  professionals  work. 
— Garson  Kanin 


I  am  a  great  believer  in  luck,  and  I 
find  the  harder  I  work  the  more  I 
have  of  it.  —Stephen  Leacock 


The  thrust  of  ambition  is,  and  al- 
ways has  been,  great,  but  among  the 
bright-eyed  it  had  once  a  more  ad- 
venturous and  individualistic  air,  a 
much  more  bracing  rivalry. 

—Louis  Kronenbergeb 


The  wheel  of  fortune  turns  round 
incessantly,  and  who  can  say  to  him- 
self,  "I   shall   today   be   uppermost." 
—Confucius 


B.  C.  FORBES 

It  is  as  true  today  as  it  was 
yesterday  and  will  be  tomorrow 
and  many  tomorrows  thereafter 
that  a  good  workman  must  ever 
and  always  pass  a  poor  work- 
man. The  world  still  beats  a 
track  to  the  door  of  the  man 
who  is  most  able  in  his  line, 
even  if  that  line  be  only  the 
making  of  mousetraps. 


Unless  we  make  ourselves  useful, 
we  can't  expect  the  world  to  pay 
much  attention  to  us. 

—William  Feather 


Where  we  cannot  invent,  we  can  at 
least  improve.  —Caleb  Colton 


No    amount    of    ability    is    of    the 
slightest  avail  without  honor. 

— Andbew  Carnegie 


Work  only  tires  a  woman,   but  it 
ruins  a  man.         —African  Proverb 


It  is  not  the  ship  so  much  as  the 
skillful  sailing  that  assures  the  pros- 
perous voyage. 

— Geobge  William  Cubtis 


Praise  is  a  debt  we  owe  unto  the 

virtue   of   others,   and   due   unto   our 

own  from  all  whom  malice  hath  not 

made   mutes,   or   envy  struck   dimib. 

—Thomas  Browne 


When  a  poet  mentions  the  spring 
we  know  that  the  zephyrs  are  about 
to  whisper,  that  the  groves  are  to  re- 
cover their  verdure,  the  linnets  to 
warble  forth  their  notes  of  love,  and 
the  flocks  and  herds  to  frisk  over 
vales  painted  with  flowers. 

—Samuel  Johnson 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . . . 


Sent  in  by  Raymond  R.  Mc- 
Creight.  Raytown,  Mo.  What's 
your  favorite  text?  The  Forbes 
iScrapbook  of  Thoughta  on  the 
Business  of  Life  is  presented  to 
senders  of  texts  used. 


And  whatsoever  ye  do,  do  it  heartily, 
as  to  the  Lord,  and  not  unto  men. 

— COLOSSIANS  3:23 
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The  MU-2  Gives  You 

TWO 

2  Full  Years  Warranty 


You  know  of  course  that  the  MU-2 
airframe  has  a  projected  life  of  50 
years*  (you  probably  won't  fly  one  that 
long).  Now,  as  further  proof  of  the 
structural  integrity  of  the  MU-2,  owners 
are  given  a  full  2 -year  warranty  cover- 
ing the  entire  airframe.  The  best  in  its 
category. 

Hundreds  of  MU-2  owners  have  dis- 
covered how  strong  and  ruggedly  built 
the  MU-2  really  is.  They've  discovered 
how  the  MU-2F  and  MU-2G  outper- 
form competitive  prop-jets  simply 
because  they  are  the  only  prop-jets  in 
their  category  designed  to  utilize  a 
low-drag  high-speed  wing;  to  use 
spoilers  instead  of  ailerons;  and.  has 
full  span  flaps  for  extra  short  field 
capability.  These  are  advanced  design 
features  which  our  competition  (con- 
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verted  piston  aircraft)  just  can't 
employ 

Because  of  these  and  other  proven 
reasons,  the  MU-2's  percentage  of 
prop-jet  sales  increased  during  the 
past  year  —  one  of  the  toughest  in 
years. 

The  MU-2  is  a  good  airplane. 
Owners  tell  us  it's  the  best  in  the  busi- 
ness. So  that  you'll  know  we  believe 
in  it  too  we're  backing  it  with  the  best 
airframe  warranty  in  its  category  — 
two  full  years. 

Evaluate  the  advantages  in  perfor- 
mance and  low  cost  of  operation  found 
only  in  the  MU-2.  Write  Mitsubishi 
Aircraft  International,  P.  O.  Box  3848, 
San  Angelo,  Texas  76901  or  call 
915-944-1511. 

"Based  on  500  flight  hours  per  year. 
p0B0O8A8Sa 
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The  alarm  is  ringing. 

It's  time  to  wake  up  and 

GET  TO  WORK 


We've  been  asleep  all  too  long. 

The  harsh  alarm  of  mounting  crime  had  better 
wake  us  up  to  be  severe,  not  soft,  with  unspeak- 
able criminals  who  should  be  in  maximum  se- 
curity jails,  not  loose  on  bail  or,  after  trifling 
sentences,  free  to  kill  and  rape  and  destroy  again. 

The  alarm  of  inflation  has  been  ringing  for  all 
to  hear.  It's  high  time  pay  increases  are  matched 
by  increased  productivity. 

The  pollution  alarm  has  been  ringing  for  years, 
and  only  a  few  companies,  a  few  people,  have 
taken  heed.  We'd  better  all  get  to  work  fast,  while 
there  is  still  air  to  breathe,  water  to  drink. 

Everyone  has  heard  the  alarm  of  too  much  gov- 


ernment, too  many  give-away  bureaus.  Yet  the 
selfish  who  benefit  at  your  expense  and  mine  have 
been  muffling  the  sound  with  sobs,  lulling  us  back 
to  sleep. 

And  there's  one  alarm  that  hasn't  gone  off  yet; 
when  it  does  it  will  be  too  late  —  the  alarm  of  na- 
tional safety,  hope  for  a  future  in  freedom. 
Enemies  keep  tiptoeing  in,  turning  off  that  alarm 
while  we  sleep,  perhaps  already  too  long. 

Until  these  last  few  years  this  was  a  work  na- 
tion. We  worked  for  everything  we  had,  we  worked 
for  law  and  decency  and  national  security. 

We'd  better  listen  to  the  alarms,  and  get  back 
to  work.  While  there  is  time. 


Greater  output  from  Warner  &  Swasey's  numerically 
controlled  shaft  turning  machines  helps  customers 
maintain  a  strong  competitive  position. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


''91/2  million  homes  will  be  built  by  1975. 
And  Fraehauf  will  help  build  them'' 


\ 
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The  National  Association  of 
Home  Builders  estimates  that, 
between  1971  and  1975,972 
million  new  homes  will  be  builtin 
this  country— a  multi-billion  dollar 
market  in  which  Fruehauf 
Corporation  is  already  involved. 

Through  our  Fruehauf 
Buildings  Division,  we're 
designing  and  developing 
modular  townhouses  built  with 
assembly  line  techniques  and 
economies.  These  are  the  same 
modern  methods  Fruehauf 
Corporation  is  already  using  to 
manufacture  diversified  equip- 
ment and  systems  for  the 
transportation  industry. 

And  we're  not  the  only 
people  who  believe  this  is  the 
housing  of  the  70's.  As  a  recent 
study  of  the  housing  market  of 
the70's  put  it:  "The  future  market 
for  industrialized  building  systems 
in  the  United  States  will  be  huge. 
And  the  $2.5  billion  market  for 
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modular  housing  estimated  for 
1975  is  only  part  of  that  total." 

Our  pilot  plant  i's  already 
•in  operation,  and  plans  are  well 
underway  for  construction  of  an 
$8  million  plant  capable  of 
producing  5000  housing  units 
annually. 

Our  new  brochure, 
"Townhouses  by  Fruehauf",  and 
the  1970  Annual  Report  tell  you 
more.  For  copies  write  Fruehauf 
Corporation, 
10900  Harper, 
Detroit, 
Michigan 
48232. 


TRANSPORTATION 


Source - 

U.S.  Depf.  of  Commerce,  and  fconomics  Oept. — NAHB. 


Fruehauf. 
A  company  building 
for  the  70's  through 
Total  Transportation. 
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Westinghouse  growth 
Transportation  market 
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"Our  mass  transportation  business 
has  doubled  in  the  last  four  years. 

"In  this  time,  the  market  became 
much  larger,  as  more  cities  acted  to 
relieve  traffic  congestion.  During  the 
next  five  years  we  expect  much 
greater  growth,  stimulated  in  the  U.S. 
by  the  federal  commitment  of  $3.1 
billion  support  for  public  transporta- 
tion. Overseas  markets  are  also  de- 
veloping rapidly. 

"While  new  transportation  systems 
are  providing  the  growth,  the  market 
stands  on  a  solid  base  of  replacement 
business.  The  New  York  City  Subway 
System  alone  buys  some  200  new 
cars  a  year,  and  there  is  a  compar- 
able market  in  the  commuter  railroads. 

"We  are  penetrating  the  market 
with  a  broader  range  of  products.  In 
San  Francisco's  Bay  Area  Rapid 
Transit,  for  example,  we  are  supply- 
ing over  half  the  value  of  the  cars— 
we  used  to  supply  a  third.  We  are 
getting  about  an  equal  sales  volume 
as  prime  contractor  for  automated 
train  control  and  communications  for 
the  entire  transit  system. 

"Looking  ahead  to  people's  future 
transportation  needs,  we  are  building 
a  position  in  the  electric  vehicle  mar- 
ket. Our  mass  transportation  products 
seem  favored  by  the  times,  since 
none  of  them  pollute  the  air. 

"For  Westinghouse,  transportation 
is  well  over  a  $100  million  business 
now.  We  expect  very  strong  growth 
over  the  decade  ahead." 


T?{K-i^ 


R.  E.  Kirby,  President 
Industry  &  Defense  Company 
Westinghouse  Electric  Corporation 
March  1,  1971 


San  Francisco  Rapid  Transit 
-$65  Million  Job  For  Westinghouse 


BART  computer-supervised  control  system  can  readily  handle  105  trains  at  once.  In 
peak  hours,  computer  will  make  "decisions"  on  train  performance  every  half  second, 
too  fast  for  human  response. 


San  Francisco  will  soon  see  comple- 
tion of  the  first  completely  automated 
rapid  transit  system  in  the  world. 

The  Bay  Area  Rapid  Transit  (called 
BART)  will  be  capable  of  carrying 
100,000  people  an  hour.  With  an  oper- 
ating speed  of  80  mph,  it  will  have  the 
shortest  trip  time  of  any  mass  transit 
system  in  the  world.  While  human 
operators  will  be  aboard  all  trains, 
control  of  trains  will  be  100%  han- 
dled by  an  automatic  control  system 
supervised  by  a  Westinghouse  cen- 
tral computer. 

For  the  first  time,  one  manufacturer 
will  supply  both  system-wide  train 
control  and  the  car  propulsion  sys- 
tem. Westinghouse  is  prime  contrac- 
tor for  the  complete  BART  control  and 
communication  systems— safety, 
train  scheduling,  routing  and  speed 


control,  and  two  way  communica- 
tions between  Central  Control  and 
each  car.  In  addition,  for  all  250  cars, 
we  are  supplying  motors,  controls, 
air  conditioning  and  auxiliary  power 
to  the  Rohr  Corporation,  builder  of 
the  cars.  Our  total  sales  for  BART 
exceed  $65  million. 

The  next  five  years  will  see  a  num- 
ber of  such  large,  high-traffic-density 
systems  under  construction  in  this 
hemisphere.  Westinghouse  has  the 
order  for  propulsion  equipment  for 
196  cars  for  the  new  transit  system 
in  Sao  Paulo,  Brazil;  we  are  now  bid- 
ding on  the  train  control.  Soon  to  call 
for  bids  are  Washington,  D.C.,  New 
York's  new  2nd  Avenue  line,  San 
Francisco's  new  MUNI  system,  Cara- 
cas and  Rio  de  Janeiro. 


Technological  Edge  Sharpened  Since  1964 


R&D  started  in  1964  has  given  West- 
inghouse an  edge  in  car  propulsion 
control  and  total  system  control. 

A  solid-state  "chopper"  propulsion 
control  gives  exceptionally  smooth 
operation,  high  reliability— and  lower 
operating  costs  than  old-style  con- 
trols. First  ordered  for  San  Francisco's 
new  Bay  Area  Rapid  Transit,  it  will 


also  be  used  in  Sao  Paulo,  Brazil. 

As  for  the  total  transit  system,  West- 
inghouse has  developed  the  three 
most  automated  control  systems 
being  built:  the  San  Francisco  BART 
system,  and  the  Tampa  and  Seattle- 
Tacoma  airport  systems.  All  will  be 
faster,  smoother  and  safer  than  they 
could  possibly  be  with  manual  control. 


Commuting 
Without  Waiting 


We  started  with  the  idea  that  you 
should  never  have  a  long  wait  for  a 
train.  Day  and  night,  trains  two  min- 
utes apart— long  trains  in  rush  hours, 
short  trains  in  the  slack.  The  trains 
run  without  operators,  under  remote 
computer  supervision.  That  is  the 
Westinghouse  Transit  Expressway 
concept.  It  has  been  tested  for  two 
years  on  a  1.7  mile  test  loop. 

There  are  about  70  U.S.  cities 
where  this  medium-traffic-density 
system  would  fit.  Compared  to  cus- 
tomary solutions,  Transit  Expressway 
offers  them  purer  air  and  less  loss  of 
taxable  land.  We  see  it  as  a  potential 
market  maker. 


New  Market: 
Airports 


Transportation  Refrigeration 
Grows  Steadily 


First  line,  downtown  Pittsburgh  to  South 
Hills  suburbs,  will  run  about  10  miles. 


The  first  application  of  this  concept 
will  be  in  Pittsburgh  (the  system  fits 
cities  of  the  middle  size).  The  Pitts- 
burgh design  was  developed  in  co- 
operation with  the  Department  of 
Transportation  and  the  County  Port 
Authority.  Land  is  being  acquired, 
final  plans  and  bid  specifications  are 
being  developed.  System  operation 
is  scheduled  for  1975. 


You  won't  run  for  your  plane  at  the 
new  Tampa  International  Airport.  You 
will  be  able  to  park  your  car  at  the 
main  terminal  and  reach  your  plane 
at  a  distant  "airside"  building  in  3 
minutes.  Riding. 

Your  transportation  is  a  "horizontal 
elevator"— something  of  a  cross  be- 
tween a  bus,  a  train  and  a  regular 
elevator.  It  moves  people  from  build- 
ing to  building  as  conveniently  as 
regular  elevators  move  them  floor  to 
floor.  The  entire  system  was  devel- 
oped and  installed  by  Westinghouse. 

The  cars  have  rubber  tires.  They 
ride  on  concrete  tracks.  They  work 
like  elevators  (except  that  you  don't 
even  have  to  press  a  button).  Every- 
thing down  to  the  opening  of  the 
doors  is  controlled  automatically. 

Our  second  airport  is  Seattle- 
Tacoma,  where  the  same  transporta- 
tion job  will  be  done  by  another  West- 
inghouse "horizontal-elevator"  sys- 
tem, now  under  construction. 

Over  the  next  few  years,  there  are 
as  many  as  20  potential  opportunities 
for  such  people-moving  systems  at 
U.S.  airports,  plus  several  overseas. 
In  addition,  we  are  actively  negotiat- 
ing "horizontal  elevator"  systems  for 
locations  where  buildings  are  far 
apart  and  people  are  in  a  rush.  These 
include  large  commercial  develop- 
ments in  Pittsburgh,  Seattle,  Dallas, 
Houston,  Washington,  D.C.,  San 
Francisco,  and  New  York;  and  a  cam- 
pus system  for  the  University  of  West 
Virginia. 


^^BP  V' 

Over-the-road  shipments  of  perishables 
depend  on  self-contained  refrigeration 
units,  such  as  this  Thermo  King  "Crown 
500."  (In  extreme  cold  temperatures,  it 
can  also  supply  heat  to  protect  cargoes 
from  freezing.) 

Through  our  subsidiary  Thermo  King, 
Westinghouse  is  a  major  supplier 
of  the  refrigeration  units  you  see 
mounted  on  truck  trailers,  city  deliv- 
ery trucks,  railroad  cars  and  con- 
tainers for  overseas  shipment.  This 
is  a  large  and  steadily  growing  mar- 
ket in  the  U.S.,  and  Thermo  King  has 
a  strong  position. 

We  are  also  strong  in  Europe,  where 
the  market  is  growing  still  more 
rapidly.  To  serve  this  market  we  are 
manufacturing  transport  refrigeration 
in  Liege,  Belgium,  and  are  also  broad- 
ening our  already  large  European 
network  of  servicing  dealers. 
•  •  • 

We  Develop  A  Market 
Position  Overseas 

Our  Belgian  subsidiary,  ACEC, 
makes  complete  control  and  traction 
equipment  for  electric  locomotives. 
Cenemesa,  subsidiary  in  Spain,  also 
produces  traction  equipment.  This 
manufacturing  ability,  strengthened 
by  U.S.  technology,  puts  us  in  a  fav- 
orable position  to  expand  in  Europe. 

For  Brazil's  new  Sao  Paulo  subway 
system,  we  are  producing  over  $10 
million  worth  of  propulsion  equip- 
ment, largest  overseas  transit  order 
received  by  a  U.S.  manufacturer  in 
the  last  25  years. 

You  can  be  sure...if  it's  Westinghouse 


You  enter  through  double  sliding  doors 
like  any  elevator's.  But  instead  of  going 
up  to  the  next  floor,  you  go  sideways  to 
the  next  building. 


W 
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HOW  BIG  IS  BEST? 

Best  is  big  enough  to  do  the  job  better  than  anybody  else. 

In  magazine  advertising,  the  best  page  size  is  the  one  that 
gets  read  best.  And  that's  a  people  measurement.  Are  they  the  right 
people?  Will  you  get  the  best  readership  for  your  money? 

Last  year,  advertisers  spent  $76  million  to  reach  our  readers. 
Enough  to  move  us  past  Look  into  third  place  among  all  magazines. 

That  should  tell  you  something  about  the  jnarkets  you  can 
target  among  our  almost  33.8  million  adult  readers. 

The  way  they  read  ads  is  equally  impressive.  Run  the  same 
ad  in  TV  Guide  and  Life,  Look  or  Digest.  We'll  give  you  more 
readership  for  your  ad  dollar  just  about  every  time. 

TV  Guide.  An  essential  magazine  to  its  readers.  A  hardwork- 
ing magazine  for  its  advertisers. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 

Sell  with  the  one  that's  selling. 


Sources;  PIB,  Simmons,  Starch. 
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Side  Lines 


"Our  Lips  Are  Sealed' 

or 
Ambiguity  Revisited 


Okay,  we  don't  expect  all  publicly  owned  companies  to  love  us,  be- 
cause we  often  say  things  some  of  them  don't  like.  But  we  do  expect 
them  to  answer  reasonable  requests  for  information.  How  galling, 
then,  it  is  to  be  put  off  with  this  excuse:  "We'd  love  to  cooperate, 
but  we've  just  gone  into  SEC  registration  with  a  new  issue  of  securities 
and  our  lawyers  say  we  would  be  violating  SEC  regulations  [against 
touting  those  securities]  if  we  talked  to  you  now." 

Of  course,  that's  just  the 
time  when  a  company's  af- 
fairs need  the  clo.sest  scrutiny 
of  all.  And  it's  just  the  time 
when  the  Securities  &  Ex- 
change Commission,  which 
is  charged  with  investor  pro- 
tection, .should  encourage  in- 
quiries by  responsible,  seri- 
ou.s  journalists.  And  yet  the 
public  was  recently  treated  to 

the  spectacle— without  any  SEC  rebuttal  that  we  have  been  able  to 
discover— of  Litton  Industries  using  SEC  registration  as  reason  for  re- 
fusing to  answer  certain  questions  at  an  annual  meeting. 

We  have  long  sought  to  discover  how  this  our-lips-are-sealed-be- 
cause-we're-in-registration  myth  got  started,  so  we  grabbed  at  a  recent 
opportunity  to  discuss  it  with  the  SEC's  Chief  Coun.sel,  Neal  S.  McCoy. 
It  was  an  interesting  talk,  but  it  didn't  clarify  very  much.  We're 
afraid  it  shows  the  SEC  itself  is  partly  to  blame  for  this  silly  business. 

For  example,  McCoy  said:  "I  do  not  recommend  that  companies 
flatly  refuse  to  grant  interviews  with  publications  like  yours  solely  on 
the  grounds  that  they  are  in  registration.  Nor  do  I  encourage  them 
to  cooperate.  It's  up  to  the  company."  What  does  that  mean? 

Are  we  being  too  sensitive?  Then  consider  this  further  remark  by 
McCoy:  "Where  companies  who  grant  interviews  while  in  registration 
may  have  trouble  with  us  is  if  the  resulting  article  is  deemed  to  be 
selling  literature."  In  short,  there  shouldn't  be  any  favorable  stories. 
That's  what  he  means  by  selling." 

Please,  Mr.  McCoy.  Selling  literature?  We  remember  a  recent  inci- 
dent with  a  much  publicized  "growth"  company.  We  asked  to  inter- 
view their  top  brass  and  they  knocked  themselves  out  to  cooperate 
with  us.  Apparently  they  hoped  for  a  favorable  story  to  help  them 
sell  a  forthcoming  issue  of  common  stock.  What  did  they  get?  A 
clearly  skeptical  stoiy  about  their  policies  and  prospects.  Suppose 
they  had  put  us  off  on  the  grounds  that  "sorry,  we're  in  registration"? 
We'd  have  done  the  story  anyhow.  But  nobody  "sold"  us  anything. 

For  those  companies  who  worry  about  how  to  interpret  the  SEC's 
ambiguous  edicts,  we'll  pass  on  what  one  of  the  biggest  and  smartest 
companies  in  the  U.S.  told  us  is  their  policy:  "Whether  we're  in  reg- 
istration or  not,  if  a  reporter  comes  to  us  with  legitimate  requests  for 
information  or  interviews,  we  give  it  to  him.  As  we  view  them,  the 
SEC  rules  only  prevent  us  from  soliciting  publicity  when  we're  in  regis- 
tration." Fair  enough,  we  say.  And  refreshingly  unambiguous.  ■ 
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hoTl  be  the  first  to  carpet  a  roof? 
It's  possible,  with  Monsanto's  new  Acrilarf  2000+. 
It  would  insulate  well.  It  can't  rot.  If s  waterproof. 
And  there's  no  fading  problem,  because  it's  colored  all  the 
way  through  each  filament. 

That's  why  if  s  doing  so  well  in  hospitals  and 
schools,  where  carpets  get  terrible  treatment.  (We  tested 

over  a  hundred  hospital  stains  and 
their  solvents;  Acrilan  2000  +  came 
through  with  glowing  colors). 

2000  +  is  not  just  a  name.  If  s  a 
Weatherometer  rating. 

Compare  it  with  wool  where  a 
40  rating  is  standard,  an  80,  excel- 
lent. Our  best  colors  rate  up  to  6000, 
so  we've  really  named  our 
fiber  modestly. 

We're  pleased,  of  course,  with 
p^  the  market  we  see  for  Acrilan  2000+ 
acryfic  fiber. 

But  we're  just  as  pleased  because  this  is  one  of  our  babies, 
conceived  and  developed  in  our  own  laboratories. 
What  will  we  dream  up  next? 
Something  in  animal  genetics?  Electronics? 
Ecological  Engineering?  Agriculture?  Sure.  Anything's 

possible  at  Monsanto:the  science  company. 


I  OR  MORE  INFORMATION  ABOUT  MONSANTO  S  TEXTILt  PRODUCTS.  WRITE  BOX  327E,    MONSANTO  COMPANY,  800  N    LINDBERGH  BLVD.,  ST.  LOUIS.  MO. 


READERS  SAY 


Development  of  Santa  Catalina  Island 

Sir:  As  reported  in  Forbes  ("The  Is- 
land Kingdom  ot  P.K.  Wrigley,"  Nov.  I, 
1970).  unnamed  individuals  charged 
that  "by  diabolical  design  to  a\ oid  heav- 
ier taxation, "  the  Santa  Catalina  Island 
Co.  and  its  president,  Philip  K.  Wrig- 
le> ,  are  holding  back  the  island's  devel- 
opment. These  anonymous  critics  are  at 
least  misinformed. 

Alone  among  the  major  islands  of  the 
Channel  Islands  group,  Santa  Catalina 
Island  provides  public  access  to  large 
areas  of  unspoiled  natural  beauty.  As 
owner  of  appro.ximately  98'?  of  Cata- 
lina's  area,  SCI  is  currently  in  a  period 
of  transition  Irom  almost  exclusive  em- 
phasis on  sightseeing  and  \acation  to 
realizing  a  long-term  goal  of  also  devel- 
oping Catalina  as  a  year-round  place  to 
li\  e  or  have  a  second  home. 

Besides  clean  air  and  a  mild  climate, 
Catalina's  features  that  draw  sightseers, 
\acationers,  and  retirees  include  such 
things  as  quiet  scenic  grandeur;  the 
world-famed  underseas  gardens;  fishing, 
hunting,  and  water  sports;  the  Capri- 
like seaport  of  Avalon;  motor  tours 
through  open  areas  where  buflalo, 
mountain  goats  and  deer  roam  free. 

To  enhance  and  preserve  the  basic 
scenic  assets  of  Catalina,  SCI  began  in- 
vesting in  a  continuing  program  of  ecol- 
ogy, conser\ation,  and  en\ironmental 
control  long  before  these  terms  became 
fashionable.  Some  15, 000  acres  of  land 
have  been  restored  to  their  natural  state, 
counteracting  severe  erosion  problems 
that  took  place  under  former  owners 
due  to  years  of  overgrazing  by  big  herds 
of  sheep. 

.\n  SCI-built  system  of  roads  is  under 
constant  improvement  to  provide  access 
to  the  attractions  of  the  interior,  as  well 
as  transportation  by  buses  to  and  from 
the  "Airport  in  the  Sky,"  ten  miles  from 
.\valon,  and  for  the  comminiities  and 
living  facilities.  This  has  been  accom- 
plished with  SCI's  own  funds  and  with- 
out ta.\  support. 

Two  major  factors  inherent  in  Cata- 
lina's situation  as  an  island  have  ham- 
pered its  development.  One  is  the  pro- 
duction of  an  adequate  supply  of  fresh 
water.  The  second  is  the  need  for  fast, 


dependable  cross-channel  transportation. 

The  fresh-water  needs  have  now  been 
taken  care  of  for  the  foreseeable  future. 
SCI  contracted  in  1962  to  turn  over  to 
Southern  California  Edison  Co.  its  water 
rights  and  production  facilities.  Edison 
has  taken  it  from  there  to  quadruple 
Catalina's  fresh  water  supply. 

The  problem  of  fast  transportation  to 
Catalina  to  serve  visitors  and  future 
commuters  has  not  as  yet  been  fully  re- 
so1\ed.  The  answer  may  be  in  sight  fiom 
several  directions,  including  STOL  air- 
craft, hydrofoils,  hovercraft,  and  new 
and  faster  types  of  surface  vessels. 

Much  of  Catalina's  future  may  center 
around  its  Two  Harbors  area  {see  pho- 
to), already  well-known  to  yachtsmen. 
Bechtel  Corp.,  the  world's  largest  pri- 
vatel\-  owned  construction  and  engi- 
neering firm,  has  spent  over  $1  million 
in  plans  for  de\elopment  of  776  acres 
in  the  Two  Harbors  area. 

.*\t  Fishermen's  Cove,  Santa  Catalina 
Island  Co.  has  given  5.3  acres  to  the 
University  of  Southern  California  for 
their  S1.3-million  Marine  Science  Cen- 
ter, constructed  there  because  of  the  un- 
polluted waters.  At  a  nominal  rental, 
SCI  has  leased  an  adjoining  40  acres  to 
the  University,  to  perniit  it,  by  subleas- 
ing, to  bring  marine-related  businesses 
to  (.\italina.  North  American  Hockwell 
has  invested  $1.50,000  to  be  among 
those  present.  SCI  has  simultaneously 
pushed  ahead  new  projects  in  A\'alon 
where  three  developers  ha\  e  completed 
housing  at  an  in\('stment  of  over  $1 
million. 

Insofar  as  Sills  relationship  to  the 
City  is  concerned  (which  has  a  total  of 
()\er  .500  businesses,  restaurants,  gift 
shops,  food  stores,  and  various  service 
businesses),  the  company  has  piovided 
the  City,  at  little  or  no  cost  to  the  CJity, 
use  agreements,  street  dedications,  ac- 
ccss'routes,  easements  and  lands. 

The  economic  development  of  (lata- 
iina  has  been  a  continuous,  growing  in- 
terest of  the  company  for  man\'  years. 
The  developments  now  in  progress  are 
based  on  comprehensive  studies  which 
ha\e  been  made  by  Stanfoid  Research 
Institute,  by  William  L.  Fereira  and  As- 
sociates, and  by  the  Santa  Catalina  Is- 
land Co.  itself. 

—M.J.  Rentox,  Vice-President 

Santa  Catalina  Island  Co. 

Avalon,  Calif. 


Europe's  largest, 

Spain's  most  modern 

convention,  business 

and  pleasure 

oriented  hotel 
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The  Melia  Castilla 

the  city  within 

a  city  in  the  heart 

of  Europe's 

convention  city 

-  Madrid  - 

Especially  designed  and 
constructed  for  business  and 
pleasure.  Ideally  suited  for 
conventions,  congresses  and 
business  nneetings.  13,600 
square-foot  Convention  hall, 
smaller  meeting  rooms,  pri- 
vate offices  with  secretarial 
service. 

1,000  luxury  rooms  and  suites 
with  private  bath  and  T.  V... 
And  for  your  relaxation, 
shopping  arcade,  night  club, 
swimming  pool,  sauna  and 
15  more  luxurious  hotels  loca- 
ted in  Spain's  finest  resorts: 

MQliaHatals 


OF  SPAIN 


EUROPE'S  FASTEST 
GROWING  HOTEL  GROUP 


Hotel  MELIA  TORREMOLINOS  -  Hotel  MELIA  MADRID  - 
Apartotel  MELIA  MA6ALUF  (Mallorca)  -  Hotel  MELIA 
CORDOBA  -  Motel  MELIA  EL  CABALLO  BLANCO  (Puerto 
de  Santa  Maria  -  Jerez)  -  Hotel  MELIA  GRANADA -Mo- 
tel MELIA  EL  HIDALGO  (Valdepehas  -  Castilla)  -  Hotel 
AGUADULCE  (Almeria)  -  Hotel  S'ARSAMASSA  (Ibiza)  ■ 
Hotel  CARISE  (Almunecar  -  Costa  del  Sol)  ^  HotelMORE- 
QUE  (Tenerife)- Hotel  SOL  Y  NIEVE  (Sierra  Nevada)  - 
Hotel  OLID  MELIA  (Valladolid) -Apartotel  MELIA  CASTI- 
LLA (Madrid)  -  Hotel  MELIA  MALLORCA  -  Hotel  MELIA 
DON  PEPE  (Marbeila) 

Reservations  available  through  all  leading 
travel  agents  in  your  country.  Or:  Utell  In- 
ternational-Essex House -New  York,  N.  Y. 
10019 -Tel:  212  Plaza  72981.  Or  write  to: 
Manuel  Coronado,  V.  P.  Marketing,  Melia 
Hotels(Melia  Building),25  Princesa  St.,Ma- 
drid-8,  Spain.  Tel.  2485800,  Telex:  27333. 
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bivest^ate  our 
liquid  assets 
oyer  lunch. 

You'll  find  the  Plymouth  martini  a  sound 
investment.  Just  as  your  English  counterparts  have. 
Since  1793,  the  British  have  realized  the  virtues 
of  Coates&Co.'s  crisp,  extra-dry  94. 4 proof  gin. 

Things  are  no  different  today. 

We  still  distil  I  with  the  softest,  purest 
water.  And  prized  ingredients, 
ordered  from  different  sources 
to  preserve  our  secret  recipe. 

Discover  the  gin  that 
was  said  to  be  a  favorite  of  the         „  * 

British  Admiralty. 

Order  a  Plymouth  martini. 
A  capital  idea. 

Plymouth  Gin  goes  public. 

94,4  Proof,  100%Grain  Neutral  Spirits,  Schenley  I  mports  Co,,  N,Y.,  NY 
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Distinguished(iylmericans. . . 

Each  new  issue  of  THE  SA  TURD  A  Y  EVENING  POST  will 
pay  tribute  to  the  young  men  of  yesteryear  who  began 
their  careers  as  salesboys  for  the  magazine  and  went  on  to 
distinguished  accomplishment  in  their  chosen  fields.  Mr. 
Executive,  if  you  are  one  of  OUR  BOYS,  please  rummage 
through  your  effects  and  locate,  if  possible,  a  boyhood 
picture  of  you,  preferably  at  work  on  your  magazine  sales 
route;  if  not,  taken  at  about  the  same  time.  Forward  this 
to  us  along  with  a  contemporary  portrait  and  an 
autobiographical  resume.  Welcome  back.  Write  to: 


THE  SATUFWJIY 
EVENING  POST 


1100  Waterway  Boulevard 


Indianapolis,  Indiana  46202 
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Trends 

&  Tangents 


BUSINESS 


In  All  Buf  Name 

Hardly  noticed,  as  big  mutual 
■funds  try  to  get  a  seat  on  the  New 
York  Stock  Exchange,  is  the  fact 
that  a  number  of  funds  already 
have  many  of  the  advantages  of  a 
seat.  How?  Big  Board  member  firms 
now  manage  about  60  mutual 
funds,    with   more   in   registration. 

Running  Account 

Wary  investors  looking  over  new 
stock  registrations  may  soon  get  a 
running  account  of  how  the  offer- 
ing is  selling  and  where  the  money 
is  being  spent.  A  new  rule  proposed 
by  the  SEC  would  require  issuers 
of  new  stock  to  file  reports  every 
six  months  after  registration  to  up- 
date the  initial  prospectus.  The  re- 
ports would  detail  the  volume  of 
stock  sold  and  where  the  proceeds 
were  being  spent.  Reports  are  re- 
quired until  the  firm  makes  use  of 
all  proceeds  from  the  offering.  The 
(Continued  on  page  72) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$4  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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Francis  Scott  Key's 
"Star  Spangled  Banner" 
could  have  been  dictated 
in  2  V2  minutes  with  a 


$8500 


^orelco 


PHILIPS  BUSINESS  SYSTEMS,  INC. 

A   NORTH   AMERICAN   PHILIPS   COMPANY 


.  .  .  for  all  the  men  of  inspiration  in  your 
company.  In  1814  Mr.  Key,  author  of  our  national 
anthem,  observed  the  night-time  shelling  of  Ft. 
McHenry  defending  Baltimore  against  British  attack. 
When  "by  the  dawn's  early  light"  he  viewed  the 
American  flag  still  flying  over  the  fortress,  he  gave 
vent  to  his  feelings  of  pride  and  relief  by  writing  the 
"Star  Spangled  Banner".  For  those  important  mo- 
ments in  your  business  life,  the  Norelco  85  will  help 
you  as  no  other  device  can.  In  today's  complex  world, 
you  need  to  communicate  your  ideas  with  ease  and 
speed  wherever  your  responsibilities  take  you.  The 
lightweight,  compact  Norelco  85  personal  dictater  is 
ideal  for  recording  your  thoughts  and  inspirations. 

Call  your  authorized  Norelco  office  products  dealer. 
See  the  Yellow  Pages  under  "Dictating  Machines." 


PHILIPS  BUSINESS  SYSTEMS,  INC.  F  471 

100  East  42nd  Street,  New  York,  N.  Y.  10017 

Gentlemen: 

D  How  can  I  get  my  hands  on  a  Norelco  $85  Personal  Dictater 
for  my  most  important  thoughts. 

D  Please  send  me  folder  on  how  the  Norelco  Dictation  System 
pays  for  itself  within  one  year. 

Name 


TOO  East  42nd  Street,  New  York,  N.  Y.  10017 


Company. 


Business  Address- 
City,  State 


-Zip- 


Dictation  Equipment  •  Mastercom  &  Paging  Systems  •  Electronic  Printing  Calculators  •  Office  Computers  •  Training  &  Education  Equipment 


Ouniniatte 

ideal 
outtheups 
and  downs. 


inimi 
evels 


Today's  up-and-down  business 
climate  makes  it  hard  for  a 
corporation  to  operate  profitably. 

At  AMF,  we've  found  a  way  to  level 
out  the  bumps.  We  have  a  unique 
idea— a  product  mix  that's  not  only 
sensitive  to  change ...  but  actually 
brings  it  about.  It  turns  worktime  into 
playtime. 

Time,  of  course,  is  the  key.  One 
area  of  our  business  saves  time  for 
industry.  Another  area  helps  people 
fill  their  growing  leisure  time  with  fun. 

Take  the  garment  industry.  AMF 
designs  stitching  machinery  to  help 
produce  more  men's  ready-to-wear 
in  less  time.  From  a  button  stitcher  to 
a  precision  machine  that  "hand- 
stitches"  a  garment  with  such  care 


'/////     x^ 


w  \ 


you'd  think  a  custom 
tailor  had  made  it. 

We  save  so  much 
industrial  time  that  we 
have  to  turn  around  and 
solve  a  problem  we 
created— more  recreational 
time.  And  that's  the  fun  side  of  our 
business— making  sure  people  with 
time  off  have  a  ball.  A  basketball,  a 
bowling  ball,  a  golf  ball.  You'd  be 
hard  put  to  find  a  household  without 
some  kind  of  AMF  ball  in  it. 

How's  our  idea  working?  Well,  our 
concept  of  mixing  business  with 
pleasure  made  our  1970  sales  and 
earnings  the  best  we've  ever  had. 


AMF  Incorporated.  261  Madison  Ave.,    y^  kK| 
New  York,  New  York  10016.  X  XTNrl 


AMF  Automatic 
Button- Stitching 
Mactiine 


AMF  mixes  business  with  pleasure  Profitably 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WAKE  UP,   CUT 

Independent  colleges  and  universities  are  in  trouble.  The 
most  critical  trouble  is  not  the  headlining  confronta- 
tion stuff  or  the  new  look  of  no  morals,  no  morale  and 
wayout  clothes. 

The  critical  trouble  is  money  trouble. 

Educational  institutions  are  faced  with  soaring  costs, 
complicated  by  some  decline  in  Giving  for  assorted  sound 
and  unsound  reasons. 

Survival  of  private  educational  institutions  is  of  prime 
importance  to  our  nation's  future.  It's  time  trustees  legally 

WHOSE  BOX  IS 

Since  1953  the  cost  of  mailing  you  magazines  has  more 
than  doubled  (on  average,  other  things  have  gone  up 
45?).  The  new  postal  rates,  which  will  take  effect  May  15, 
are  programmed  to  increase  the  cost  of  delivering  maga- 
zines to  you  an  added  two-and-a-half  times— a  142%  in- 
crease—over the  next  60  months. 

Second-class  mail  has  already  increased  1  cent  since 
1963,  and  in  the  next  five  years  will  jump  4  cents  more. 

And  first-cIass  mail?  In  1966  it  was  5  cents;  in  May  it 
wiU  be  8  cents;  and  by  1976?  Lord  only  knows. 

Now  this  pouring  out  of  billions  more  annually  for  ever- 
slower  mail  delivery  is  going  to  remain  a  costly  and  vain 
attempt  to  fill  the  proverbial  bottomless  pit  unless  one 
thing  is  permitted— 

Competition. 

The  costs  and  unknown  length  of  time  it  takes  to  mail 
things  from  me  to  you  are  now  about  to  be  so  great  that 


DOWN  OR  DIE 

entrusted  with  an  institution's  life  stop  merely  enjoying 
the  honor  and  start  meeting  the  responsibility. 

Raising  ever  more  money  for  expansion  and  building 
programs  and  expenses,  ad  infinitiun,  is  no  longer  possible. 
While  increasing  excellences  in  all  departments  is  desirable, 
survival  is  more  so.  The  greatest  contribution  businessmen 
on  college  boards  can  make  is  not  more  money  now,  but 
more  .sense  of  budget  and  income,  and  living  within  it. 

Nothing  will  more  quickly  level  hallowed  halls  than  a 
hollow  treasury. 

IT  ANYWAY? 

many,  many  big  mail  users  are  seeking  alternative  means, 
i.e.,  private  delivery  services. 

One  practical  hurdle  to  be  faced  is  that  Uncle  Sam  says 
that  only  he  can  put  things  in  the  mailbox  you  and  I 
buy  and  put  up. 

What  effect  does  this  little  regulation  have? 

It  means  anybody  else  delivering  letters  and  magazines 
to  you  must  go  right  to  the  door  and  find  a  place  to 
shove  it.  That  adds  appreciably  to  the  cost  of  doing  it. 

Why  should  this  be  so?  Whose  mailbox  is  it,  anyhow? 
I'm  sure  one  suit  by  a  boxholder  or  a  mail  service  would 
see  that  regulation  knocked  galley  west  by  the  courts. 

Then,  faced  with  a  bit  of  competition,  we  might  find 
the  newly  structured  U.S.  postal  service  trying  harder, 
doing  better.  And,  in  many  instances,  free  enterprise  com- 
petitors less  expensive. 

Will  somebody  please  stand  up  and  sue. 


THE  UNITED  STATES  MARINES 

I  was  happy  to  see  that  the  Army  and  the  Navy  and  the 
Air  Force,  in  the  attempt  to  attract  volunteers,  are  going 
to  permit  beards,  mustaches,  longer  hair,  beer  in  the  mess 
halls,  more  ice  cream,  no  reveille,  sweeter  non-coms  and 
an  infinite  variety  of  other  such  essentials  to  military  dis- 
cipline and  combat  readiness. 

I  was  really  relieved,  though,  to  read  that  the  Marine 


Corps  Commandant,  Genert :  Leonard  Chapman  Jr.,  is 
having  none  of  it.  Life  in  the  Coips  is  going  to  remain  as 
tough  as  ever.  And  that's  tough  indeed. 

Fortunately. 

Because  at  times  Marine-tough  military  forces  have  a 
part  to  play  in  preserving  sideburns  and  sleeping  habits 
and  other  freedoms  treasured  by  the  rest  of  us. 
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THE  GENEEN 

Harold  Geneen,  Imperator  of  ITT,  is  one  of  the  rare  ones 
whose  conglomerate  didn't  come  apart  at  the  seams  when 
flexible  bookkeeping  could  no  longer  conceal 
the  recession's  ravages.  Tyrannically  tough  and 
nearly  impossible  for  top  men  to  work  for 
(Forbes,  May  1,  1968),  Geneen  is  a  singular- 
ly successful  dynamo  who  hasn't  yet  stumbled. 

Thus  it  is  with  some  amazement  that  I  see 
some  braggart  is  putting  Mr.  Geneen's  neck 
way  out  by  promising  in  headlines  that  his  Avis 
outfit  "is  going  to  be  No.  1.  ...  It  may  not  hap- 
pen tomorrow,  or  even  this  year." 

Astutely  run  Hertz  last  year  had  over  $500  million  vol- 
ume and  grew  at  the  rate  of  10%.  Avis  did  $330  million 
volvmie,  only  managing  a  10%  gain  on  a  far  smaller  base. 

EDIFICE 

Now  if  any  name  would  seem  to  be  forever  memorable, 
wouldn't  you  think  the  Rockefellers  had  it  made? 

But  it's  the  damndest  thing  the  way  Governor  Nelson 
Rockefeller  seems  to  be  seeking  concrete  immortality.  That 
fantastically,  endlessly  expensive  State  Government  Mall 
he  keeps  pouring  in  Albany  may  end  up  as  the  ninth 
wonder  of  the  world— but  still  nobody  is  going  to  Albany 
who  doesn't  have  to. 


NECK— WAY  OUT 

Actually,  National  Car  Rental,  the  quiet  one,  with  $234 

million  in  volume,  grew  at  the  astonishing  rate  of  48%. 

It  would  almost  seem  as  if  No.  3  is  more 

likely  to  replace  No.  2  than  No.  2  is  likely  to 

replace  No.  1. 

ITT's  boss  is  far-famed  for  expecting  his  ex- 
ecutives to  perform  in  line  with  their  promises 
in  closed  executive  sessions.  When  they  make 
promises  in  ITT's  name  in  screaming  headhnes, 
they'd  better  be  prepared  to  deliver.  Weasel 
words  have  never  fooled  this  fellow. 

Mr.  Geneen  is  a  prideful  man,  with  good 
and  sufficient  reason.  If  Avis  isn't  No.  1  a  year  or  so  from 
now,  I  wouldn't  want  to  be  responsible  for  having  made 
that  boast  publicly. 

COMPLEX 

Maybe  Governor  Rockefeller  thinks  a  few  hundred  years 
from  now  somebody  is  going  to  find  the  place  under  post- 
nuclear  vines,  like  the  Angkor  Wat  Temples  of  Cambodia, 
and  remember  he  who  built  it. 

It's  more  likely,  though,  that  the  Rockefeller  name  will 
continue  to  be  one  known  to  fame  for  the  less  visible,  more 
significant  good  the  family  wealth  has  done  and  does. 

Monumental  edifices  they  don't  need. 


UP  THE  POLE 


For  two  decades  I  have  struggled  with  less  than  success 
against  our  offsprings'  incredibly  constant  use  of  those  tmly 
meaningless  words,  "y'  know"  and  "I  mean." 

You  know  what  I  mean— I  mean,  you  know. 

These  asinine  phrases  occur  more  frequently  in  the  con- 


versation of  most  people  than  four-letter  words  in  the 
mouths  of  drill  sergeants.  At  least  the  drill  sergeant  con- 
veys his  meaning  without  a  lot  of  you  knows  and  I  means. 

If  you  want  to  be  appalled,  try  counting  the  number  of 
times  these  vacuous  words  occur  in  your  next  conversation. 


Giant  747s  have  had  their  share  of  unfatal  new-plane 
bugs,  mostly  now  smoothed  out.  The  drastic  reduction  of 
too-numerous  flights  between  major  points  should  help 
make  these  behemoths  profitable. 

There  is  one  remaining  bug,  though,  that  can  be  fixed 
by  a  simple  directive. 


CHANGE  THE  COMMAND 

Louis  Goldenberg,  brilliant  head  of  Wildenstein,  and  the- 
most  astute  art  dealer  since  Duveen,  reports  that  on  his 
frequent  transatlantic  commutes  747  captains  shortly  after 
takeoff  call  over  the  loudspeaker  on  section  stewardesses 
to  "Please  give  me  a  body  count." 

Now,  really.  ... 


USE  GOOD  THINGS-OR  SAVE  THEM? 


Occasionally  we  all  inherit,  or  are  given,  or  get  some- 
thing or  several  things  that  are  too  good  to  use  for  a  variety 
of  seemingly  sound  but  really  quite  silly  reasons-they're 
heirlooms  or  they're  too  rare  or  too  expensive  or  too  fragile 
or  too  pretty  or  too  this  and/ or  tod  that. 

The  result  is  heirloom  linen  handed  down  from  genera- 
tion to  generation  that  falls  apart  when  some  benighted 
heiress  decides  eventually  to  air  it.  Or  the  treasured  dish 
or  glass  or  other  breakable  thing  that  finally  falls  shatter- 
ingly  between  grabbing  claimants. 

While  I  must  admit  to  being  glad  that  our  past  gen- 


erations saved  some  things  that  we  now  enjoy,  we  are  en- 
joying them  by  using  them  instead  of  just  carefully  storing 
them  for  our  kids  in  turn  to  store  away  for  theirs. 

Museums  are  for  that. 

Untouchable,  unused  beautiful  things  are  a  waste. 

STAND  TALL 

The  ditterence  between  towering  and  cowering  is  totally 
a  matter  of  inner  posture.  It's  got  nothing  to  do  with  height. 
It  costs  nothing. 
And  it's  much  more  fun. 
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—Malcolm  S.  Forbes, 

Editor-in-Chief 


We  probably  know  more  about 

business  communication  papers  than  any 

other  paper  company  in  the  business. 


It  is  said  that  a  little  knowl- 
edge is  a  dangerous  thing. 

We  at  Great  Northern  Nekoosa 
heartily  agree.  Especially  when  it 
comes  to  making  papers  for  busi- 
ness forms. 

That's  why  when  we  got  into 
this  business,  we  started  by  learn- 
ing everything  we  could  about  it. 

Our  knowledge  paid  off. 

When  computers  came  along, 
we  led  the  way  in  developing  com- 
puter printout  papers. 

When  office  copying  machines 
were  introduced,  we  came  out  with 
special  copier  papers. 


And  that's  only  part  of  the 
story. 

We  helped  develop  special 
grades  of  paper  for  Optical  Charac- 
ter Recognition  forms.  This  is  turn- 
ing out  to  be  one  of  the  hottest 
areas  in  the  computer  business. 

This  kind  of  leadership  isn't 
unusual  for  GNN. 

We're  also  the  country's  lead- 
ing independent  supplier  of  news- 
print. And  the  country's  leading 
•producer  of  containerboard  for 
independent  boxmakers.  Not  to 
mention  the  tons  of  paper  we  make 
every  year  for  paperbacks.  Maga- 
zines. And  children's  workbooks. 

When  it  comes  to  the  paper 


business,  v^e  know  a  growth  area 
when  we  see  it. 

For  more  information,  write  to 
me  personally:  Peter  S.  Paine, 
Chairman  of  the  Board,  Great 
Northern  Nekoosa,  522  Fifth  Ave- 
nue, New  York,  New  York  10036. 

GREAT 

NORTHERN 

NEKCDSA 

CCRPORATDN 


What  amazes  most  people 
about  this  new  copier, 

isn't  that  it  uses  one-third 
less  floor  space, 

isn't  that  it  prints  over  40 
copies  per  minute, 

isn't  that  it  costs  407o  less, 

isn't  that  it  runs  on  regular 
110  volt  current, 

isn't  that  it  uses  new  light- 
weight paper. 

It's  that  Xerox 
didn't  make  it. 
GAFdid. 


r, 


GAF  Corporation,  Office  Systems  Division,  Copier  Products 
140  West  51  Street,  Dept.  FD,  New  York,  N.Y.  10020 

n  Please  send  me  information  about  the  GAF®  800  Copier 
D  I'd  like  to  see  the  GAF  800  Copier 

Name 

Company 

Telephone  

Address 


City_ 


.State. 


The  GAF  800  copier/duplicator 


Send  this  coupon  and  we'll  tell  you  how 

to  enter  the  GAF®  800  Copier  Golf  Sweepstakes. 

Offer  good  only  in  Continental  U.S.A.  and  void  where  prohibited. 


Forbes 


Stay  tl'ned  for  a  classic  two-part 
television  feature  that  has  everything 
—success  despite  adversity,  failure  de- 
spite opportunity,  a  cast  of  thousands 
and  a  thousand  castoffs. 

In  part  one,  a  German  immigrant 
who  had  made  one  fortune  in  the 
food  business  (John  Kluge)  takes  on 
the  major  TV  networks-CBS,  NBC 
and  ABC.  After  a  decade  of  stniggle, 
he  builds  a  diversified  communica- 
tions company  grossing  nearly  $200 
million  that  threatens  to  supplant  at 
least  ABC  in  several  rich  markets.  As 
part  one  ends  with  a  fanfare,  he  has 
just  worked  out  a  merger  with  one  of 
'  the  giants  of  U.S.  industry. 

(Break  for  intemiission.) 

In  part  two,  Kluge's  empire  comes 
unglued  and  starts  shrinking.  But 
through  it  all,  our  hero  keeps  smiHng. 
And  ill  the  end?  Well,  the  script  gets 
a  little  \ague  here.  But  as  we  said: 
Stay  tuned. 

The  fact  is  that  Kluge's  Metromedia 
peaked  out  in  1968  when  it  made 
$9.1  million  on  $160  milUon  in  net 
revenues.  Since  then,  its  sales  haven't 
budged  for  eight  straight  quarters, 
while  aftertax  profits  are  now  running 
about  55%  below  their  1968  high. 
And  even  that  level  of  earnings  was 
achieved  only  after  Kluge  cut  25%  of 
his  employees  ( 1,200  persons,  includ- 


ing nearly  all  the  top  brass),  shut 
down  an  educational  venture,  sharply 
curtailed  the  direct-mail  division  and 
gave  away— for  free— a  San  Francisco- 
based  television  station  valued  in  ex- 
cess of  $3  million. 

Today,  like  many  another  company, 
Metromedia  claims  it  is  only  trimming 
corporate  fat,  so  it  can  grow  another 
day.  in  fact,  in  a  rare  Wall  Street  ap- 
pearance last  month,  Kluge  assured 
a  group  of  analysts  that  Metromedia's 
profits  would  increase  40%  this  year 
to  $5.7  million  on  net  sales  of  $167 
million.  And  somebody  somewhere  is 
listening.  Metromedia  rebounded  from 
a  January  low  of  $17.37  a  share  to 
$28.25  in  March  (though  at  $28.25  it 
is  still  $30  below  its  1968  peak) . 

But  Metromedia  is  making  its  good 
showing  primarily  over  the  departed 
bodies  of  key  executives.  It  seems  that 
Kluge  has  turned  a  helluva  company 
into  a  shelluva  one.  Personnel  cuts 
alone  saved  about  $4.8  million  in 
1970,  or  the  difference  between  a 
profit  and  a  loss  for  the  year.  "If  a  few 
more  second-lme  people  go,"  says  one 
former  executive,  "no  one  will  be  left 
to  run  the  company."  Says  another, 
John  Sias,  a  former  Metromedia  vice 
president  who  quit  this  year  to 
head  up  Fairchild  Publications,  a  sub- 
sidiary  of   Capital    Cities    Broadcast- 


ing: "Kluge  is  a  one-man  band." 
He  wasn't  always  that  way.  After 
making  his  first  million,  Kluge  turned 
over  his  original  food  business  to  a 
trusted  partner,  and  bought  the  con- 
trolling interest  in  Metropolitan 
Broadcasting  Corp.,  the  old  DuMont 
TV  network's  $12-million  remains. 
Only  months  later,  in  1959,  he  as- 
sumed day-to-day  control  by  squeez- 
ing out  the  president,  but  he  kept  the 
rest  of  the  management  intact. 

We'll  Take  It 

Then,  backed  by  heavy  borrowing, 
Kluge  went  on  a  buying  spree.  Seven 
years  later,  his  $117-million  corpora- 
tion offered  a  range  of  advertising 
media— four  major-market  VHF-TV 
stations,  14  radio  stations,  direct-mail 
and  magazine  publishing  operations, 
a  film  company,  an  ice  show,  a  transit 
advertising  company  and  an  outdoor 
billboard  company. 

Not  everything  fit  neatly.  "In  sizing 
up  an  acquisition,"  recalls  a  former 
executive,  "the  key  question  wasn't 
'Why?';  it  was  'Why  not?'  "  And  some 
purchases,  like  Diplomat  magazine, 
were  million-dollar  blunders.  Yet,  on 
balance,  Metromedia  prospered.  Peo- 
ple were  calling  Kluge  "a  financial 
genius,"  "a  business  dynamo,"  and 
some  of  the  most  talented  people  were 
scrambling  to  climb  aboard.  "When  I 
joined",  one  says,  "Metromedia  was 
where  it  was  happening." 

The  turnabout  was  swift.  As  Metro- 
media moved  toward  record  1968, 
Kluge  and  his  wife  of  over  20  years 
were  divorced.  Suddenly  some  long- 
time employees,  who  knew  the  Kluges 
socially,  had  trouble  finding  him  in.  It 
was  as  if  Kluge  had  divorced  them 
too.  "I  had  the  inside  track  on  a  $35- 
million  acquisition  in  1968,"  says 
Richard  Geismar,  a  former  vice  presi- 
dent and  director.  "But  I  couldn't  get 
an  appointment  with  him  for  weeks." 

Kluge  began  to  pal  around  with 
other  company  magnates,  notably 
Transamerica  Chairman  John  Beckett. 
"They  were  so  friendly,"  says  Tad 
Meyers,  Metromedia's  former  press 
agent,  "I  told  them  they  would  land 
in  the  gossip  columns  as  a  new  two- 
some." Meyers  wasn't  far  vvTong.  In 
October  1968  they  landed  in  the  fi- 
nancial columns.  Transamerica  would 
buy  Metromedia  for  $300  million. 

"I  wanted  a  closer  association  with 
my  friend  Jack  Beckett,"  says  Kluge, 
and  he  adds  carefully:  "The  merger 
was  an  umbrella  for  other  things.  It 
offered  me  an  opportunity  to  break 
with  the  past.  Over  the  years  you  ac- 
cumulate a  lot  of  things— like  personal 
loyalties  for  example."  Kluge  made 
the  deal  without  telling  a  single  ex- 
ecutive, and,  though  he  had  the  op- 
tion,   he    declined    to    accept    Trans- 
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america  employment  contracts  for 
anyone— but  himself. 

Still  and  all,  the  deal  looked  like  a 
natmal.  With  assets  of  $3  biUion, 
Transamerica  could  provide  the  cash 
Metromedia  needed  to  create  new  TV 
shows  and  become  the  fourth  network. 

Only  the  merger  never  came  off. 
And  Kluge  was  forced  to  face  a  gath- 
ering  storm   without   his   "umbrella." 

The  Boom  Goes  Busf 

What  had  happened  was  this: 
While  the  Federal  Communications 
Commission  dragged  its  feet  over  ap- 
proving the  merger,  Metromedia's  first- 
quarter  earnings  came  out  at  1  cent 
per  share,  vs.  24  cents  a  year  earlier, 
and  its  stock  plunged  from  $54  to  $26. 
Transamerica  gulped  and  began  dick- 
ering to  cut  its  merger  terms.  By  sum- 
mer the  deal  was  dead. 

Dming  the  eight  months  Kluge  de- 
voted to  the  merger  just  about  every- 
thing went  wrong.  And  all  at  once. 

In  TV,  an  independent  broadcast- 
er's success  depends  on  whether  it  has 
programs  that  can  lure  away  audi- 
ences and  ad  dollars  from  the  net- 
works. So  early  in  1969  when  CBS 
stole  its  top-rated  "Merv  Griffin  Show," 
Metromedia  TV— which  provides  half 
the  company's  earnings— was  sudden- 
ly in  trouble.  "Losing  Griffin  was  bad 
luck,"  says  a  former  TV  executive, 
"but  not  having  a  replacement  ready 
was  poor  management."  While  the 
company's  main  production  team 
made  specials  for  the  networks,  Met- 
romedia's stations  were  left  to  experi- 
ment with  comic  Woody  Woodbury, 
"College  Bowl"  host  Allen  Ludden  and 
Donald  O'Connor.  Each  time  ratings 
went  thud,  and  advertisers  went 
elsewhere. 

Finally,  Metromedia  bought  the 
"David  Frost  Show"  from  Westing- 
house's  Group  W,  a  fellow  group 
broadcaster  that  had  also  supplied 
GriflBn.  But  the  trend  continued  down: 
The  program  switches,  plus  increased 
competition  and  TV  costs,  had  low- 
ered Metromedia's  pretax  profits  an  es- 
timated 70%  in  Los  Angeles  to  about 
$L5  million  and  20%  in  New  York  to 
about  $8  million. 

At  the  same  time,  Metromedia  ra- 
dio slipped  from  its  1967-68  peak  of 
$7  million  in  pretax  earnings  on  $25- 
miliion  revenues.  For  one  thing,  early 
in  1969,  Kluge  had  his  West  Coast 
AM  stations  drop  their  all-talk  for- 
mats, perhaps  because  the  abusive 
star,  Joe  Pyne,  was  too  controversial 
for  Transamerica.  And  those  stations' 
combined  profit  turned  into  a  loss  of 
about  $1  million. 

In  addition,  pretax  lo.sses  in  Met- 
romedia's newly  acquired  direct-mail 
business  swelled  from  $1.7  million  in 
1968  to  over  $4  million  in  1969.  "No 


Kluge  of  Metromedia 

internal  management  emerged  there," 
says  Sias,  "so  we  were  in  trouble."  The 
year-end  result:  a  1969  net  profit  of 
$2.1  million,  or  38  cents  a  share,  down 
from  $9.1  million,  or  $1.75  per  share, 
in  1968. 

Kluge  seems  to  have  made  a  key 
decision,  to  make  up  in  pink  slips  for 
what  he  was  losing  in  sales  orders. 
To  be  sure,  there  was  fat  to  trim. 
Kluge's  own  corporate  staff  in  1968 
boasted  73  persons  in  research,  25  in 
advertising  and  four  in  public  rela- 
tions. But  like  a  pendulum,  Kluge 
swung  to  extremes  and  eliminated  en- 
tire departments.  Often  the  firings 
seemed  indiscriminate  and  morale- 
shattering.  Three  Los  Angeles  execu- 
tives were  locked  out  of  their  offices, 
and  armed  guards  were  posted  in  the 
halls  to  prevent  their  possible  return. 

Today  the  remaining  corporate  ex- 
ecutives number  exactly  ten,  and 
there  is  no  head  of  radio,  marketing, 
or  advertising— other  than  Kluge. 
What's  more,  there  isn't  a  single  full- 
time  public  relations  man  anywhere 
in  the  company.  Former  public  rela- 
tions head  Tad  Meyers  asks:  "Am  I 
fat  or  muscle?" 

In  all,  during  1970  Metromedia  re- 
duced expenses  by  nearly  $600,000  a 
month.  Two-thirds  of  that  was  in  sal- 
aries. The  rest  came  by  abandoning 
an  educational  venture  and  the  San 
Francisco  UHF-TV  station,  by  sublet- 
ting enough  office  space  to  save  $1 
million  aimually  and  by  reducing  the 
$20-million  direct-mail  division  to  a 
$7-million  operation. 

Interview  with  the  Star 

While  others  consider  the  company 
crippled,  Kluge  sees  it  as  simply  hov- 
ering, stripped  for  action.  Metromedia, 


he  says,  will  come  back  strong  soon, 
and  1972  will  be  the  best  year  in  its 
history.  And  he  adds  that,  possibly 
-except  for  direct  mail,  all  his  divisions 
will  be  profitable  this  year. 

"The  company  is  in  its  greatest  fi- 
nancial shape  ever,"  Kluge  told 
Forbes,  while  sitting  in  his  outsized 
Park  Avenue  office.  "We  have  repaid 
all  our  short-term  loans.  The  heavy 
capital  expenditures  of  the  last  few 
years  are  completed,  and  our  cash 
flow  will  be  around  $18  million  this 
year,  the  second-highest  total  in  our 
history.  We  are  getting  in  shape  to 
acquire  our  fifth  major-market  VHF- 
TV  station,  our  seventh  AM-FM  radio 
station  [which  will  bring  Metromedia 
up  to  the  FCC  limits]  and  an  $80- 
milhon-to-$100-million  service  com- 
pany—all by  1973." 

Yet  Metromedia's  radio  and  TV 
problems  remain;  the  basic  questions 
are  still  unanswered. 

•  Will  Metromedia  TV  rebound 
soon?  "We  are  budgeted  for  a  6%  in- 
crease," says  Bob  Bennett,  manager  of 
New  York's  WNEW-TV,  which  ac- 
counts for  25%  of  company  earnings. 
"But  it  will  be  a  flat  year,  at  best." 
Indeed,  the  station  has  reportedly  sold 
some  ad  time  on  its  slumping  David 
Frost  show  and  its  nightly  news  at 
half  last  year's  rates.  And  Los  Angeles 
is  in  a  similar  bind. 

•  Will  Metromedia  radio  hold  its 
own?  Three  of  its  six  AM  stations  are 
reportedly  losing  money,  including  the 
Los  Angeles  station  that  has  had  still 
another  format  change  to  country  and 
western  music.  And  in  New  York,  once 
invincible  WNEW-AM  is  now  the  No. 
Six  station  in  total  audience,  according 
to  American  Research  Bureau. 

•  Will  the  billboard  and  transit  ad- 
vertising companies  improve  marked- 
ly? Metro  is  looking  for  a  10%  growth 
in  billboards  largely  through  increased 
cigarette  ads,  and  a  profit  from  transit. 
That  would  be  good  performance,  in- 
deed. Historically,  the  billboard  com- 
pany has  been  growing  5%  a  year  and 
transit  has  been  a  loser. 

•  And  finally,  will  Kluge  spend 
wisely  whatever  cash  he  accumulates? 
For  years,  Metromedia  has  ignored 
the  opportunity  to  create  its  own  top- 
rated  TV^  shows.  Indeed,  Kluge  has 
spent  money  on  everything  but  that. 
And  he  is  still  at  it.  Wiien  the  musi- 
cal PreftybcUc  went  under  in  Boston 
last  month,  it  took  nearly  $300,000 
of  Metromedia's  cash  with  it. 

"The  fabric  of  people  that  made 
Metromedia  great  is  gone,"  says  a  for- 
mer employee.  "Kluge  has  made  his 
moves.  But,  you  see,  he  has  always 
mistaken  motion  for  action.  Nothing 
has  really  changed." 

Nothing,  that  is,  except  the  maji 
who  started  it  all.   ■ 


?0 
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Last  Lap? 


Its  successful  shift  to  discounting  from  stamps  and  games  has  put  Safeway  Stores 
within  shooting  distance  of  A&P's  long-held  title  as  the  world's  biggest  grocer. 


To  LISTEN  to  Quentin  Reynolds,  chair- 
man of  Oakland.  Calif.'s  Sateway 
Stores,  the  countr\'s  Xo.  Two  food 
retailer.  \oud  never  guess  just  how 
strongly  Safeway  had  resisted  the 
trend  toward  food  discounting  that  has 
swept  o\er  its  western  markets  in  re- 
cent years.  "Discounting  is  just  a  re- 
turn to  the  basics  of  supermarketing— 
high-volume,  low-cost  distribution," 
says  Reynolds.  But,  he  adds,  "the  con- 
sumer likes  the  word." 

The  fact  is,  however,  that  Safeway, 
which  had  readiK  adopted  the  game 
and  trading-stamp  fads,  held  back 
e\en  after  most  of  its  big  western 
competitors  had  climbed  on  the  dis- 
counting bandwagon.  I'Ormer  Chair- 
man Robert  A.  Magowan,  67,  now 
executive  committee  chairman,  had 
built  Safewa\'s  reputation  on  quality, 
and  he  feared  that  reputation  would 
suffer  if  its  prices  were  cut. 

So,  as  discounting  spread  from 
Phoenix  and  Denver  to  San  Diego  and 
Los  .\ngeles,  a  proud  Safeway  dis- 
dained the  practice  and  foll(jued  only 
reluctantK.  But  in  the  supermarket 
business  the  key  to  profits  is  volume, 
and  as  the  sales  of  Safevvays  discoimt- 
oriented  competitors— especially  Lucky 
Stores  and  .Acme  Markets'  Alpha  Beta 
division— grew  faster  than  Saleway's, 
Safevvay's  profits  fell.  Earnings  per 
share  slipped  from  $2.35  in  1966  to 
only  $2.01  in  1969,  despite  a  sales 
gain  from  83.3  billion  to  $4.1  billion. 

Last  year,  however,  Safeway  finally 
moved  wholeheartedly  into  discount- 
ing. It  began  gradually  to  shorten 
hours,  reduce  prices  and  eliminate 
stamps  (after  it  sold  312,000  shares  of 
Blue  Chip  Stamp  stock  for  a  net  profit 
of  $3.3  million).  Today,  only  200  of 
Safeway's  2,300  stores  offer  stamps, 
and  three-fourths  discount  prices. 

As  a  result,  sales  churned  past  the 
•  $4.8-billion    mark    for    a     19%    gain. 


bringing  Safewa\  for  the  first  time 
within  a  billion  dollars  of  rival  A&P's 
plateau.  The  higher  volume  and  the 
savings  from  not  using  stamps  more 
than  made  up  for  the  price  cuts.  Safe- 
way's  net  profit  margin  rose  slightly 
from  1.25%  to  1.45?  and  per-share 
earnings  increased  34%  to  $2.70.  There 
was  no  disputing  how  successful  dis- 
counting could  be. 

What  finally  made  Magowan  and 
Reynolds  agree  to  discounting?  Com- 
petition, certainly,  but  also  the  per- 
suasive reasoning  of  President  William 
S.  Mitchell,  56,  who  succeeded  Reyn- 
olds last  January  when  Reynolds 
moved  up  to  become  chairman  and 
chief  executive. 

Hit  of  Home 

Starting  in  1966  Safeway  had  be- 
gun to  yield  to  discounting  pressures 
in  a  few  of  its  24  domestic  and  foreign 
divisions.  Then,  as  the  trend  grew  in 
the  huge  and  hotly  competitive  Los 
Angeles  market,  Safeway's  important 
248-store  division  there  first  went  par- 
tially, then  finally  completely,  dis- 
count. It  really  had  no  choice  in  the 
matter.  By  early  1971  some  50%  to 
60%  of  all  food  sold  in  Los  Angeles 
was  being  discoimted. 

When  discounting  finally  spread  to 
the  San  I'lancisco-Oakland  market,  it 
was  enough  to  force  Safeway  to  join 
the  trend  \irtually  everywhere.  Presi- 
dent Mitchell,  who  is  a  quiet,  pipe- 
smoking  accountant  with  a  computer- 
like grasp  of  figures,  had  been  con- 
vincing Magowan  and  Reynolds  that 
cost  <.ould  be  shaved  without  the 
sacrifice  of  quality. 

Certainly,  much  of  Safeway's  reluc- 
tance to  get  into  discounting  can  be 
attributed  to  the  company's  size;  a 
big,  decentralized  operation  like  Safe- 
way doesn't  like  to  move  fast.  Man- 
agement has  not  forgotten  that  when 


Safeway  last  moved  quickly  it  suf- 
fered a  disaster.  This  was  in  1963, 
when  Safeway  went  into  the  discount 
drug  business.  After  opening  more 
than  40  "Super-S"  drug  centers 
throughout  the  West,  it  was  forced 
by  mounting  losses  to  sell  22;  and 
even  now  the  remaining  27-store  op- 
eration is  barely  profitable.  "We 
moved  too  fast,"  says  Reynolds.  "We 
scattered  stores  and  couldn't  get  prop- 
er management."  It  was  a  lesson  well 
learned.  Today  Safeway  is  experi- 
menting with  the  fried  chicken  take- 
out business  at  some  of  its  Washing- 
ton, D.C.  stores,  but  it  is  going  slow 
and  has  made  little  capital  investment. 

Safeway  can  hardly  hope  to  main- 
tain 1970's  big  earnings  increase  this 
year.  For  one  thing,  fiscal  1970  had 
53  instead  of  52  weeks,  and  it  fol- 
lowed a  year  of  costly  labor  troubles. 
For  another,  the  initial  surge  in  sales 
from  switching  to  discounting  won't 
be  there.  In  addition,  Safeway  is 
spending  heavily  on  expansion.  To 
build  about  150  new  stores  and  re- 
model about  290  others,  Safeway  ex- 
pects to  spend  almost  $160  million, 
which  it  will  finance  mostly  through 
its  growing  cash  flow  ($119  million 
in  1970)  and  through  sale  and  lease- 
back arrangements. 

But,  the  volume  gained  from  dis- 
counting should  push  Safeway  sales 
well  over  the  $5-billion  mark  this 
year  and  may  soon  give  it  a  shot  at 
the  No.  One  sales  spot,  still  held  by 
A&P  with  sales  of  $5.8  billion.  West 
of  the  Mississippi,  where  Safeway  is 
concentrated,  is  growing  faster  than 
east  of  the  Mississippi,  where  A&P  is 
strongest.  Hence,  unless  A&P  bestirs 
itself,  Safeway's  momentum  should 
soon  carry  it  into  first  place.  Asked 
about  this,  President  Reynolds  only 
grins  and  says:  "Who  knows  where 
we'll  be  a  few  years  from  now?"   ■ 


Superd/scounfer.  When  discounters  cut  into  its  supermarlcet  markets,  Safeway  fought  fire  with  fire. 
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Will  Big  Brother  Ride  the  Rails? 

Government-owned  railroads  in  the  U.S.?  Nobody 
really  wants  them,  but  that  is  what  we  may  get. 


Not  since  1828,  when  the  Massachu- 
setts legislature  wrestled  with  the 
proposition  that  the  state's  as  yet  un- 
built railroads  should  all  be  govern- 
ment owned,  has  the  idea  of  state- 
owned— "nationalized"— railroads  been 
viewed  with  as  much  equanimity  in 
the  U.S.  as  it  is  in  Washington  today. 
Nobody  on  Capitol  Hill  ad\()cates  na- 
tionalization. Certainly  no  business- 
man wants  it.  But  large  sections  of  the 
railroad  industry  have  so  deteriorated 
in  the  past  few  years  that  harsh  real- 
ities have  made  it  surprisingly  accept- 
able to  think  about  the  unthinkable. 
Though  no  advocate  of  nationaliza- 
tion, Vance  Hartke,  head  of  the  Sen- 
ate's Subcommittee  on  Surface  Trans- 
portation, nonetheless  recognizes  it  as 
a  distinct  if  alarming  possibility.  "Re- 
sponse to  a  crisis, "  he  says,  "could 
result  in  drastic  action." 

Well,  in  the  East  and  parts  of  the 
Midwest  at  least,  the  railroad  cri- 
sis is  at  hand.  The  Penn  Central,  Jer- 
sey Central  and  Boston  &  Maine  are 
already  bankrupt.  Some  18  other  rail- 
roads, including  giants  like  the  Mil- 
waukee and  the  North  Western,  are  in 
marginal  financial  shape,  and  no  road 
is  making  what  would  be  considered 
good  money  by  the  standards  of  any 
other  U.S.  industry.  Even  the  pros- 
perous Union  Pacific,  with  its  vast 
holdings  of  oil  and  land,  last  year  net- 
ted barely  5.5%  on  its  stockholders' 
equity— about  half  of  what  U.S.  indus- 
try as  a  whole  earned.  With  this  kind 
of  a  return,  equity  financing  is  un- 
thinkable and  even  borrowing  is  ques- 
tionable economics  for  most  railroads. 
For  the  weaker  railroads,  financing  is 
just  about  unobtainable. 

Is  anybody  doing  anything  about 
the  situation?  There  are  plent>'  of  pro- 
posals. But  action? 

The  Senate  Commerce  Ccjmniittce  is 
just  beginning  a  thorough  investiga- 
tion of  the  railroads'  problems  and 
what  legislative  help  they  need.  Other 
congressional  hearings  and  regulatory 
probes  are  continuing.  Which  is  to  say 
that  the  Government  is  moving  with 
its  customary  lack  of  urgency. 

Yet  time  may  be  rapidly  running 
out.  The  trustees  of  the  bankrupt 
Penn  Central  have  already  told  Con- 
gress: Do  something  about  regulator)- 
reform  or  take  over  the  railroad.  By 
the  trustees'  timetable,  the  money 
Congress  voted  last  year  to  keep  Penn 
Central  operating  will  run  out  in  Oc- 
tober or  November,  and  delays  in 
launching  the  National  Railroad  Pas- 
senger Corp.,  plus  the  lagging  econ- 
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omy,  ma\  advance  the  timetable  more. 

Will  a  pickup  in  the  economy  solve 
the  proljlem?  Not  likely.  The  kind  of 
pickup  that  is  in  reasonable  prospect 
wouldn't  turn  the  trick,  not  with  the 
wage  settlements  the  roads  had  to  ab- 
sorb—and will  continue  absorbing. 

Thus,  without  some  kind  of  govern- 
mental action,  the  situation  in  the  East 
and  Midwest  is  going  to  continue  to 
deteriorate.  Penn  Central  trustees,  for 
example,  recently  scaled  down  their 
revenue  expectations  for  1971.  Of 
course,  the  presently  prosperous  roads, 
the  Union  Pacific,  the  Southern  Pa- 
cific, the  Southern,  the  eastern  coal 
roads  and  a  few  others,  will  continue 
to  do  quite  well.  But  the  weaker  roads 
—perhaps  half  the  mileage  in  the  U.S. 
—will  continue  to  go  downhill.  This 
almost  certainly  will  lead  to  pressure 
to  nationalize  at  least  one  railroad  ("as 
an  experiment").  Once  a  nationalized 
railroad  is  operating,  other  parts  of 
the  U.S.  interdependent  lail  network, 
bankrupt  or  not,  might  well  be  na- 
tionalized to  rationalize  the  system. 

As  it  is,  according  to  the  unions' 
chief  legislative  expert,  Donald  S. 
Beattie,  labor's  official  position  is:  "We 
ought  to  ha\e  nationalized  railroads," 
though  he  adds,  "as  a  last  resort." 
The  chief  short-term  interest  of  rail- 
road labor  is  to  keep  the  right  to 
strike,  and  specifically  the  right  to 
strike  one  or  two  roads  selectively. 
Longer  term,  the  main  interest  is  job 
security— no  idle  concern,  considering 
that  the  rail  force  has  declined  from 
1  million  in  1960  to  under  600,000 
today,  with  no  end  in  sight. 

ResJsf/b/e  Logic 

In  one  area,  creeping  nationaliza- 
tion is  already  a  fact  of  life.  Wage 
rates  are  already  being  set  by  Con- 
gress. But  job  securit\  is  another 
area.  Job  holders  are  voters,  or  poten- 
tial voters,  and  the  rail  labor  lobby, 
partly  for  this  reason,  has  always 
wielded  a  good  deal  of  clout  in  Con- 
gress. Thus  the  railroads  frequently 
find  themselves  blocked  in  efforts  to 


further  cut  their  work  force— by  the 
elimination  of  the  locomotive  fireman 
and  ^otherwise  modernizing  their 
work  Riles. 

In  a  crisis,  it's  not  labor  alone  that 
would  support  any  nationalization 
scheme.  For  stock-  and  bond-holders 
of  bankrupt  or  near-bankrupt  proper- 
ties, it  would  offer  an  opportunity  of 
recovering  the  maximum  from  their 
damaged  investment.  For  shippers,  it 
might  offer  the  quickest  means  of 
maintaining  a  vital  service. 

But,  as  Charles  D.  Baker,  Assistant 
Secretary  of  Transportation  for  Policy, 
points  out,  the  trouble  is  that  nation- 
alized railroads  do  not  work.  "In  West 
Germany,"  he  says,  "they  have  had  to 
levy  a  tax  on  truck  freight  in  order  to 
get  money  to  put  into  their  rail  sys- 
tem. The  Southern  pays  almost  three 
times  the  wages  of  Briti.sh  Rail  and 
carries  more  freight.  Yet  British  Rail's 
freight  charges  are  higher  than  the 
Southern's.  There  is  no  sign  freight 
service  is  better  under  nationalization. 
Our  system  in  the  aggregate  makes 
money  and  pays  taxes.  Nationalization 
is  a  costly  drain  on  the  taxpayer." 

The  cost  of  acquiring  the  railroads. 
Baker  goes  on,  "is  the  smallest  part  of 
the  problem.  What  about  the  loss  of 
tax  revenues,  the  loss  of  real  estate 
tax?  And  nationalized  railroads  incur 
huge  deficits  all  the  time." 

So  the  question  is,  what  can  be 
done?  Or  more  exactly,  what  is  there 
time  left  to  do?  The  Administration's 
programs  tend  to  support  market  so- 
lutions to  the  industry's  problem— a 
national  computer  s\stem,  for  in- 
stance, to  get  greater  utilization  out  of 
freight  cars,  which  are  now  in  profit- 
able use  only  6%  of  the  time;  greater 
rationalization  of  routes  and  traf- 
fic rate-making  reforms  and  less  strin- 
gent regulations. 

The  Democrats  tend  to  favor  a  more 
active  government  role— Senator  Mag- 
nuson's  Fastcor  proposal,  which  would 
have  the  Government  buy  or  lease 
freight  cars  and  then  rent  or  lease 
them  to  the  railroads:   Senator  Hart- 


Ihe  well-run  Alaska  Railroad  is  the  U.S.'  only  major  government-owned  road. 


ke's  plan  to  buy  up  rights-of-wa\'  and 
levy  user  charges. 

All  these  proposals  have  at  least 
t\vo  serious  defects.  First,  they  re- 
quire time  to  make  their  impact,  and 
time  is  rapidK  running  out;  and  sec- 
ond, they  do  not  really  face  up  to  the 
industry's  No.  One  short-term  prob- 
lem, which  is  the  skyrocketing  cost  of 
labor.  \\'hat  sets  the  railroads  apart 
from  most  other  forms  of  transport  is 
that  they  are  both  labor  intensive  and 
capital  intensive.  Trucking,  for  exam- 
ple, is  also  a  labor-intensive  industry, 
but  it  is  not  capital-intensive,  be- 
cause the  Government  provides  the 
highways  on  which  the  trucks  roll. 
Thus  the  only  way  the  railroads  as  a 
whole  have  been  able  to  sta\'  afloat 
during  recent  periods  of  tiglit  money 
is  by  neglecting  to  maintain  plant  and 
equipment  properly.  Penn  Central 
stayed  soKent  by  living  off  the  ac- 
cumulated capital  of  decades;  when 
the  collapse  came,  its  plant  had  de- 
teriorated by  hundreds  of  millions  of 
dollars.  Meanwhile,  PC  trustees  can't 
repair  the  damage  because  almost  ev- 
ery cent  the\  take  in  goes  for  wages. 

Labor  is  of  course  the  one  aspect  ol 
the  railroad  problem  that  Clongress 
has  peisistentK    refused  to  deal  witli 


Disaster.  Heavy  losses  and 
poor  service  provided  by  New 
York's  city-owned  subways  re- 
flect perils  of  nationalization. 


—wages,  work  rules,  featherbedding. 
No  politician  of  any  consequence, 
Democrat  or  Republican,  will  touch 
it.  Nationalization— that  easy  way  out 
—would  neutralize  at  least  the  labor 
problem  by  transferring  it  from  private 
to  public  hands.  Corporation  losses, 
alter  all,  have  limits,  but  government 
deficits  go  on  forever. 


So  the  question  is,  what  can  be 
done? 

Over  the  next  decade,  to  meet  the 
needs  of  the  U.S.  economy,  the  rail- 
roads will  have  to  increase  their  vol- 
ume by  a  third:  The  industry  esti- 
mates it  will  take  a  capital  investment 
of  $36  billion  to  do  the  job.  With  such 
a  load  to  carry,  clearly  the  railroads 
are  too  vital  a  factor  in  the  transpor- 
tation system  to  be  permitted  to  go 
down  the  drain.  Railroad  management 
all  too  often  is  not  even  mediocre. 
But  that  is  hardly  the  point.  If  the 
Government  does  not  find  ways  to 
permit  private  enterprise  to  do  the 
job,  it  will  most  assuredly  have  to  do 
the  job  itself— and  do  so  without  the 
discipline  of  the  profit  motive  that 
has  made  this  nation's  railroad  sys- 
tem—weak as  .some  parts  of  it  admit- 
tedly are— probably  the  most  efficient 
in  the  world. 

What  is  at  stake  is  the  health  of  the 
U.S.  economy.  What  is  at  issue  is 
whether  that  economy  can  shoulder 
the  burden  of  a  high-cost  nationalized 
railroad  system. 

Of  course.  Congress  and  the  Admin- 
istration can  continue  to  temporize. 
Ikit  there  is  an  ugly  ogre  waiting  just 
around  the  bend.   ■ 


■Br/t/sh  Railways:  Or  How  To  Lose  Money  at  a  Profit- 


So.MK  TIME  this  summer,  a  group 
of  U.S.  senators  and  representa- 
tives plan  to  ride  on  British  Rail- 
ways. Their  purpose  will  be  to  find 
out  just  how  a  nationalized  rail 
system  works.  But  if  all  they  do 
is  ride  Britain's  fine  passenger 
trains,  they  arc  unlikely  to  learn 
anything  useful,  though  they  may 
well  come  home  so  impressed  that 
no  amount  of  contrary  evidence 
will  convince  them  the  same  sys- 
tem cannot  work  in  the  U.S. 

And  why  not?  Because  the  two 
systems  are  not  really  comparable. 
British  Rail  is  essentially  a  pas- 
senger system:  Passengers  provide 
over  50%  of  its  total  revenues  {vs. 
4%  in  the  U.S.),  and  only  10.8%  of 
all  the  country's  freight  traffic 
travels  over  its  lines.  In  the  U.S., 
by  contrast,  the  railroads  still  carry 
41%  of  the  nation's  freight,  and  of 
course  a  vastly  greater  total  ton- 
nage over  much  greater  distances. 
Railroads  are  the  cheapest  way  to 
carry  freight  for  long  distances,  but 
trucks  are  for  short  distances.  At 
British  distances,  trains  make  sense 
for  passengers,  not  for  freight.  It 
is  a  scant  110  miles  from  London  to 
Bimiingham,  only  401  miles  from 
London  to  Glasgow,  Scotland.  But 
it  is  715  miles  from  New  York  to 
Chicago,  540  miles  from  Atlanta  to 


Washington,  400  miles  from  Los 
Angeles  to  San  I'^rancisco. 

British  Railways  reported  a  prof- 
it of  $115  million  in  1969  and,  ac- 
cording to  report,  somewhat  less 
last  year.  But  that  profit  was  in 
ellect  decreed  by  the  Transport  Act 
of  1968,  which  ruled  that  the  rail 
system  had  to  pay  its  own  way.  Un- 
til that  time,  however,  British  Rail 
had  been  losing  $360  million  an- 
nually. How  the  British  eliminated 
those  losses  is  instructive,  though 
hardly  encouraging,  for  the  U.S. 
proponents  of  nationalization. 

First  of  all,  the  1948  nationaliza- 
tion of  the  railroads  enabled  the 
government  to  rationalize  the  sys- 
tem—to eliminate  parallel  and  du- 
plicate trackage,  for  instance.  Later 
on,  the  employment  rolls  were  cut 
by  union  agreements  providing  for 
retirement  bonuses— paid  for  by  the 
taxpayers.  And  finally,  new  invest- 
ment was  curtailed,  and  the  capital 
structure  of  the  system  reorganized 
by  massive  write-offs  of  assets.  Brit- 
ish Rail  still  runs  commuter  and 
rural  lines  at  a  loss— because  they 
are  socially  or  politically  desirable. 
But  British  Rail  does  not  absorb 
the  losses  on  those  lines.  It  is  reim- 
bursed by  the  Department  of  En- 
vironment—in 1969  to  the  tune  of 
$146.8  million. 


But  all  that  is  past.  At  the  mo- 
ment, the  labor  unions  are  demand- 
ing wage  increases  of  15%  to  25%, 
and  British  Railways  thinks  it  can 
adord  only  9%.  So  a  strike  seems 
likely.  Then  too,  for  all  its  fine  pas- 
senger service,  British  Rail  today 
has  reached  the  point  where  it 
must  make  capital  investment  or 
see  its  equipment  and  rights-of-way 
run  down.  It  now  plans  to  .spend 
$228  million  a  year  between  1971 
and  1975,  but  in  so  doing  it  will 
no  longer  be  able  to  pay  its  own 
way.  In  fact,  it  will  not  even  have 
the  cash  flow  to  cover  the  debt  it 
must  take  on.  So  it  looks  as  if  the 
government  will  have  to  step  into 
the  breach  with  subsidies. 

It  is  in  the  national  interest  for 
Britain  to  maintain  its  rail  service 
and  for  the  public  to  pay  for  it.  It 
is  even  more  in  the  national  interest 
for  the  U.S.  to  have  rail  service, 
though  with  the  emphasis  on 
freight.  But  the  question  here  is 
just  how  the  public  will  go  about 
paying  for  it— through  government 
ownenship  or  subsidy  on  the  one 
hand,  or  through  the  creation  of 
conditions  under  which  the  rail- 
roads can  survive  on  their  own?  As 
the  British  system  makes  clear,  pass- 
ing the  buck  is  not  the  equivalent 
of  making  one. 


FORBES,   APRIL    1.    1971 


23 


Who  Says 
Baseball  Is  Like  Ballet? 

Commissioner  Bowie  Kuhn,  that's  who.  Which  maybe 
why  baseball  is  losing  out  as  the  great  national  sport. 


Major  league  baseball— the  game 
that  made  national  superheroes  out  of 
ordinary  men  Hke  Tyrus  Raymond 
Cobb,  George  HeiTnan  Ruth  and 
Jack  Roosevelt  Robinson— today  is  be- 
ing challenged  as  it  has  never  been 
challenged  before.  As  big  league  ball 
enters  its  102nd  season,  it  no  longer 
seems  to  fit  the  national  mood.  Worse, 
the  men  who  run  baseball  show  little 
inclination  to  adapt  the  sport  to  that 
changing  mood. 

The  result  is  that  in  an  era  de- 
scribed as  the  Golden  Age  of  Profes- 
sional Sports,  baseball  finds  itself  in 
the  fiscal  doldrums.  It  has  been  shoved 
aside  by  football  as  the  most  popular 
and  profitable  professional  game.  In 
growth  it  is  being  thoroughly  out- 
classed by  such  foimerly  minor  pro- 
fessional sports  as  basketball,  hockey, 
golf,  bowling,  auto  racing  and  even 
tennis. 

The  grand  old  game  has  been 
groaning  for  some  time,  but  it  really 
seemed  to  come  apart  at  the  seams 
last  year.  "Baseball  seemed  to  do  ev- 
erything it  could  to  get  itself  into  ill- 
repute,"  says  Bill  Veeck,  who  in  years 
past  was  baseball's  greatest  showman 
(he  once  hired  a  midget  player  to 
boost  attendance)  when  he  owned  in 
succession  the  Cleveland  Indians,  the 
former  St.  Louis  Browns  and  the  Chi- 
cago White  Sox. 

First  last  year  there  was  the  law- 
suit of  star  outfielder  Curt  Flood  that 
almost  overshadowed  the  season  it- 
self. His  suit,  which  may  draw  an  ap- 
peals court  decision  this  season,  chal- 
lenged baseball's  exemption  from  the 
antitrust  laws  and  its  right  to  control 
forever  where  and  for  whom  its  play- 
ers play.  'ITien  there  was  the  damaging 
gambling  association  case  of  pitcher 
Denny  McLain,  whose  wrist  was  only 
lightly  tapped  when  Baseball  Com- 
missioner Bowie  Kuhn  su.spended  him 
for  but  half  a  season.  As  a  fitting  cli- 
max, Kuhn's  own  comments  helped 
make  a  best-selling  book  out  of  Ball 
Four,  ex-pitcher  fim  Bouton's  off- 
lianded  expos6  of  organized  baseball. 
("Saying  players  kissed  on  the  Seattle 
bus— incredible!") 

As  the  game  now  enters  perhaps  its 
most  critical  season,  the  fiscal  prob- 
lems are  the  ones  that  hurt  most. 
Baseball  has  become  big  business. 
Based  on  data  filed  in  the  Curt  Flood 
case,  it  is  estimated  that  the  two  major 
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leagues  took  in  some  $163  million  last 
year  in  gate  receipts,  television  reve- 
nues and  concession  income. 

But  if  there  is  a  lot  of  cash  around 
the  sport,  there's  very  little  profit.  De- 
spite a  record  attendance  in  1970  of 
28.7  million,  the  overall  trend  was 
bearish.  As  long  ago  as  1948— before 
television  coverage  and  the  expansion 
from  16  to  24  major  league  teams- 
paid  attendance  was  already  20.9  mil- 
lion. The  American  League  drew  12.1 
million  fans  in  1970;  in  1948  the 
league  drew  11.1  million.  "And  now 
they  are  playing  with  50%  more  clubs 
and  eight  more  games  each  year  per 
club,"  Veeck  notes. 

There's  trouble,  too,  on  the  televi- 
sion side,  which  accounts  now  for 
fully  25%  of  baseball  revenues.  The 
ratings  of  the  nationally  televised 
Game  of  the  Week  peaked  at  9.4  in 
1967  (as  measured  by  the  A.C.  Neil- 
sen  scale)    and  have  declined  every 


Yankees'  Pride.  Lou  Gehrig 
played  2,130  games.  When 
he  retired  in  1939,  fatally 
ill,  the  natior)  wept  with  him. 


year  since— to  8.1,  a  14%  drop.  Base- 
ball's star  attraction,  the  annual  World 
Series,  has  fallen  even  more,  from  a 
1966  rating  of  25.7  to  21.0  in  1970. 
NBC's  three-year  contract  to  televise 
both  expires  this  year,  and  it  will  be 
interesting  to  see— now  that  the  net- 
works no  longer  enjoy  the  former 
large  revenues  from  cigarette  ads- 
how  much  baseball  will  be  able  to 
get  the  next  time  around.  Last  year 
all  television  rights  brought  the  in- 
dustry $38  million.  With  the  ratings 
down,  that  will  be  hard  to  match. 
One  result  of  lagging  attendance 
growth  and  poor  TV  ratings  at  a  time 
of  soaring  player  salaries  is  that  major 
league  teams  look  decidedly  unchip- 
per  at  the  bottom  line.  The  World 
Champion  Baltimore  Orioles  admit 
they  couldn't  have  come  close  to  their 
$345,000  net  profit  figure  last  year 
(on  revenues  of  $4.6  million)  if  they 
hadn't  gotten  into  the  World  Series. 
The  San  Francisco  Giants,  loaded 
with  player  talent  (including  three 
stars  making  over  $100,000  apiece), 
suffered  an  operating  loss  of  $900,000 
last  year.  In  all,  11  major  league 
franchises  out  of  24  are  known  to  be 
losing  money,  and  several  more  are  on 
the  borderline.  "What  kind  of  an  in- 
dustry can  you  say  it  is  when  the  total 
net  income  adds  up  to  only  $5  mil- 
lion?" asks  Walter  O'Malley,  whose 
Los  Angeles  Dodgers  continue  to  be 
one  of  baseball's  few  bright  success 
stories. 

Rest  In  Peace? 

It  all  brings  to  mind  the  parting 
comment  of  Thomas  Dockerty  as  he 
returned  to  Scotland  after  trying  un- 
successfully to  establish  big-time  pro- 
fessional soccer  in  the  U.S.  a  few 
years  ago.  "Baseball,"  said  Dockerty, 
"will  be  dead  in  20  years." 

Perhaps  Dockerty's  claim  is  ex- 
treme. But  there  is  no  doubt  that  our 
traditional  sport  is  in  a  lot  of  trouble. 
The  red  ink  might  not  be  so  disturb- 
ing during  an  economic  downturn  if 
there  weren't  so  many  indications  that 
the  game  is  on  a  long  ride  downward 
in  popularity,  especially  among  the 
young.  In  earlier  generations  ball- 
players were  youthful  heroes.  Today 
the  average  adolescent  turns  away 
from  Little  League  records  at  13  for 
hard  rock  ones.  "One  of  our  greatest 
challenges,"  admits  Robert  O.  Reyn- 
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The  Louis  Harris  organization  ran  a 
nationwide  sports  popularity  poll  last 
year  which  showed  that  baseball 
trailed  pro  football  in  popularit\-  for 
the  second  year  in  a  row.  "Football  is 
king  among  the  young,  with  basket- 
ball second  and  baseball  third  and 
being  pushed  by  auto  racing,"  said 
Harris.  What  was  most  revealing,  per- 
haps, was  that  baseball  had  dropped 
a  full  11  percentage  points  in  popu- 
larit\-  since  1968,  while  football  had 
remained  relatively  even. 

The  poll  didn't  get  much  play  on 
the  sports  pages.  And  it  is  true  enough, 
as  baseball  buffs  will  tell  you,  that  a 
larger  percentage  of  the  American 
public  goes  to  baseball  games  today 
than  purchased  tickets  50  years  ago. 
The  real  test,  however,  is  how  base- 
ball is  doing  with  its  potential  audi- 
ence. A  contrasting  analysis  by  James 
Downs,  president  of  the  influential 
Real  Estate  Research  Corp.,  shows 
that  in  1920,  with  16  major  league 
teams  in  ten  cities,  the  ratio  of  patrons 
to  possible  ticket  bu\ers  was  61'/?.  The 
ratio  is  now  below  37%.  Bill  Veeck 
asks  whether  the  New  York  Mets, 
even  wifli  a  profitable  attendance  of 
2.6  million,  are  realK'  doing  well  in  an 
area  of  14  million  people,  when  the 
Cincinnati  Reds  draw  1.8  million  in 
a    metropolitan    area    of    1.4    million? 


Where  Are  The  Heroes?  The  fans 
loved  Babe  Ruih  (left),  Bob  Feller 
(below  left)  and  Joe  DiMaggio  (be- 
low righf).  Now  team  ball  dominates. 


olds,  co-owner  with  former  movie 
cowboy  Gene  Autry  of  the  California 
.\ngels,  "is  to  attract  more  fans  in 
their  teens  and  early  twenties." 

The  game  seems  to  be  losing  its 
attraction  for  older  generations  too. 
Today's  corporate  executive  turns  pro 
football  T\'  parties  into  an  autumn 
ritual.  But  in  the  summer  he  puts 
more  emphasis  on  taking  his  family 
boating  or  camping.  Like  the  \outh 
of  the  Seventies,  he's  bored  by  the 
yawns  and  stretches  of  baseball. 
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In  addition,  the  major  league  clubs 
are  still  smarting  over  sparsely  filled 
stands  at  last  year's  play-offs  in  Minne- 
apolis and  Pittsburgh. 

There  is  a  business  moral  in  all 
this.  Downs  and  Veeck  are  just  two 
of  a  number  of  critics  who  believe 
baseball  managements  are  living  in 
the  past.  "The  owners  transact  busi- 
ness like  this  was  the  19th  century," 
says  lawyer  Marvin  Miller,  director  of 
the  Players  Association.  On  the  field 
they  do   a   second-rate  job  of  enter- 
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tainment  merchandising.  Games  can 
run  from  2/2  to  3/2  hours  and  longer. 
They  resist  rule  changes  that  would 
speed  up  the  game.  Basketball,  on  the 
other  hand,  has  introduced  the  24- 
second  shooting  rule,  which  makes  the 
game  faster  with  higher  scoring.  Ten- 
nis has  introduced  tie-breaker  games 
to  shorten  matches.  But  baseball  fans 
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The  Dodgers'  Walter  O'fAalley 

are  treated  to  dragged-out  games 
which  run  through  a  lengthy  162- 
game  season.  Michael  Burke,  presi- 
dent of  the  New  York  Yankees  and  a 
vice  president  of  its  owning  corpora- 
tion, the  Columbia  Broadcasting  Sys- 
tem, says  that  21  teams  suffered  a  35% 
to  40%  drop  in  attendance  after  Labor 
Day  last  year.  He's  pushing  Kuhn  for 
a  much  shorter  major  league  season, 
perhaps  by  as  many  as  40  games. 

Packaging  Problem 

What  football  managements  have 
learned  to  do,  Veeck  believes,  is  sell 
the  game  itself  as  exciting.  Even  if  a 
contest  isn't  for  the  Super  Bowl  title, 
people  will  watch  to  plot  the  strategy, 
see  a  good  pass  or  a  bone-jarring 
tackle.  Baseball,  on  the  other  hand, 
has  sold  the  won-and-lost  column.  A 
team  almost  has  to  be  in  contention 
for  the  pennant  to  rate  a  good  audi- 
ence, and  by  July  a  majority  of  clubs 
are  clearly  out  of  the  running. 

The  downward  trend  is  partly  the 
result  of  a  sharp  erosion  in  baseball's 
psychological  appeal  in  our  society. 
Syndicated  psychologist  Dr.  Joyce  D. 
Brothers,  who  also  is  a  sports  buff, 
contends  that  an  organized  sport  de- 
pends tremendously  on  a  general  cul- 
tural priority.  Today  there  is  more  of 
a  demand  for  speed  and  violence. 
"Violence  breeds  a  tolerance  of  vio- 
lence and  a  desire  for  violence,"  she 
says.  "Therefore,  the  attraction  of 
football  grows." 

Running  along  with  these  cultural 
trends  is  the  explosion  in  leisure- 
time  sports  for  the  individual.  "I'm 
not  so  worried  about  the  competitive 
sports  as  I  am  the  struggle  with  other 
summer  activities  for  the  entertain- 
ment   dollar,"    says    Kuhn.    Boating, 


26 


camping,  motorcycling,  even  frisbee 
tossing  and  boomeranging  are  riding 
popularity  waves. 

Yet  to  be  fully  assessed  is  the  im- 
pact of  television  on  baseball  in  the 
past  20  years.  There  are  those  who 
believe  that  TV  broadcasters  have 
made  it  a  very  different  game  indeed 
inside  the  American  psyche.  William 
O.  Johnson  Jr.,  a  Sports  Illustrated  ed- 
itor, theorizes  that  a  new  sports  era 
has,  in  fact,  arrived.  The  new  fan  lives 
in  his  TV  chair  awaiting  the  next 
ersatz  sports  thrill  but  missing  the 
commercials.  At  least  that's  the  way 
Johnson  pictures  him  in  his  book.  Su- 
per Spectator  and  the  Electric  Lilli- 
putians. He  writes:  "This,  in  the 
Epoch  of  Super  Spectator,  is  the  way 
the  mass  of  America  takes  its  sports. 
.  .  .  Insulated,  isolated,  miniaturized, 
in  gloom  of  darkened  room  with  es- 
sential plug  in  essential  socket,  the 
electronic  window  aglow,  a  kindly 
capitalist  to  pay  the  freight  while  Su- 
per Spectator  coolly  steps  away  from 
his  set  to  go  to  the  bathroom."  The 
joys  of  real  viewing,  the  hot  dogs,  the 
beer,  the  roar  of  the  crowd  have  suc- 
cumbed to  simulated  viewing. 

But  is  baseball  paced  to  this  kind 
of  spectator  sport?  Paul  Weiss,  a  pro- 
fessor of  philosophy  at  Catholic  Uni- 
versity and  author  of  Sport,  thinks  TV 
coverage  has  warped  baseball  badly. 
"It's  not  the  real  game.  It's  too  slow 
and  becomes  just  pitcher  against  bat- 
ter. They  ignore  the  interaction  in  the 
outfield.  The  spectator  is  being  cheat- 
ed." Some  observers  think  NBC  im- 
proved coverage  last  fall  when  it 
flashed  close-ups,  instant  replays  and 
split  screen  movements  during  the 
World  Series.  But  most  fans  are  treat- 
ed to  plodding  coverage  by  regional 
hookups  that  follow  their  home  teams 
out  of  town.  If  the  spectator  is  seeing 
something  other  than  real  baseball— 
and  is  bored  by  it— what  impetus  is 
there  to  rush  out  to  the  stadium  when 
the  home  team  returns  for  a  series? 

No  Incentive 

Despite  all  this,  as  the  teams  ran 
through  the  traditional  six  weeks  of 
spring  training  this  year  in  Florida 
and  Arizona,  the  24  major  league 
owners  gave  no  hint  the  game  might 
be  on  its  deathbed.  Most  of  the  own- 
ers are  wealthy  individuals  who  like 
to  be  characterized  as  sportsmen. 
Only  nine  of  the  24  are  full-time  own- 
ers, and  several  of  them,  such  as  Cal- 
vin E.  Griffith  of  the  Minnesota  Twins, 
Robert  Carpenter,  who  takes  no  sal- 
ary as  president  of  the  Philadelphia 
Phillies,  and  Horace  Stoneham  of  the 
San  Francisco  Giants,  might  best  be 
termed  sportsmen,  too. 

And  that  is  probably  the  heart  of 
the  matter.  Shorn  of  the  profit  motive 


by  its  sportsmen  owners,  baseball  has 
been  deprived  of  the  necessity  to  tailor 
itself  to  the  demands  of  its  market— 
,  either  at  the  stadium  or  on  the  tele- 
vision screen.  (Philip  Wrigley,  for  ex- 
ample, has  steadfastly  refused  to  install 
lights  at  his  ball  park  so  his  Cubs 
could  play  home  games  at  night,  when 
attendance  potential  is  far  greater.) 
The  result  is  that  baseball  does  not 
really  compete  as  other  businesses  do 
foe  the  customers'  dollars.  Why  should 
it?  Their  sportsmen  owners  are  there 
to  pick  up  the  losses  if  need  be. 

"These  are  men  who  love  the  game," 
says  Walter  O'Malley,  who  won  his 
millions  by  getting  into  baseball  and 
moving  the  Dodgers  from  Brooklyn 
to  Los  Angeles.  "They  can  stand  to 
take  a  loss  and  they  will.  But  they'd 
rather  make  a  little  money.  And  some 
of  us  would  like  to  make  a  lot." 

Baseball  does  offer  some  advan- 
tages financially  through  capital  gains, 
or  in  tax  write-offs  on  player  contracts. 
O'Malley  made  $4-million-plus  in  one 
year  shortly  after  taking  the  Dodgers 
out  of  Brooklyn  in  1958.  The  Pilots 
went  into  Seattle  as  an  expansion  club 
in  1969  for  $5.6  million  dollars.  It 
cost  Milwaukee  interests  $10.8  million 
to  pick  up  the  same  team  just  a  year 
later.  But  most  owners  don't  have 
time  for  the  day-to-day  details  of 
baseball.  Therefore,  they  have  tmned 
most  of  the  decisions  over  to  general 
managers  who  have  been  in  the  game 
a  long  time.  They  are  baseball  men, 
like  Frank  Lucchesi,  general  manager 
of  the  Phillies,  who  have  a  vested  in- 
terest in  keeping  the  sport  the  way 
it  has  always  been.  Says  O'Malley: 
"There  are  no  new  ideas  in  baseball. 


Commissioner  Bowie  Kuhn 
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"^^On  Long  Distance  calling,  I  play  the  percentages. 
I've  learned  Tm  ahead  when  I  dial  direct 
rather  than  call  person-to-person,  even  if  the 
odds  are  only  50-50  that  my  party  will  be  there. 

Burns  W.  Roper,  The  Roper  Organization,  Inc.,  marketing  research.  New  York 


n 


For  years,  many  businessmen  have 
figured  they  save  money  when  they  place  their 
out-of-state  Long  Distance  calls  person-to-person 
through  the  operator. 

But  today's  dial-it-yourself  rates  have 
changed  all  that. 

For  example,  from  8  a.m.  to  5  p.m.,  Mon- 
day through  Friday,  a  three-minute,  coast-to-coast 
call  placed  person-to-person  costs  $3.55  plus  tax. 


If  you  dial  the  call  yourself,  station-to- 
station,  without  operator  assistance,  the  cost  is  just 
$1.35  plus  tax. 

You  save  $2.20  on  that  one  call! 

That's  why  businessmen  like  Burns  Roper 
are  dialing  their  own  interstate  Long  Distance  calls 
whenever  they  can. 

It's  good  business. 


Highlights  from  trw's  1970  repon  to  investors 


TO  OUR  INVESTORS. 

We  are  pleased  to  report  what  we  believe 
to  be  an  above-average  competitive  per- 
formance by  TRW  in  1970. 

Highlights  of  the  year  included: 

■  Earnings  per  share  improved  for  the 
eighth  consecutive  year,  increasing  to  $2.40 
per  share  from  $2.36  in  1969.  Earnings  after 
taxes  rose  to  $79.3  million  from  $78.2  mil- 
lion the  previous  year.  Sales  were  $1,585  bil- 
lion, compared  with  $1,588  billion  in  1969. 

■  TRW  people  at  all  levels  responded  very 
well  to  the  challenges  of  a  continuing 
domestic  recession,  inflationary  cost  in- 
creases, prolonged  strikes  in  the  trucking 
and  automotive  industries  and  major  reduc- 
tions in  government  defense  and  space  pro- 
curement. This  response  included  a  vigor- 
ous cost  reduction  program  which  held 
profit  margins  close  to  1969  levels,  aggres- 
sive marketing  efforts  which  increased  our 
penetration  in  all  major  markets  and  con- 
tinued introduction  of  new,  competitively 
attractive  products  and  services. 

■  The  beneficial  results  of  TRW's  diver- 
sification were  evident.  Pacing  the  com- 
pany's progress  in  1970  was  the  major 
growth  in  international  sales  of  vehicle  com- 
ponents and  oilfield  equipment,  as  well  as 
in  worldwide  sales  of  automotive  replace- 
ment parts.  Significant  growth  also  was 
achieved  in  newer  electronics  fields  such  as 
automated  control  systems,  charge  authori- 
zation equipment,  and  computer-based  in- 
formation services.  Markets  most  directly 
tied  to  the  sagging  domestic  economy  and 
to  government  procurement  were  weak  — 
including  automotive  components  for  origi- 
nal equipment  manufacturers,  electronic 
components,  industrial  tools,  bearings,  fas- 
teners, and  electronic  systems  for  aero- 
space use. 

a  investment  in  longer  range  growth  oppor- 
tunities continued  at  record  levels  during 
1970.  New  products  were  introduced  in  all 
major  market 
categories; 
research  and 
development 
continued  at  a 
high  level; 

plant  capacity    ^^    ^™.^^ 
was  signifi-         ^H    ^ECZSk    •ff^"*^  f.^ 
cantly  in- 
creased for 
further  inter- 
national sales 
expansion; 


and  substantial  investment  continued  in  de- 
veloping new  applications  for  systems  tech- 
nology in  new  civil  fields  such  as  pollution 
control  services,  urban  planning,  and  trans- 
portation and  traffic  control  services. 

■  Two  dominant  trends  in  TRW's  growth 
pattern  became  more  apparent  during  1970. 
They  were  TRW's  emergence  g.s  a  major 
multinational  company,  with  overseas  busi- 
ness reaching  22%  of  sales  in  1970  com- 
pared with  1 7%  in  1 969,  and  TRW's  growing 
leadership  in  new  systems-oriented  prod- 
ucts and  services  for  industrial,  commercial 
and  civil  markets. 

■  During  1970,  employee  relations  contin- 
ued to  receive  major  attention  within  TRW. 
New  employee  benefits  were  introduced; 
labor  agreements  were  equitably  negoti- 
ated; internal  communications  programs 
were  strengthened;  and  continued  effort 
was  devoted  to  maintaining  and  enhancing 
TRW's  favorable  working  environment.  Spe- 
cial attention  by  the  company  and  its  em- 
ployees was  again  given  to  equal  employ- 
ment opportunity  and  to  many  important 
community  projects. 

LOOKING  AHEAD  TO  1971,  we  believe  that 
TRW's  posture  is  strong  in  each  of  its  major 
markets.  The  organization  is  in  competitive 
trim,  our  new  products  and  services  are  be- 
ing well  received,  and  our  investment  in 
longer  range  growth  opportunities  contin- 
ues. We  look  forward  to  further  strong  growth 
in  our  international  markets  generally,  and 
in  electronic  control  systems,  computer- 
based  information  services,  and  automotive 
replacement  parts.  Our  domestic  automo- 
tive, electronics  and  industrial  components 
businesses  should  increase  as  the  U.S. 
economy  improves.  Aerospace  volume 
is  expected  to  be  down  from  1970.  Again 
in  1971,  we  expect  our  diversification  and 
market  strength  to  help  TRW  achieve 
continued  growth. 

Over  many  decades,  TRW  has  been 
a  company  which  has  grown  because 
it  successfully  anticipated  promising 
new  markets  and  then  pioneered  in 
their  development.  We  expect  this  pat- 
tern to  continue  in  the  years  ahead. 

For  the  Chief  Executive  Office: 

Horace  A.  Shepard 
Chairman  of  the  Board  and 
Chief  Executive  Officer 


February  18,  1971 
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TRW  HAS  GROWN  BECAUSE  IT  ANTICIPATED  NEW 
MARKETS,  THEN  PIONEERED  IN  THEIR  DEVELOPMENT 

Aggressive  management  and  marketing,  combined  with  advanced  technology 
and  selective  diversification,  marks  TRW's  growth  in  major  industries  born 
during  this  century  —  automotive,  aircraft,  electronics,  space  and  systems. 


u  In  the  automotive  industry,  the  com- 
pany grew  from  a  maker  of  valves  in 
1904  to  a  multinational  producer 
of  engine  and  chassis  parts  for 
both  original  equipment  and 
replacement  markets.  Automotive 
firsts  include  one-piece  forged 
valves,  molybdenum-coated  piston 
rings  and  ball  joint  suspension. 
■  By  1915  the  company  had 
developed  the  valves  for  several 
early  aircraft.  Sodium-cooled 
valves  helped  power  Lindbergh's 
Spirit  of  St.  Louis.  In  World 
War  II,  these  valves  and  our  fuel 
booster  pumps  were  vital  to 
high-altitude  flying  For  today's 
aircraft,  TRW  pioneered  new 
ways  of  manufacturing  jet  engine 
airfoils  and  other  aircraft  parts. 
■  Dramatic  changes  marked  the 
company's  post-war  period.  Two 
new  markets  were  entered:  elec- 
tronics and  industrial  products. 
The  company's  electronics  base 
was  broadened  by  merging  with 
Ramo-Wooldridge,  an  early  leader 
^         in  sen^iconductor  technology,  as 
well  as  systems  engineer  and  tech- 
nical director  for  the  Air  Force  ballistic 
missile  program.  This  merger  produced 
Thompson  Ramo  Wooldridge  inc.,  a 
name  shortened  in  1965  to  TRW  Inc. 


■  In  1958,  the  company  became  the 
first  industrial  firm  to  build  a  space- 
craft —  Pioneer  I.  Then,  Vela  nuclear 
test  detection  satellites,  Orbiting  Geo- 
physical Observatories  and  Intelsat  III 
commercial  communications  satellites 
followed.  TRW's  mission  analysis  and 
propulsion  and  electronic  systems 
played  key  roles  in  landing  the  first  men 
on  the  moon. 

■  During  the  60's  the  company  further 
diversified  within  its  major  markets 
through  internal  product  developments 
and  acquisitions.  TRW's  long  experi- 
ence in  computer  software  and  infor- 
mation services  led  to  new  commercial 
markets.  New  electronics  products  in- 
cluded miniature  motors,  resistors,  con- 
nectors, transformers  and  data  han- 
dling systems.  Other  additions:  bear- 
ings, cutting  tools,  fasteners,  oilfield 
equipment,  automated  control  systems 
and  computer-based  information 
services. 

■  Increasingly,  TRW's  management  re- 
sources are  geared  not  only  to  profit- 
able products  and  services,  but  also 
toward  helping  find  solutions  to  major 
problems  facing  society.  In  the  70's 
these  growth  areas  include  civil  sys- 
tems activities  in  urban  development, 
pollution  control,  medical  services, 
mass  transportation  and  traffic  control. 


RESULTS  BY  BUSINESS  CATEGORIES 


Sales 


Earnings 
Before  Taxes 


1 970      1 969 


Electronic  Components,  Systenns  and  Services 
Vehicle  Components 

Aerospace  Components,  Systems  and  Services 
Industrial  Components,  Equipment  and  Systems    19 

Total 


27% 

31 

23 


29% 
28 
23 
20 


1 00%     1 00% 


1970 

1969 

20% 

20% 

29 

29 

25 

23 

26 

28 

1 00% 

1 00% 

For  a  copy  of  TRW's  1970  Annual  Report  to  Investors,  write 

Marshall  A.  Petersen,  Director  of  Investor  Relations, 

TRW  Inc.,  23555  Euclid  Avenue,  Cleveland,  Ohio  4411 7. 
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When  someone  comes  up  with  an 
idea  to  revolutionize  the  game,  it's 
usually  something  that's  been  dusted 
off  from  yesterday." 

Though  they  operate  their  teams 
with  a  slightly  better  eye  on  balance 
sheets,  the  title  of  sportsman  seems  also 
to  apply  to  those  owners  with  large 
corporate  involvements:  August  A. 
Busch,  who  enjoys  the  St.  Louis  Cardi- 
nals as  an  Anheuser-Busch  subsidiary; 
Jerold  C.  Hoffberger,  who  heads  the 
National  Brewing  Co.  and  the  world 
champion  Baltimore  Orioles;  Philip  K. 
Wrigley,  with  his  Chicago  Cubs  and  a 
chewing  gum  fortune;  Charles  Bronf- 
man of  the  Montreal  Expos  and  the 
Seagram  hquor  empire;  Robert  A. 
Uihlein,  president  of  Schlitz  Brewing 
Co.  and  an  owner  of  the  new  Milwau- 
kee Brewers;  and  also  William  Paley, 
chairman  of  CBS,  whose  Yankees  have 
made  money  in  only  two  of  the  six 
years  CBS  has  had  the  team. 

What  do  such  men  get  out  of  base- 


Tradeya.  Player  cards  are 
popular,  but  Topps  Gum 
pushes  ofher  sporfs  heroes,  too. 


ball?  Take  Ewing  M.  KaufiFman, 
whose  fortune  is  built  on  pharmaceu- 
ticals but  who,  along  with  his  wife, 
Muriel,  has  become  a  tremendous  base- 
ball fan  now  that  he  owns  the  Kan- 
sas City  Royals.  Kauffman  says  flatly 
that  "anyone  would  be  idiotic  to  go 
into  baseball  as  an  investment."  Kauff- 
man figures  he  has  shot  at  least  $15 
million  on  the  Royals  since  he  took 
on  the  expansion  team  in  1968.  He 
plunked  down  $6  million  for  the  fran- 
chise, another  $6  million  to  acquire 
six  farm  teams.  He  has  put  another 
$1.5  million  into  a  year-round  base- 

Baseball's  Box  Score 

Baseball  dotes  on  its  "stats,"  but  is  shy  of  financial 
reports.  Only  four  clubs  are  public,  Baltimore,  Atlanta, 
Chicago  Cubs  and  San  Francisco.  After  batting  about 


ball  academy  he's  started  in  Sarasota, 
Fla.,  and  $5  million  to  help  complete 
Kansas  City's  new  baseball  stadium, 
which  may  be  ready  for  the  1971 
y- season. 

In  Kansas  City,  Kauffman  is  now  a 
hero.  He  saved  major  league  baseball 
for  the  city  when  insurance  man 
Charles  O.  Finley  abruptly  moved 
the  Athletics  (once  of  Philadelphia, 
remember?)  to  Oakland.  And  the  new 
stadium  will  be  his  pride  and  joy. 
"We'll  have  a  scoreboard  ten  stories 
high,"  he  says.  "A  man  knocks  a  home 
run,  a  computer  will  draw  his  face  in 
lights.  It  will  be  the  greatest  score- 
board in  the  world."  Before  baseball, 
Kauffman  was  a  drug  salesman  who 
had  parlayed  $4,300  in  poker  win- 
nings into  a  $50-million  interest  in  his 
Kansas  City-based  Marion  Labs. 

Other  than  public  accolades  and 
civic  pride,  it's  hard  to  see  what  other 
owners  like  Thomas  Yawkey,  who 
poured  a  lumber  fortune  into  Boston's 


fhe  leagues,  we 

offer  fhese  ball  pari(  es 

timates: 

Franch 

ise  value 

change  since 

American  League 

Key  Owner 

Affiliations 

Attendance 
1970  (000) 

Profit  or 
(Loss)  1970 

acquisition 
(millions) 

Baltimore  Orioles 

Jerold  C.  Hoffberger 

National  Brewing  Co. 

1,057 

$345,160 

$  2.4  to  $12 

Boston  Red  Sox 

Thomas  Yawkey 

lumber 

1,595 

$200,000 

$  0 

to  $10 

California  Angels 

Robert  Reynolds,  Gene  Autry 

broadcasting 

1,077 

$100,000 

$  5.5  to  $  9 

Chicago  White  Sox 

John  Allyn  Jr. 

Artnell  Co. 

495 

(Loss) 

$10 

to  $12 

Cleveland  Indians 

Vernon  Stouffer 

restaurants 

729 

($2  million) 

$  8 

to  $  9 

Detroit  Tigers 

John  Fetzer 

broadcasting 

1,501 

(Profit) 

$  5.5  to  $  8 

New  York  Yankees 

CBS 

broadcasting 

1,136 

($150,000) 

$14 

to  $16 

Kansas  City  Royals 

Ewing  Kauffman 

Marion  Labs 

693 

($2  million) 

$  6 

to  $7.5 

Minnesota  Twins 

Calvin  E.  Griffith 

baseball 

1,261 

$  50,000 

$  0 

to  $12 

Oakland  Athletics 

Charles  0.  Finley 

insurance 

778 

(Loss) 

$  3 

to  $  8 

Milwaukee  Brewers 

21  investors 

Schlitz;  Reading  R.R. 

933 

($1  million) 

$10.8  to  $11 

Washington  Senators 

Robert  Short 

trucking;  hotels 

824 

($1  million) 

$  9 

to  $  7 

National  League 

Atlanta  Braves 

Wm.  Bartholomay 

insurance 

1,078 

$120,000 

$  6.2  to  $10 

Chicago  Cubs 

Philip  Wrigley  (80%) 

chewing  gum 

1,642 

$380,000 

$  0 

to  $11 

Cincinnati  Reds 

Francis  Dale 

Cincinnati  Enquirer 

1,803 

$500,000 

$  8 

to  $10 

Houston  Astros 

Roy  Hofheinz 

Astrodome 

1,253 

$100,000 

$  5 

to  $12 

Los  Angeles  Dodgers 

Walter  O'Malley 

baseball 

1,697 

$1  million 

$  0 

to  $28 

Montreal  Expos 

Chas.  Bronfman 

Seagram 

1,424 

($1  million) 

$10 

to  $14 

New  York  Mets 

Mrs.  Chas,  Payson 

investments 

2,697 

$2  million 

$33/4 

to  $20 

Philadelphia  Phillies 

Robert  Carpenter 

baseball;  du  Pont 

708 

($1  million) 

$  0 

to  $10 

Pittsburgh  Pirates 

John  Gaibreath 

construction 

1,341 

$150,000 

$  0 

to  $12 

St.  Louis  Cardinals 

Anheuser-Busch 

brewing 

1,629 

(Profit) 

$31/2 

to  $14 

San  Diego  Padres 

C.  Arnholdt  Smith 

investments 

643 

($1  million) 

$10 

to  $  9 

San  Francisco  Giants 

Horace  Stoneham  (60%) 

baseball;  real  estate 

740 

($926,413) 

$  0 

to  $10 

30 
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There  is  a  simple,  easily  learned  method  which  makes  for  vastly 

increased  creativity  ~  quantitative  and  qualitative. 

It  also  makes  problem  solving  a  high  skill! 


There  is  a  diagnostic  method  which  revolutionizes  memorization 
and  information  retention  —for  children  as  well  as  adults! 


There  is  an  easily  learned,  special  perceptual  skill  which  makes 
it  possible  to  learn  to  play  chess  brilliantly! 


A  year's  intensive  work  has 
gone  into  the  first  issue  of  I.Q..  the  first 
and  only  magazine  totally  concerned 
with  LEARNING.  No  theory,  no  aca- 
demic discussions,  no  generalized  and 
non-utilizable  material.  But  immediate 
application  material  for  adults,  teen- 
agers, children  and  infants  distilled 
from  all  the  advanced  scientific  work 
which  relates  to  all  forms  of  learning. 

I  Q.  was  designed  to  serve  all 
learning  needs— vocational  and  avoca- 
tion— from  a  comprehensive  grasp  of 
computer  technology  to  golf,  from 
motivating  young  people  to  continuing 
education  for  adults,  from  intellectual 
skills  to  physical  skills. 

Here  is  a  sampling  of  articles 
and  features  planned  for  the  first  issues: 

1.  Diagnosing  peak  intellectual 
activity  periods:  This  is  a  rarely  used 
temperature  test  which  can  precisely 
identify  the  time  of  day  which  makes 
for  optimum  comprehension,  retention, 
and  conceptual  grasp.  It  also  differen- 
tiates times  of  day  best  for  intellectual 
performance  and  times  best  for  rote 
retention. 


intelligence  development.  What  do  you 
do?   What   are   the   clear   instructions 


2.  Compensating  for  defective 
schools:  There  is  too  much  bad  teach- 
ing, too  much  teaching  methodology 
inappropriate  to  the  individual  child 
and  young  adult.  When  you  can't 
change  schools,  what  do  you  do?  Clear, 
easy  to  use  diagnostic  tests  and  step-by- 
step  instructions  on  how  to  repair  dam- 
age and  increase  learning  efficiency. 

3.  Providing  infants  with  Intel- 
ligence Maximization:  At  last,  it  has 
been  demonstrated  that  the  first  months 
of  infancy  can  minimize  or  maximize 


which  govern  parental  behavior,  the 
infant  environment,  the  language  and 
message  systems  which  potentiate  the 
infant? 

4.  Answering  the  Hunger  for 
Continuing  Education:  Lists  of  books 
are  all  well  and  good.  But  how  do  you 
design  an  authoritative  program — bet- 
ter than  what  is  generally  available  in 
universities  or  colleges  with  continuing 
education  programs?  What  about  new 
forms  of  reading  skills?  What  about 
professional  self-testing? 

5.  The  Answer  to  School  Drop- 
Outs:  There  has  been  too  much  ser- 
monizing and  too  many  generalities. 
The  latest  studies  agree  on  the  need  for 
diagnosis,  short-term  motivation  tech- 
niques, the  development  of  better  learn- 
ingskills.  The  techniques  are  reasonably 
simple — once  the  problem  is  identified. 

6.  New  Skills  Acquisition  in  the 
Middle  Years:  The  problem  is  not  one 
of  learning — but  relearning.  Remark- 
able techniques  have  been  available  for 
many  years — had  somebody  cared  to 
put  them  in  such  form  that  anybody 
could  apply  them.  That  form  now  exists! 

I.Q.  has  planned  an  almost  in- 
exhaustible series  of  articles,  features, 
tests,  devices — all  with  the  learning 
•needs  of  all  components  of  the  general 
public  in  mind.  It  has  reached  out  for 
the  best  minds,  the  most  important  re- 
searchers, the  best  learning  technicians 
in  the  world.  The  only  criteria  that  were 
set — no  theory,  no  generalities.  Reada- 
bility, usability. 


Whatever  your  learning  needs,  what- 
ever the  learning  needs  of  your  fam- 
ily, I.Q.  will  address  itself  directly  to 
those  needs — with  specifics! 


The  cost  of  a  trial  subscription 

$6.00  for  6  months 

It  may  be  worth  $6.00  to  learn 
a  brilliant  new  way  to  play  chess — 
brilliantly.  But  what  is  it  worth  if  you 
can  save  your  child's  intellectual  life 
and  your  job  at  the  same  time? 

Nuflf  said! 


iO 


P.O.  Box  97903 
Chicago,  Illinois  60690 


I  enclose  $6.00  for  a  trial,  six-issue 
subscription  to  I.Q.,  the  only  publication 
devoted  exclusively  to  all  forms  of  learn- 
ing for  everybody. 

n  Please  bill  me  $12.50  for  my  one-year  sub- 
scription to  I.Q. 


Name 


Address 


City  State 

©I.Q.  T.M.  Reg.  Pend. 


Zip 


F-4 


Red  Sox;  or  Mrs.  Joan  W.  Payson, 
sister  of  publisher  John  Hay  Whitney, 
who  underwrote  the  New  York  Mets 
during  seven  unprofitable  years,  really 
get  out  of  the  game.  It's  hard  to  see 
also  what  they're  doing  to  move  the 
game  forward. 

There  are  some  indications  the 
owners  realize  they're  on  a  nation- 
wide roller  coaster  going  downward. 
Putting  the  Yankc-s  on  the  block,  as 
is  now  rumored,  may  signal  that. 
Trucking  executive  Robert  E.  Short 
has  indicated  he  would  like  to  sell  the 
Washington  Senators,  now  suffering 
from  lagging  attendance.  NBC  is  re- 
ported to  be  interested  in  the  money- 
making  Los  Angeles  Dodgers.  Only 
O'Malley  hasn't  heard  about  it,  and 
there  seem  to  be  \'er\  few  other  buy- 
ers of  baseball  teams  available. 

It's  not  necessarily  strike  three  for 
baseball.  O'Malley  believes  the  game 
still  offers  the  cheapest  ticket  around 
(an  average  ducat  is  still  only  $2.50), 
and  that  if  owners  manage,  trade  and 
promote  well,  they'll  make  a  profit. 
Burke  of  the  Yankees  is  pressing  for 
rule  changes  to  speed  up  the  game. 
And  there  is  talk  of  splitting  the  Uvo 
leagues  into  three  divisions  each,  or 
of  creating  three  eight-team  leagues. 
The  idea  in  each  case  is  to  sharpen 
competition,  cut  some  costs  and  pro- 


Abner  Doubleday.  If  he  didn't  in- 
venf  baseball  in  Cooperstown,  he 
at   least   made   the   diamond   square. 


vide  for  possible  expansion  to  Dallas, 
Toronto,  New  Orleans  and  even  To- 
kyo. Expansion  also  spreads  new  mil- 
lions to  present  owners  in  payment 
for  giving  up  players  to  new  teams. 
But,  says  Joseph  Durso,  baseball  writ- 
er for  the  New  York  Times,  "Baseball 
is  already  overextended.  The  kill  ra- 


tio of  franchises  is  going  to  be  high." 
Can  baseball  win  its  way  back 
into  the  cultural  heart  of  America? 
Burke  thinks  that  with  its  easier  mo- 
,.tions  and  its  emphasis  on  the  individ- 
ual, baseball  provides  "an  essential 
counterpoint  to  the  nonindividual  of 
toda>'s  frenetic  society."  Says  Com- 
missioner Kuhn:  "These  are  some  of 
the  mo!jt  highly  skilled  players  you'll 
see  in  sports.  It's  almost  an  art  form. 
Look  at  the  rhythm,  the  geometry  of 
the  game.  It's  pleasing  to  the  eye. 
It's  almost  like  ballet." 

Perhaps  baseball  can  be  marketed 
in  the  Seventies  as  kind  of  a  nostalgic 
art  form.  And  perhaps  it  can  even  be 
sold  that  way  over  television  to  a  spe- 
cialized audience  when,  as  O'Malley 
thinks  is  ine\'itable,  a  form  of  "mod- 
erate cost  pay  cable  television,"  moves 
into  the  sport.  But  unless  some  mon- 
eymaking  zeal,  the  old  discipline  of 
profit-and-loss,  is  reinjected  into  the 
game,  chances  are  that  baseball's  days 
as  the  great  national  sport  are  over. 

Maybe  om-  national  pastime  will 
end  up  just  as  novelist-essayist  and 
baseball  lover  Mark  Harris  hopes  it 
will:  as  a  minor  sport,  a  quaint  an- 
achronism where  the  pitcher  takes  all 
day  and  home  run  kings  step  out  of 
the  batter's  box  to  watch  jet  planes 
pass  overhead.   ■ 
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Cruis-Ader-the  step  that's  easy  to  take,  once  you've  checked  out  other  cruisers. 
A  decision  that's  easy  to  live  with  from  every  standpoint  influencing  boat  ownership: 
design,  performance,  luxury,  maintenance  ease. 

Your  Ctuis-Ader  fiberglass  catamaran  yacht  Is  the  semidisplacement  type  for 
the  safest,  softest,  yes,  dryest  ride  you've  ever  experienced.  The  stability  spells 
the  difference  between  cruising  comfort  and  what  can  become  an  endurance  contest 
in  off-shore  waters. 

A  spon  deck  and  fly  bridge  are  options  on  either  45-foot  or  57-foot  models. 
The  full-beam  wheelhouse.  found  only  on  Cruis-Aders,  gives  you  360-degree 
viewing.  The  speed,  stamina,  power  options,  instrument  quality  and  standard 
features  make  Cruis-Ader  not  just  more  boat  for  the  money  but  more  of  a  pleasure 
to  own. 


CARRI.CRAFT 


BERLIN.  WISCONSIN  5-<9?3 


From  a  maintenance  standpoint,  there  are  no  contenders.  These  yachts  draw 
less  water  than  keel  boats  and  are  easier  to  get  in  and  out  of  the  water.  Rein- 
forced fiberglass  construction  gives  you  more  boating  time,  less  maintenance 
downtime. 

For  personal  or  business  entertaining,  Cruis-Ader  is  the  best  host  afloat.  There's 
more  total  living  area,  more  headroom,  more  sleeping  convenience-excellent 
accessways  and  stowage,  every  amenity  for  luxury  living.  Alternate  floor  plans  and 
outstanding  decors  provide  rich  wood  paneling,  carpeting,  padded  wall  and  ceiling 
covering,  opulent  furnishings,  to  customize  your  yacht  and  merit  your  pride. 

To  check  out  all  the  reasons  that  make  Cruis-Ader  your  final  step  up  in  boating 
pleasure,  see  your  dealer  or  write  direct  for  our  new 
Cruis-Ader  brochure. 


A  Subsidiary  ot  UIP  Corp.  , 
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The  Curse  of  Too  Much 

Gulf  Oil  has  more  than  enough  crude.  That's  good. 
But  too  much  of  it  is  in  Kuwait.    That's  bad. 


All  throlch  th£  Slxties,  Gulf  Oil 
Chairman  E.D.  (Del)  Brockett  ran  a 
race  against  time— and  he  hasn't  won 
it  \et.  His  aim  was  to  make  Gulf,  the 
worlds  third-largest  crude  supplier 
(revenues  S6.7  billion),  a  fully  inte- 
grated, geographically  balanced  inter- 
national oil  company.  Gulf  had  plenty 
of  crude,  but  more  than  half  was  in 
remote  Kuwait.  His  fear  was  that  Gulf 
would  be  trapped  with  one  egg- 
high  sulphur  c-ontent  crude— in  one 
basket— Kuwait.  Events  moved  faster 
than  Gulf,  and  the  result  is  a  slide  in 
earnings;  down  2.6^  in  1969,  down 
another  9.9«  in  1970.  This  at  a  time 
when  the  other  U.S.  international  oil 
majors  were  up— though  in  the  case  of 
Standard  Oil  of  California,  only  just. 

"Transportation, "  says  Brockett,  "is 
what  has  realK  affected  our  earnings. 
We  just  didn't  have  enough  of  it." 
Gulf  wasn't  alone  in  that  bind,  but  the 
Kuwait  field  Gulf  shares  with  British 
Petroleum  is  jammed  up  into  the  Per- 
sian Gulfs  armpit,  11,000  miles  by 
way  of  the  Cape  of  Good  Hope  from 
the  thirsty  western  European  markets. 
When  the  Suez  Canal  is  open,  the  trip 
is  only  6,500  miles:  a  20-day  one-way 
\  o\  age  opposed  to  a  32-day  trip. 

But  distance  is  only  the  half  of  it. 
Increased  demand  by  all  the  oil  com- 
panies has  sent  tanker  rates  skyrocket- 
ing. "From  Kuwait  to  Western  Eu- 
rojx", "  explains  a  Gulf  executive  vice 
president,  I.G.  (Grady)  Davis,  "a 
2.50,OO()-dw  t  tanker  makes  a  net  prof- 
it of  about  84  million  for  one  trip." 
Two  \ears  ago  the  total  cosi  would 
have  been  half  that  or  even  less. 

For  Gulf,  this  has  meant  an  80%  in- 
crease in  short-term  charter  costs. 
Since  marine  transportation  is  a  sig- 
nificant chunk  of  all  Gulf  operating 
expenses,  the  result  was  that  the  more 
Kuwaiti  crude  Gulf  sold,  the  worse  its 
earnings  became.  Hence  1969*s  mild 
decline  in  earnings,  197()'s  more  seri- 
ous one. 

Also  conspiring  against  Gulf's  profit 
margins  is  Kuwaiti  crude  itself— half 
of  which  Gulf  sells  to  Shell  under  a 
long-term  contract  and  half  of  which 
Gulf  itself  sells  in  Europe  and  Japan. 

Kuwaiti  crude  is  unfortunately  high 
in  sulphur,  a  prime  source  of  air  pollu- 
tion. Therefore,  to  protect  its  markets 
in  Japan,  whose  pollution  problems 
are  even  more  severe  than  those  of 
the  U.S.,  Gulf  has  licensed  a  hydrode- 
sulphurization  plant.  "Kuwaiti  is  One 
of  the  best  crudes  in  the  world," 
Brockett  says  sadly.  "If  only  it  didn't 
have  sulphur  in  it." 


If  Gulf  has  not  .solved  its  problems, 
it's  not  for  lack  of  trying.  "In  the  early 
Sixties  we  were  not  a  highly  inte- 
grated organization,"  Brockett  says. 
"We  were  a  great  seller  of  crude." 
Gulf  didn't  even  own  a  European  oil 
refiner\.  But  it  started  building  them 
for  its  European  marketing  operations, 
first  in  Denmark,  Holland  and  Wales, 
then  in  Italy  and  Spain.  At  the  same 
time,  to  offset  its  inordinate  depen- 
dence upon  Kuwait,  it  expanded  its 
search  for  crude  oil  in  Africa  and 
throughout  the  Far  East— into  Indone- 
sia, the  Philippines,  Okinawa  and  Ko- 
rea. All  this  has  meant  enormous  cap- 
ital spending:  several  billion  dollars 
in  ten  years;  and  as  a  result,  long- 
term  debt  has  gone  from  $257  million 
in  1960  to  $1.5  billion  today.  But  in 
the  sprawling,  costly  world  of  oil  it 
wasn't  enough. 

Big,   Bigger,   Biggest 

The  Suez  crisis  made  Gulf's  vul- 
nerability chillingly  apparent,  and  so, 
long  before  they  were  really  popular, 
Gulf  made  an  enormous  commitment 
to  supertankers.  The  six  326,000-dwt 
monsters  Gulf  ordered  in  1966  at  $21 
million  each  were  only  a  start.  It  has 
an  additional  $382  million  worth  on 
order,  and  it  is  developing  ports 
around  the  world  to  service  them.  The 
$30-million  Gulf-D.K.  Ludwig  Ban- 
try  Ba\  operation  on  Ireland's  south- 
west coast,  which  handles  326,000- 
dvvt  tankers  ollloading  to  smaller  tank- 
ers for  all-Europe  delivery,  provided 
the  model,  and  Gulf  has  duplicated  it 
in  Okinawa  to  serve  the  Far  East. 
*  The  U.S.  has  no  ports  that  can  han- 
dle supertankers— the  largest  tankers 
unloading  crude  on  the  U.S.  East 
Coast  are  a  mere  80,000-90,000  dwt, 
thougli  Portland,  Me.  can  berth  a 
100,000  dwt.  But  while  U.S.  oil  ma- 
jors fret  and  fume  about  a  "maybe" 
artificial  island  terminal  in  the  Dela- 
ware Bay,  Gulf  has  gone  ahead  with 
a  $100-million  deepwater  project  off 
Nova  Scotia  that  will  be  capable  of 
handling  the  largest  tankers  afloat. 
"The  U.S.  is  more  and  more  depen- 
dent on  imported  crude,  notwith- 
standing large  U.S.  reserves,"  Brockett 
says.  Gulf's  Nova  Scotia  terminal  and 
refinery  will  begin  shipping  residual 
fuel  to  the  U.S.  in  May,  and  if  the 
long-talked-of  Free  Zone  of  Machias- 
port.  Me.  ever  materializes,  or  if  U.S. 
domestic  demand  forces  amendments 
to  the  oil  import  quotas,  Gulf  in 
Nova  Scotia  will  be  way  ahead  of  the 
other    U.S.    international    oil    majors. 


At  the  .same  time.  Gulf  has  been 
spending  $100  million  annually  in  ex- 
ploration and  development  worldwide. 
In  partnership  with  BP  it  has  huge 
acreage  on  Alaska's  North  Slope,  and 
through  Gulf  Canada  is  actively  ex- 
ploring in  the  Canadian  Northwest.  In- 
creasing liftings  in  olfsiiorc  and  on- 
shore Nigeria  are  producing  a  closer- 
to-Europe  low-sulphur  crude.  There's 
an  initial  well  in  the  Congo,  although, 
as  Brockett  admits,  "one  well  doesn't 
make  an  oil  field,"  and  a  second  one 


Gu/f's  geologists  now  spend 
more  time  in  Africa's  swamps 
than   in   Arabia's   deserts. 


to  be  spudded  this  year.  Bolivia  ex- 
propriated Gulf's  holdings  there  in 
late  1969,  but  in  Ecuador  and  Co- 
lombia new  reserves  are  coming  into 
play.  For  its  Far  Eastern  customers. 
Gulf  is  exploring  in  Indonesia,  off- 
shore Korea  and  has  exploration  rights 
in  the  Gulf  of  Siam.  What  of  Gulf's 
rich  but  flawed  Kuwait  holdings?  Once 
the  Suez  Canal  reopens,  once  the  bot- 
tom falls  out  of  the  tanker  market, 
once  Gulf's  huge  tankers  are  all  in 
service— Gulf  may  prove  once  again 
how  bountiful  Kuwait  can  be. 

For  the  record,  Brockett  is  opti- 
mistic, but  so  guardedly  optimistic 
that  you  could  take  his  words  either 
way:  "The  way  we  see  1971,  unless 
there  are  some  unanticipated  develop- 
ments—and unfortunately  in  recent 
years  there  have  always  been  unantici- 
pated developments— we  are  optimistic 
about  reversing  this  downward  trend." 
In  short,  the  race  isn't  yet  won.  ■ 
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The  Satisfied  Stoddjolder 

There's  an  exception  to  every  rule.  Rule-.  Government  ownership 
is  inefficient.  Exception:  France's  Renault  automobile  company. 

wagen,  precisely  what  postwar  Eu- 
rope needed:  simple  and  cheap  to 
manufacture,  simple  and  cheap  to  run. 


Pierre  Dreyfus  is  the  foremost  civil 
servant  in  France.  He  also  is  the  fore- 
most industriaUst.  The  two  jobs  are 
one  and  the  same.  Dreyfus  is  inspec- 
tor general  and  president  of  La  Re- 
gie Nationale  des  U  sines  Renault,  the 
country's  largest  industrial  operation, 
and  Renault  is  owned  by  the  govern- 
ment, which  makes  Dreyfus  a  govern- 
ment employee. 

Most  Americans  take  it  for  granted 
that  any  operation  run  by  any  gov- 
ernment must  be  run  badly.  This  is 
usually  true,  but  there  are  exceptions, 
and  perhaps  the  most  spectacular  ex- 
ception of  all  is  Renault.  Starting 
from  rubble  on  Jan.  16,  1945,  Re- 
nault has  steadily  increased  sales  year 
after  year  with  only  two  exceptions, 
1960  and  1968.  In  1969  it  sold  over 
1  million  cars  and  had  revenues  of 
$1.55  billion.  Last  year,  a  lackluster 
year  in  the  auto  industry,  it  sold  14% 
more  cars.  Since  France  is  a  relatively 
small  country  with  a  relatively  small 
market  for  cars,  it  managed  to 
achieve  this  by  selling  60%  of  its  pro- 
duction in  other  countries.  Renault  is 
now  second  only  to  Fiat  in  sales  in 
the  Common  Market.  Despite  such 
formidable  competitors  as  Volkswag- 
en, Opel,  BMW,  Mercedes-Benz  and 
Ford,  it  has  7.3%  of  the  Genuan  mar- 
ket. Renault,  in  fact,  has  been  a  suc- 
cess everywhere  except  in  the  U.S.; 
but  more  of  that  later. 

Like  its  rival,  Volkswagen,  Renault 
was  reborn  from  the  wartime  ashes 
under  government  ownership  (after 
its  founder  was  jailed  for  collabora- 
tion with  the  Nazis).  Charles  de 
Gaulle  placed  a  hero  of  the  Resis- 
tance, Pierre  Lefaucheux,  in  charge. 
In  the  rubble,  Lefaucheux  found 
the  prototype  of  a  postwar  car  that 
Renault  engineers  had  secretly  built 
while  the  company  still  was  turning 
out  tanks  for  the  Germans.  It  was  an 
ugly  little  thing,  but,  like  the  Volks- 


Boffom/ess  Market 

Renault  could  not  keep  up  with  the 
demand,  no  matter  how  quickly  it 
expanded.  Deliveries  fell  a  year  be- 
hind production,  two,  finally  three.  In 
1951  Renault  manufactured  100,000 
CV4s;  in  1956  it  made  200,000;  in 
1958  almost  400,000.   By  July  1961 


The  Big  Problem  fhat  has 
faced  Renault  boss  Pierre  Drey- 
fus is  bow  to  successfully 
supplant  Renault's  bread-and- 
butter  car,  the  CV4  (shown  be- 
low in  two  utility  vehicle 
configurations),  with  larger 
and    more    powerful    models. 


the    company    had    produced    more 
than  1  million  CV4s. 

In  1955  Lefaucheux  was  killed  in  a 
car  accident,  and  Dreyfus,  also  a  hero 
of  the  Resistance  and  an  economist  by 
profession,  was  named  to  succeed 
him.  Before  his  death,  Lefaucheux 
had  realized,  as  Volkswagen  had  not, 
that  sooner  or  later  Europe  would  be- 
come prosperous  enough  to  demand  a 
bigger  car.  He  left  Dreyfus  a  legacy: 
plans  for  the  Dauphine. 

"The  CV4  was  a  success  chiefly  be- 
cause of  pent-up  wartime  demand 
and  because  tariff  walls  kept  out  the 
Volkswagen  and  other  superior  Eu- 
ropean cars.  It  fell  to  Dreyfus  to  pre- 
pare Renault  for  the  next  stage.  Drey- 
fus was  a  friend  of  Jean  Monnet,  the 
father  of  the  Common  Market.  "I  had 
worked  with  Monnet,"  says  Dreyfus. 
"I  knew  what  was  coming  and  I  was 
prepared  to  export.  I  said  we  must 
work  out  a  target  of  50%.  This  was 
not  simply  for  Renault's  sake;  it  was 
absolutely  vital  that  we  set  an  exam- 
ple for  other  French  firms." 

Renault  launched  the  Dauphine  in 
1956  "like  Saint-Cyriens  [students  at 
France's  West  Point]  brandishing  our 
swords,"  Dreyfus  says,  and  it  caught 
on  everywhere,  including  the  U.S. 
Within  four  years,  1  million  Dau- 
phines  were  produced  at  a  spanking- 
new  Renault  plant  in  Flins.  Of  these, 
500,000  were  sold  abroad,  reaching 
Dreyfus'  "target  of  50%." 

In  1960  Renault  sold  100,000  Dau- 
phines  in  the  U.S.,  and  this  was  a 
disaster.  It  proved  unsuitable  for  driv- 
ing in  the  U.S.  Moreover,  Renault 
sold  the  Dauphine  without  first  estab- 
lishing an  adequate  service  network. 
Americans  who  bought  a  Dauphine 
swore  "never  again." 

Renault  actually  felt  compelled  to 
put  advertisements  in  leading  U.S. 
magazines  apologizing  for  the  Dau- 
phine and  promising  never  again  to 
put  such  a  car  on  the  U.S.  market. 

In  1960  sales  of  the  Dauphine 
started  to  fall  off  everywhere,  but  by 
then  the  company  had  begun  to  de- 
velop a  full  hne.  In  1961  Renault 
came   out   with   the   Renault   4,   and 


34 


FORBES,  APRIL   1,   1971 


In  a  tough 
year  Amfac 
gained 

13%  in  earnings  per  share 

grossed 

$407,985,000,  up  34% 

netted 

$14,160,000,  up  25% 

added 


9  new  enterprises 


Why  does  Amfac  thrive?  Because  it's  engaged  in  fast- 
growing  businesses.  Hotels  and  resorts.  Property 
management.  Fashion  retailing.  Financial  services. 
Distribution.  But  still  securely  based  in  land  holdings 
and  agriculture. 

Also,  Amfac  thrives  because  it's  in  the  right  place 
at  the  right  time.  Concentrated  in  Hawaii  and  the 
American  West,  where  population  and  discretionary 
income  are  rising  faster  than  anywhere  .else  in  the 
U.S.  Tourists  in  Hawaii  are  increasing,  too  —  to  over 
a  million-and-a-half  in  1970. 

What's  more,  we're  the  right  kind  of  company  at 

the  right  time  —  a  consumer-oriented  service  com- 

•  pany  in  an  era  of  growing  leisure  and  rising  incomes. 

Add  to  that  a  special  view  of  management  that 
comes  from  our  Hawaii  background.  When  you  grow 
up  on  an  island,  your  customers  are  your  neighbors 
—  and  quality  counts.  You're  careful  to  plan  and  use 
resources  wisely  because  everything  is  precious  — 
and  everyone  is  affected. 

From  our  Hawaii  base  we've  grown  to  operate 
more  than  a  hundred  diversified  but  related  enter- 


prises throughout  the  western  states.  And  we're 
adding  all  the  time.  Thirty  acquisitions  since  1968, 
nine  of  them  in  1970.  Each  of  our  six  operating  groups 
took  part.  And  each  addition  evolved  naturally  from 
a  base  of  solid  experience.  Today,  60  per  cent  of  our 
sales  come  from  the  continental  U.S. 

To  our  Hotel-Restaurant  Group  we've  added  a 
Fred  Harvey  Airport  Marina  Hotel  at  San  Francisco 
International  Airport . . .  and  in-flight  feeding  services. 

Our  Retail  Group  opened  a  number  of  new  stores 
in  resorts  and  shopping  malls.  In  Agriculture,  Amfac 
became  a  grower  and  producer  of  farm  products  in 
the  continental  U.S.  for  the  first  time. 

To  our  Distribution  Services  we  added  a  whole- 
sale pharmaceutical  company  ...  an  electrical  supply 
firm.  Our  Financial  Services  grew  with  a  California 
mortgage  service  company.  Our  Property  Group  de- 
veloped mobile  home  parks  in  California  and  Nevada 
.  .  .  acquired  1,400  acres  as  a  potential  residential 
tract  in  San  Diego. 

Our  growth  is  internal,  too.  That  means  adding 
hotel  rooms,  opening  new  stores,  providing  more 
financing  and  developing  resorts  and  attractive  low- 
cost  housing.  Seeing  the  opportunities  and  seizing 
them  quickly. 

We  expect  to  keep  growing  in  the  Seventies,  and 
our  island  heritage  will  be  a  great  help.  When  you 
grow  up  on  an  island,  you  learn  to  do  things  right. 


FINANCIAL  HIGHLIGHTS 

(In  Thousands) 


1970  1969     %  Increase 

Revenues    $407,985     $304,369  34 

Net  Income 

from  operations     14,160         11,318  25 

Earnings  per  share 
from  operations: 

Per  common  and 

common  equivalent 

share     2.57  2.27  13 

Per  common  share 

assuming  full  dilution  .  .  2.44 

Total  assets 347,171 

Stockholders'  equity  .  144,486 

Additions  to  property, 

plant  and  equipment 

(excluding  purchased 

businesses) 38,607         19,582  97 


2.18 

12 

290,506 

20 

127,632 

13 

For  a  copy  of  our  Annual  Report  write  to:  Amfac, 
Inc.,  Dept.  C,  P.O.  Box  3230,  Honolulu,  Hawaii   96801 . 


A  family  of  enterprises  enriching  people  and  places. 


sales  again  began  to  rise.  There  is 
now  also  an  8,  a  10,  a  16,  a  6  and  a 
12.  All  Renault  lacks  is  a  luxury  car 
in  a  class  with  the  Cadillac. 

Lacking  stockholders,  Renault  could 
dispense  with  dividends  and  pour  all 
the  profits  into  plant.  Last  year  alone 
it  poured  $240  million  into  plant  and 
equipment,  almost  as  much  as  Brit- 
ain's entire  motor  industry  spent.  The 
assembly  lines  at  Flins  must  handle 
not  only  two  or  three  models,  but 
variations  of  each  model  to  meet  the 
requirements  of  the  countries  for 
which  they  are  bound— cars  with 
front-wheel  drive,  cars  with  rear- 
wheel  drive,  cars  with  the  steering 
wheel  on  the  right,  cars  with  the 
steering  wheel  on  the  left.  Without 
computers,  the  assembly  lines  would 
be  a  mess,  but  Flins  is  a  computer- 
age  plant.  There  Renault  can  turn  out 
a  car  every  minute  and  45  seconds  in 
what  seems  a  leisurely  fashion. 

How  does  a  government-owned  au- 
to company  operate?  The  answer  is 
simple:  Dreyfus  runs  it.  The  govern- 
ment appointed  him,  but  he  appoint- 
ed all  the  other  company  officials.  In 
a  way  he  has  more  power  than  many 
a  U.S.  chief  executive.  He  has  a 
board  of  directors,  composed  of  ten 
representatives  of  government  minis- 
tries, six  representa- 
tives of  the  employ- 
ees and  one  repre- 
sentative of  those 
employees  who  own 
stock,  but  so  far, 
they  have  never  in- 
terfered with  him. 
"Of  course,"  says 
one  company  offi- 
cial, Gerard  Gaus- 
sorguis,  "if  M.  Drey- 
fus were  to  put  out 
a  model  that  didn't 
sell,  the  board  might 
give  him  a  bad  time. 
They  might  even 
fire  him.  So  far, 
however,  all  the 
models  have  sold 
well." 

Renault  cannot,  of 
course,  raise  money 
on  the  equity  mar- 
ket, but  otherwise 
it  has  financed  its 
expansion  in  the 
usual  ways— from 
profits,  from  private 
banks  and  by  issu- 
ing bonds.  The  gov- 
ernment's occasion- 
al contributions  of 
money  for  expan- 
sion are  treated 
much  like  preferred 
stock. 

Once     the      divi- 


dend on  the  government's  contribution 
is  paid,  the  remainder  of  the  compa- 
ny's profits  is  split  three  ways  among 
the  government,  the  company  and  the 
workers.  The  workers  receive  their 
share  of  the  profits  in  the  form  of  a 
quarterly  bonus.  The  company's  share 
—around  $13  million  in  1969— goes 
back  into  the  business. 

Last  year  Renault  started  giving 
stock  to  workers  with  five  years'  se- 
niority in  the  company.  About  45,000 
of  them  now  have  stock,  which  they 
can  sell  to  other  workers  or  resell  to 
Renault,  and  they  will  start  receiving 
dividends  next  year.  Just  how  much 
in  dividends  they  will  receive  has  not 
yet  been  decided. 

Renault  has  pioneered  in  providing 
benefits  for  workers.  Nobody  at  Re- 
nault is  paid  by  the  hour.  All  the  em- 
ployees are  on  salary. 

In  1969  Renault's  profits  went  sky- 
high,  from  20.1  million  francs  ($3.7 
million)  to  151.2  million  francs 
($27.4  million)  after  taxes.  Accord- 
ing to  Marc  Levery,  a  Renault  econo- 
mist, about  half  of  the  increase  was 
the  result  of  contracts  that  Renault 
signed  to  build  auto  plants  for  other 
governments,  including  Romania  and 
the  Soviet  Union.  These  were  con- 
tracts that  U.S.  auto  companies  might 


The  SuprG..w 
ized   by   the 
the  company 


..V/..UI  jxittlng  in  which  Renault  operates  is  symljol- 
Mercedes  and  the  Morris  Mini  parked  outside  of 
s  showroom  and  museum  on  Paris'  Champs  Elysees. 


have  gotten  if  the  U.S.  Government 
hadn't  prevented  them  from  doing  so 
for  political  reasons.  Today  Renault 
is  France's  biggest  exporter,  bringing 
in  $600  million  worth  of  foreign  ex- 
change in  1969  and  more  last  year. 

Renault  doesn't  plan,  at  present,  to 
make  a  major  drive  for  sales  in  the 
U.S.  It  now  sells  about  7,000  cars  a 
year  there.  It's  content  with  that. 

"Going  into  the  U.S.  would  require 
a  vast  amount  of  capital  to  build  a 
sales  and  service  network  like  Volks- 
wagen's," says  Levery.  "It  won't  re- 
quire nearly  as  much  to  expand  in 
Europe.  What's  more,  the  U.S.  auto 
market  is  pretty  nearly  saturated.  The 
European  market  is  expanding  rapid- 
ly. We  can  keep  up  our  growth  rate 
in  Europe." 

Why  not  sell  the  company  to  the 
public  and  make  it  private  enterprise 
all  the  way?  Because  of  politics.  The 
Communist  unions  are  powerful  at 
Renault  and  would  do  everything  in 
their  power  to  block  such  a  move.  In 
fact,  they  protested  vigorously— 
though  ineffectively— when  Dreyfus 
offered  to  distribute  stock  to  Renault 
workers.  It  may  have  been  that  they 
feared  such  a  distribution  as  the 
opening  wedge  for  private  own- 
ership. But  it  is  more  likely  that  they 
were  uncomfortable 
about  what  might 
happen  to  the 
Communist  unions 
if  their  members 
should  begin  to  feel 
like  capitalists. 

There  is,  of 
course,  a  lesson  to 
be  learned  from  all 
this.  And  the  lesson 
is  certainly  not  that 
government  owner- 
ship, is,  by  itself,  a 
desirable  thing.  But 
it  proves  that  when 
government  owner- 
ship already  exists, 
as  for  example,  with 
the  U.S.  Post  Office, 
efficient  operation  is 
still  possible  if  gov- 
ernment ownership 
does  not  also  involve 
government  opera- 
tion. Paris  put  Drey- 
fus in  but  it  leaves 
him  alone.  He  is  the 
only  civil  servant  in 
the  entire  company. 
The    executives    get 

/^         raises     and     promo- 
___,  tions     if    they    pro- 

duce. They  get  fired 
if  they  don't.  But 
they  have  neither 
political  nor  civil 
service  status.  ■ 
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Ouch! 

The  utilities'  financing  pressure  keeps  rising 


Most  utility  executives  were  scream- 
ing last  year  as  rising  interest  rates 
drove  financing  costs  to  the  highest 
level  in  history,  but  now  that  interest 
rates  ha\e  begun  to  come  down,  most 
are  still  complaining.  Though  interest 
rates  are  down,  many  utility  men  face 
a  new  obstacle  to  borrowing:  The 
fact  is  that,  with  earnings  growth 
slackening,  the  ratio  of  operating  in- 
come to  interest  charges  for  many 
companies  has  grown  perilously  low. 
For  most  of  the  U.S.'  40  largest  gas, 
electric  and  telephone  utilities,  the  de- 
cline  has   been   sharp   indeed:    Even 


AT&T's  ratio  has  been  cut  in  half. 

This  can  mean  only  one  thing: 
more  equity  financing  by  utilities. 
Equity  financing  is  doubly  costly  to 
utilities.  For  one  thing,  unlike  interest 
charges,  dividends  are  paid  with  after- 
tax dollars.  For  another,  with  utility 
earnings  in  a  squeeze,  the  price/earn- 
ings ratio  for  the  entire  industry  has 
come  down  sharply,  so  that  each  dol- 
lar of  new  equity  now  costs  more  than 
it  did  five  years  ago.  For  stockholders  a 
flood  of  equities  will  mean  further  di- 
lution at  a  time  when  earnings  are  al- 
ready slackening. 


In  most  cases,  the  utilities  have  no 
choice  about  moving  into  equities  to 
prevent  their  debt  ratios  from  getting 
out  of  hand.  Regulatory  requirements 
aside,  if  they  fail  to  do  so,  their  bond 
ratings  may  suffer,  and  that  in  the 
end  would  mean  still  higher  interest 
costs.  The  difference  between  a  Dou- 
ble A  and  a  Triple  B  rating  can  mean 
perhaps  an  added  $20-million  financ- 
ing cost  on  a  30-year,  $100-million 
bond  issue.  Duke  Power,  which  has 
the  lowest  coverage  ratio  on  the  list 
below,  still  maintains  its  Double  A 
bond  rating  from  Moody's  and  Stan- 
dard &  Poor's.  But  Duke's  coverage  is 
better  than  it  looks:  Two  rate  in- 
creases last  winter  are  not  yet  reflect- 
ed in  calculating  the  recent  fixed- 
charge  coverage.   ■ 


Company 

Operating 
Revenues 

1970 
Cmjilions) 

Operating 
income* 

1970 
(millions) 

Interest 
Charges 

1970 
(millions) 

Interest  Charge 
Coverage 
1970           1965 

Payout  Ratio 
1970            1965 

Price /Earnings 

Ratio 
Recent        1965 

Duke  Power 

$    386.1 

$    68.3 

$    51.6 

1.32 

3.49 

890/0 

SOo/o 

16 

26 

General  Public  Utilities 

416.8 

110.1 

111 

1.52 

3.12 

87 

70 

13 

19 

El  Paso  Natural  Gas 

926.6 

116.0 

74.4 

1.56 

2.03 

66 

66 

12 

13 

Transcontinental  Gas  Pipe  Line 

399.6 

84.7 

54.1 

1.57 

2.21 

61 

65 

11 

15 

American  Electric  Power 

665.7 

176.6 

107.2 

1.65 

3.40 

72 

71 

13 

25 

Texas  Eastern  Transmission 

652.5 

119.6 

70.9 

1.69 

2.16 

53 

59 

16 

14 

General  Tel.  &  Elec 

3439.2 

450.9 

265.4 

1.70 

3.29 

75 

55 

18 

25 

Northeast  Utilities 

347.7 

72.1 

42.1 

1.71 

3.68 

81 

70 

13 

36 

Tenneco 

2524.7 

243.7 

136.9 

1.78 

2.21 

63 

60 

13 

14 

American  Natural  Gas 

565.1 

100.9 

55.0 

1.83 

2.64 

61 

60 

12 

16 

Philadelphia  Electric 

504.4 

107.6 

58.0 

1.86 

3.45 

89 

75 

13 

19 

New  England  Electric 

323.8 

60.4 

32.1 

1.88 

2.72 

75 

75 

12 

18 

Western  Union 

392.9 

30.8 

16.2 

1.90 

2.65 

61 

61 

21 

21 

Panhandle  Eastern  Pipe  Line 

419.2 

72.6 

37.5 

1.94 

3.01 

54 

57 

12 

16 

Public  Service  Elec.  &  Gas 

741.3 

144.1 

73.5 

1.96 

2.98 

67 

62 

11 

18 

United  Utilities 

496.2 

81.2 

41.0 

1.98 

2.62 

80 

68 

20 

26 

Detroit  Edison 

529.3 

91.0 

45.8 

1.99 

4.72 

74 

65 

12 

19 

Continental  Telephone 

372.7 

82.3 

41.4 

1.99 

2.09 

56 

37 

18 

33 

Texas  Gas  Transmission 

426.5 

45.2 

22.7 

1.99 

2.56 

53 

56 

13 

23 

Commonwealth  Edison 

887.0 

169.3 

84.9 

1.99 

4.66 

75 

69 

14 

20 

Consolidated  Edison 

1128.5 

210.6 

105.5 

2.00 

2.57 

78 

74 

12 

14 

Niagara  Mohawk  Power 

522.2 

82.4 

39.8 

2.07 

3.19 

74 

68 

12 

17 

Virginia  Electric  Power 

374.9 

95.2 

44.1 

2.16 

3.55 

62 

61 

13 

25 

Southern  Co. 

738.1 

171.8 

79.4 

2.16 

2.77 

63 

66 

14 

24 

Northern  Natural  Gas 

516.2 

94.8 

42.8 

2.21 

2.87 

61 

64 

13 

18 

Northern  States  Power 

352.4 

68.6 

30.9 

2.22 

3.69 

68 

77 

12 

19 

Columbia  Gas  System 

822.8 

128.8 

57.5 

2.24 

2.89 

60 

62 

14 

20 

Consumers  Power 

610.0 

103.4 

44.8 

2.31 

4.18 

68 

63 

11 

20 

Middle  South  Utilities 

450.5 

100.2 

43.1 

2.32 

3.12 

60 

56 

16 

48 

Coastal  States  Gas 

322.9 

40.6 

17.2 

2.36 

2.40 

*:i= 

** 

33 

15 

Southern  Cal.  Edison 

720.7 

184.8 

77.6 

2.38 

3.13 

55 

58 

12 

19 

Pacific  Gas  &  Electric 

1103.3 

231.3 

96.2 

2.40 

3.39 

61 

56 

14 

18 

Peoples  Gas 

533.8 

90.4 

37.0 

2.44 

4.00 

56 

62 

11 

16 

Consolidated  Natural  Gas 

588.1 

72.8 

29.5 

2.47 

3.84 

69 

45 

12 

14 

Florida  Power  &  Light 

416.1 

97.5 

38.4 

2.54 

3.89 

51 

50 

18 

28 

Baltimore  Gas  &  Electric 

328.1 

67.4 

24.7 

2.73 

3.76 

65 

68 

12 

20 

American  Tel.  &  Tel. 

16954.9 

2821.7 

1003.3 

2.81 

5.39 

65 

59 

12 

18 

Pacific  Lighting 

683.5 

59.8 

20.8 

2.88 

4.07 

79 

62 

14 

13 

Central  &  South  West 

358.4 

85.0 

25.5 

3.33 

4.47 

67 

67 

16 

24 

Texas  Utilities 

453.0 

120.5 

35.4 

3.40 

4.60 

53 

58 

18 

27 

•Ooeroting  income  is  colculated  ofter  all  toxes.        "No  dividends  paid. 
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BEST  BUY. 


••;^  ^^ 


MODEL  760 


HERE'S   WHY:    Voure    not   ,ust 

buying  a  duplicating  machine  when  you  buy 
a  Heyer  Spirit  Duplicator.  You  are  buying  68 
years  of  experience  and  reliability  In  the 
manufacturing  of  duplicators  and  supplies. 
The  result  is  the  most  trouble-free  line  of 
duplicators  you  can  buy.  At  the  top  of  the 
line,  the  Model  760  Conqueror  (illus.)  fea- 
tures Variable  Speed  Control  capable  of  50% 
more  copies  per  master.  Makes  180  copies 
per  minute  at  high  speed.  All  models  handle 
practically  any  weight  paper  or  card  stock, 
3  X  5  in.  to  9  X  15  in.  Prints  up  to  5  colors  at 
one  time  at  lowest  cost  per  copy.  Six  models, 
hand  and  electric,  priced  from  $127.50  to 
$399.50.  A  model  and  price  for  every  appli- 
cation. 

Memo  pad,  your  name  imprinted 
on  each  sheet  to  demonstrate  the 
Heyer    Duplicators'    capabilities. 

HEYER  INC.  '^"^ 

1893  South  Kostner  Avenue 
Chicago,  Illinois  60623 


FREE 


Please  send  free  memo  pad  and  infor- 
mation on  BEST  BUY  Heyer  Duplicators. 

Name 

Business 

Address 

City 


State 


.Zip_ 


f  TOTAL  RESPONSIBILITY  A 

•  Environmental  &  Ecological  Planning 

•  Engineering  &  Economic  Feasibility  Studies 

■  Architect-Engineering  Design  &  Supervision 

•  Systems  Engineering  &  Operations  Research 

■  Construction  Management 

•  Facility  Engineering 

■  Plant  Operation  &  Maintenance 

■  Education  &  Training 

PAE 

PAE  INTERNATIONAL 

A  SUBSIDIARY  OF 

PACIFIC  ARCHITECTS  AND 
ENGINEERS  INCORPORATED 

3540  Wilshiie  Blvd.,  Los  Angeles  90010 
Attn.  Mr  Rothbart       (213)  381-5731 

LOSANCtltSSfAIUf  WASHINGIONDC/tlHIOPIA/CRftCS/ 
^  lAPAW  HOBjA  flMNAViA  Hlllll'PINtS  TIIAIIAND  VltlNAM  ^ 
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Lawyer's  Choice 


Faced  with  the  choice  between  prosperity  and  the 
public  interest,  most  young  lawyers  still  are  opting 
for  prosperity.  But  the  choice  may  be  changing. 


In  the  beginning  there  was  Ralph 
Nader,  and  John  Banzhaf  was  his 
prophet.  Riding  a  wave  of  consumer- 
ism that  has  attained  near-rehgious 
proportions,  dozens  of  young  lawyers 
have  since  joined  the  faith,  driving 
cigarette  advertising  from  the  air- 
waves and  restricting  DDT  in  agricul- 
ture, relentlessly  hunting  down  pol- 
luters and  alleged  polluters  and  trying 
to  block  the  Nixon  Administration's 
liberalized  depreciation  rules. 

Are  the  country's  law  schools  be- 
coming training  camps  for  armies  of 
idealistic  young  lawyers  who  can 
hardly  wait  until  June  to  file  their 
first  anticorporation  lawsuit?  Have 
these  onetime  pillars  of  the  Establish- 
ment ])ec()me  its  dismantlers? 

Not  really.  Though  .3,500  students, 
mostly  lawyers,  applied  for  200  jobs 
Nader  offered  last  summer,  most  stu- 
dents "are  still  going  directly  from 
law  school  to  the  [traditional]  law 
firms,"  says  a  placement  official  at  the 
Yale  Law  School,  regarded  as  one  of 
the  most  liberal  of  the  law  schools. 
Officials  at  Columbia  and  Harvard 
report  the  same. 

Are  most  law  students,  then,  ba- 
sically conservative?  Not  at  all.  Stu- 
dents do  come  to  law  scliool  with 
"quite  different  ideas  than  they  did 
20  or  30  years  ago,"  says  Russell  A. 
Simpson,  director  of  admissions  at 
Harvard  Law  School.  As  a  result,  many 
spend  much  of  their  time  providing 
free  legal  counseling. 

On  the  other  hand,  law  students 
are  basically  very  practical  people. 
"Before  they  have  been  in  it  very 
long,"  says  Simpson,  "they  realize  they 
are  not  accomplisliing  very  much. 
They  realize  that  't!iey  can't  change 
the  world  overnight.'  The\  change 
their  goals.  In  many  cases  they  de- 
cide to  build  a  financial  base  where 
they  can  be  comfortable,  taking  an 
active  interest  in  their  community, 
and  doing  much  the  same  kind  of 
things  that  lawyers  and  law  school 
graduates  have  been  doing  for  years." 

The  Hard  Way 

What  law  school  students  are  dis- 
covering is  that  attacking  corporate 
or  govenmient  policies  is  a  very  tough 
way  to  make  a  buck.  A  big  New  York 
City  Wall  Street  law  firm  will  pay  a 
beginner  $16,000  a  year.  The  Justice 
Department  (which  law  school  of- 
ficials agree  is  prescnlly  unpopular 
with  students)  will  pa\'  $12,000.  But 
Nader   pays   only   .$4,.5()0   and    has   a 


Consumer 
Goods 

XXX 


mere  handful  of  jobs  open  up  each 
year.  And  the  dozen  or  so  other  so- 
called  "public  interest"  law  fiims,  cen- 
tered mainly  in  Washington,  D.C., 
have  similar  financial  nonincentives. 
The  three  founders  of  Berlin,  Rois- 
man  &  Kessler,  all  in  their  30s,  barely  v 
broke  even  in  1969,  their  first  year. 

The  problem  of  firms  like  these  isi 
finding  clients  who  can  pay.  Nader, 
for  example,  funds  much  of  his  work 
out  of  rovalties  from  his  book  Unsafe 
at  Amj  Speed  and  from  the  $280,000 
General  Motors  paid  him  in  a  settle- 
ment of  his  invasion-of-privacy  law- 
suit. Most  of  the  public-interest  law 
firms  depend  largeU'  on  foundation 
money.  "It  is  a  hand-to-mouth  exist-' 
ence,"  says  Edward  Berlin.  His  firm 
represents  the  Environmental  De- 
tense  Fund  and  the  Consumer  Feder- 
ation of  America,  and  is  one  of  the 
few  public  interest  firms  that  has  no! 
utilized  foundation  support. 

John  Ban/haf,  who  won  equal  ail 
time  lor  aiitismoking  ads,  thinks  th< 
next  year  or  two  may  decide  tiie  fal< 
of  public  interest  firms.  "They  an 
showing  their  muscle,"  sa\s  Hanzhaf 
"But  what  is  happening  is  that  the; 
are  getting  kicked  in  the  teeth."  Banz 
haf  came  close  to  being  denied  tenun 
at  George  Washington  University  Lav 
School.  And  he  is  worried  that  fund  f 
may  soon  be  cut  oil  by  fo  iiidatioi 
executives   who  feel   that   the   public 
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interest  firms  are  striking  at  the  very 
corporate  profits  the  foundations  de- 
pend on  for  their  programs. 

Banzhaf  does  see  some  hope  of 
help  from  the  well-heeled  health 
groups:  "A  couple  of  years  ago  if  you 
mentioned  the  word  'lawsuit'  to 
someone  like  the  American  Heart  As- 
sociation or  the  Tuberculosis  &  Respi- 
ratory Disease  Association,  they 
would  jump  under  the  table.  Now 
many  of  the  older-line  groups  are  real- 
izing they  have  to  go  to  court." 

These  organizations,  of  course,  can 
afford  to  pay  reasonably  good  legal 
fees.  But  these  organizations  also  have 
many  other  functions  besides  support- 
ing even  the  best-intentioned  lawyers; 
and  they  can  hardly  provide  a  living 
for  idealistic  young  attorneys  by  the 
hundreds  and  thousands. 

Another  hope  of  the  public  inter- 
est lawyers  is  that  bringing  class  ac- 
tions against  polluters  and  makers  of 
dangerous  goods  will  be  made  as 
easy— and  potentially  profitable— as 
those  against  securities  law  violators 
now  are.  A  lawyer  who  can  pro\e  his 
client  lost  $10  on  a  share  of  stock  be- 
cause of  a  misleading  prospectus  can 
normally  collect  for  all  other  share- 
holders, too,  with  judgments  some- 
times reaching  millions  and  legal  fees 
hundreds  of  thousands  of  dollars.  Cur- 
rently, an  individual  plaintiff  bringing 
a  consumer  or  environmental  action 
must  show  at  least  $10,000  in  dam- 
ages for  each  plaintiff  before  the  fed- 
eral courts  will  accept  the  case.  But 
under  legislation  proposed  last  year 
and  which  probably  will  be  reintro- 
duced this  year,  there  would  be  no 
minimum  amount. 

Sue  Now,  Collect  Later 

The  trouble  with  such  suits  is  that 
appeals  and  legal  delays  can  drag 
them  out  interminably.  Banzhaf  ad- 
mits as  much  when  he  says:  "I  have 
a  friend  who  says  he  could  bring  a 
dozen  of  these  actions  and  probably 
win  half  of  them.  The  problem  is  that 
it  would  take  about  two  or  three  years 
before  they  would  start  paying  off. 
What  is  he  going  to  do  for  money  in 
the  meantime?" 

Furthermore,  if  pleading  such  con- 
sumer and  environmental  actions  be- 
comes both  feasible  and  lucrative  for 
the  attorney,  who  is  to  say  that  the 
benefits  will  be  reaped  by  the  young 
legal  idealists?  It  is  at  least  as  likely 
that  the  fees  would  go  to  the  large 
and  well-heeled  law  firms  that  now 
specialize  in  stockholder  suits. 

A  third-year  Yale  Law  student 
summed  up  the  young  lawyer's  di- 
lemma: "There  is  this  conflict  be- 
tween wanting  to  do  something  worth- 
while, yet  at  the  same  time  wanting 
to  live  a  certain  style  of  life."  ■ 
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Anytime, 

Anyplace, 

Dial-a-Room 

Call  your  nearest  Howard  Johnson's  Motor  Lodge  anytime  for  a 
reservation,  confirmed  by  our  computers,  at  any  of  our  more  than 
425  other  Lodges  coast  to  coast.  Or  call  the  Reservation  Center  nearest  you. 


Atlanta,  Ga.  404-261-0500 

Boston,  Mass.  617-482-5467 

Charlotte,  N.C.  704-375-7311 

Chicago,  111.  312-297-1550 

Cincinnati,  Ohio  513-241-1085 

Cleveland,  Ohio  216-241-6475 

Detroit,  Mich.  313-964-6820 

Indianapolis,  Ind.  317-639-5394 

Jacksonville,  Fla.  904-791-0266 

Miami,  Fla.  305-358-3873 

New  York,  N.Y.  212-896-4700 

Philadelphia,  Pa.  215-923-5940 

Washington,  D.C.  202-554-5133 

and  when  in  the  twenty-two  states 
west  of  the  Mississippi  River, 
call  (toll-free)  800-323-2330 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,  President 
Chattanooga,  Tennessee  37402 


OIL  AND   GAS   DIVISION 

Minerals  ownership,  exploration  and  development. 

WHELAND   FOUNDRY   DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 


.m 
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Management  from  the  Great  Beyond 

At  Hormel  they  still  march  to  the  beat  of  the  late  Jay  Hormel. 


Any  company  still  run  the  way  it 
was  30  or  40  years  ago  is  prohabl>'  in 
trouble  in  1971. 

Except,  that  is,  for  Geo.  A.  Hormel 
&  Co.,  the  U.S.'  fifth-largest  meat 
packer,  which  over  the  past  five  years 
has  lifted  its  sales  by  A\%  (to  $69.5 
million  for  the  year  ended  last  Oct. 
31)  and  has  more  than  doubled  its 
per-share  earnings  (to  $4.17).  Hor- 
mel tries  its  best  to  operate  just  as 
it  did  in  the  1930s  and  1940s  under 
the  leadership  of  Ja>'  C.  Hormel.  Jay 
Hoi-mel  died  almost  two  decades  ago, 
in  1954,  but  it's  not  hard  to  find  sen- 
sible men  around  the  little  Minnesota 
city  of  Austin  (pop.  30,000), 
Hormel's  headquarters,  who 
still  feel  his  presence.  "It's 
as  if  Jay  still  talks  to  the  peo- 
ple here  now,"  says  a  veteran 
ham  boner  on  the  Austin  pro- 
duction line. 

Jay's  father,  George  Hor- 
mel, founded  the  company  in 
1891  and  had  made  it  into  an 
important  maker  of  sausage 
b\  the  time  Jay  took  the  wheel 
in  1929.  But  it  was  Jay  who 
proved  to  be  a  seer  in  a  busi- 
ness filled  with  many  unorigi- 
nal men.  He  got  his  father  in 
1926  to  introduce  America's 
first  canned  ham.  In  the 
depths  of  the  Depression,  he 
ga\e  Hormel  workers  security 
1)\  introducing  the  first  guar- 
anteed annual  wage.  Later  he 
brougiit  in  profit-sharing,  in- 
centive and  pension  plans.  In 
1937  he  introduced  Spam,  a  canned 
luncheon  meat  that  still  is  Hormel's 
biggest  seller  (8%  of  revenues) . 

B\-  the  time  Jay  Hormel  died,  his 
company  was  taking  in  $344  million 
a  \ear  and  netting  $1.8  milhon.  In 
1970,  with  aftertax  profits  for  the  U.S. 
meat  industry  amounting  to  a  skimpy 
I'/t,  Hormel  hammered  out  a  solid 
\A'^<  return  on  sales  and  expects  to 
do  better  tlian  2%  this  year.  Its  re- 
turn on  stockholders'  equity  was  a  re- 
sounding 12%-spectacular  in  an  in- 
duslr\  in  which  the  average  return  is 
aliout  9%. 

"Jay  didn't  want  us  to  be  a  meat 
packer  per  se,"  explains  Hormel's 
present  chairman,  M.B.  Thompson, 
61,  who,  like  most  of  Hormel's  top 
managers,  has  been  witli  thr  compa- 
ny for  a  long  time.  Thompson  started 
in  1931  as  a  sausage  stringer  and  lat- 
er became  sales  manager.  "Jax  Hor- 
mel," sa\s  Thompson,  "knew  we'd  nev- 
er be  as  large  as  the  Big  Three 
(Swilf,  Armour  and   Wilson).  'We're 
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really  in  the  grocery  business,'  he  said. 
'Don't  worry  about  fresh  meat  sales. 
Hormel  will  find  its  place  if  it  can 
put  a  label  on  a  good  meat  item  and 
promote  the  devil  out  of  it.'  When 
Spam  came  in,  he  spent  all  our  ad 
money  on  that  one  little  product." 

Hormel  now  sells  80  million  pounds 
of  Spam  a  year,  and  with  it  accounts 
for  50%  of  the  12-ounce  luncheon 
meat  market.  Also  Hormel  has  ex- 
panded its  lines  to  produce  several 
hundred  other  specialty  items,  many 
of  which  get  a  very  hard  marketing 
push.  Today  TV's  Dick  Cavett  hawks 
Hormel's  Dinty  Moore  beef  stew  and 


Mary  Kitchen  roast  beef  hash  the  way 
George  Burns  and  Gracie  Allen  pushed 
Spam  on  radio  in  the  1940s. 

The  big  packers  with  sprawling,  in- 
efficient old  plants  were  stunned  by 
regional  upstarts,  like  Iowa  Beef,  with 
their  mass-production  methods.  Hor- 
mel, however,  spent  liberally  to  keep 
its  plants  up  to  date,  the  same  six 
plants  Jay  Hormel  had  built  in  Aus- 
tin, Minn,  and  other  locations  in  the 
center  of  the  Middle  West's  corn  belt. 
It  further  automated  the  main  plant 
at  Austin  and  leased  a  building  next 
door  to  supplier  American  Can  Co. 
Now  Canco  tins  ride  into  the  Hormel 
basement  and  onto  a  kind  of  Spam- 
mobile,  a  six-story  cooker  that  turns 
out   350   cans   of   Spam   per   minute. 

The  big  packers  also  were  vulner- 
able to  take-overs  by  conglomerates. 
Long  before  the  he\day  of  conglom- 
erates, however,  Ja\  Hormel  took  steps 
to  see  that  Hormel  would  remain  in 
local  hands.  In  1941  \^e  set  up  the 
Hormel  I'oundation,  uhich  owns  10% 


of  the  company's  stock  and  can  vote 
another  47%  held  by  other  Hormel 
family  trusts.  With  57%  of  the  stock  in 
friendly  hands,  there  isn't  much  open- 
ing for  a  take-over.  And  a  $1.50  divi- 
dend keeps  the  foundation  well  afloat. 
But  tax-exempt  family  foundations 
are  in  trouble  in  Washington.  Con- 
gressman Wright  Patman,  chairman  of 
the  House  Committee  on  Banking  & 
Currency,  has  long  sought  to  end  all 
control  of  big  corporations  through 
foundations,  and  in  the  1969  tax-re- 
form bill  he  was  able  to  force  the 
foundations  to  spend  yearly  on  their 
stated  nonprofit  causes  an  amount 
equal  to  at  least  6%  of  their 
assets.  But  any  changes  in  the 
Hormel  Foundation,  which 
one  stock  analyst  describes  as 
"a  really  clean  operation," 
may  be  a  long  time  in  com- 
ing. The  final  draft  of  the 
tax-refomi  bill  allowed  James 
C.  Hormel,  the  only  one  of 
Jay's  three  sons  still  active  t 
with  the  firm,  to  come  back  I 
on  the  Hormel  board  of  direc- 
tors after  he  had  resigned  for 
a  year.  And  the  6%  minimum  r 
payout  will  take  until  1975  to  i| 
be  phased  in. 

'Thompson's  heir-apparent  is  i 
President    I.J.     (Jim)    Holton, 
51,  who  joined  Hormel  in  1947 
as    an    attorney    just    out    of 
the    University   of   Iowa    Law 
School.  Like  everyone  else  im 
Austin,  Thompson  reveres  Jayi 
Hormel's  memory.  "Jay  was  ani 
original— way  ahead  of  his  time,"  h< 
says.  But  Holton  also  is  pushing  Hor 
mel  into  some  interesting  new  areas. 

The  company  remains  one  of  the 
top  producers  of  sausage,  and  Holton 
wants  to  acquire  a  cheese  house  that 
would    make    a    natural    snack-food 
combination    with    Hormel's    growing 
dry  sausage  line.  Sausages  are  more 
profitable  than  canned  meats.  Holton 
is  the  prime  mover  behind  Hormel'.' 
tardy     entry     into     foreign     market! 
in  Canada,  Emope,  Australia  and  nov 
Okinawa,     where     it     is     producin; 
corned    beef    ha.sh    on    a    big    scale 
"There's  not  much  return  yet,"  he  sa\  ^ 
"But  we  think  there's  great  potentiu 
overseas  for  the  meat  business." 

So,  here  you  have  a  seeming  con 
tradiction:  Management  from  tli 
gra\e  is  supposed  to— and  usually  cltu 
—spell  disaster.  Yet  Hormel  flourisiu 
The  answer,  if  there  is  an  answc 
must  be  that  Hormel  managemei 
lives  not  by  the  letter  of  old  Jay  Ho 
mel's  rules,  but  by  the  spirit.   ■ 
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THE    FABLES    AND    FOIBLES    OF    NUMBER    ONE 


©Hertz  System,  Inc.,  1971 


At  Hertz,  the  old-timers 

remember  when  people  were 

ashamed  of  renting  a  car. 


'  ACK  in  the  early  days  of  car  renting  John  Hertz 

I  and  his  company  had  to  wrestle  with  jnany 

)lems. 

>ne  of  the  biggest  was  the  way  people  felt  about 

ing  cars. 

o  rent  a  car,  they  thought,  showed  the  world 

'  \^ere  too  poor  to  own  one. 

:  made  them  feel  small,  cheap,  second-rate. 

his  shame  of  renting  cars  began  to  manifest  itself 

trange  ways. 

or  instance,  it  was  not  un- 

mon  for  people  to  walk  into 

tz  offices  wearing  disguises 

:  got  so  bad  the  very  concept 

'enting  cars  seemed  in 

lardy. 

•Jobody  liked  us. 

"vnd  to  hear  the  old-timers  tell 

:his  was  John  Hertz's  finest 

r. 

le  emerged  from  his   office 


one  day,  bleary  and  unshaven.  ""Rent  them  cars  they'll 
be  proud  to  drive,"  he  nearly  screamed. ''Make  them 
feel  important."" 

Needless  to  say,  his  strategy  worked. 
Today  Hertz  rents  more  new  cars  and  more  kinds 
of  cars  than  any  other  rent  a  car  company. 

From   our  new  low  priced   Ford  Pintos   to  our 
Lincoln  Continentals  and  Thunderbirds. 

And  it's  still  the  object  of  every  Hertz  girl  in  the 
;  world  to  make  the  traveler  feel 
M  important. 

That's  a  lesson  we  learned 
before  most  of  today's  rent  a  car 
companies  even  existed. 

And  as  one  old-timer  recently 
put  it,  ''That's  what  renting  cars 
is  all  about." 


'Rent  them  cars  they'll  he  proud  to  drive. '"-john  hertzI 


YOU    DON'T   JUST    RENT   A    CAR-   YOU    RENT   A    COMPANY 


Here  is  a  lifetime  business  opportunity 
with  exciting  PROFIT  POTENTIAL. 

The  "knowledge  industry"  today 
accounts  for  about  30%  of  the  G.N.P.  We 
are  a  pioneer  and  leader  in  this  industry. 
Our  international,  publicly  held  company 
serves  individuals,  companies  of  all  sizes, 
industry,  and  municipal  governments  with 
programs  and  courses  on  leadership  and 
management  development,  personal  moti- 
vation, sales  training,  and  individual  and 
family  achievement. 

We  provide  complete  training  and  an 
exciting  incentive  and  awards  program. 
Sales,  management,  engineering,  and 
business  leadership  backgrounds  desired. 

For  information,  wnte: 

Success  Motivation  Institute,  Inc. 


Paul  J.  Meyer,  President 

Dept.  FBS  4-1 
5000  Lakewood  Drive 
Waco,  Texas  76710 
Phone:  817  752-9711 


a  Producing  Package 
with  NOW  CONCEPTS 

That  neat  blend  of  environmental 

enhancement  and  sound  economics. 

Hereford  Cow  Herd 

(Texas  Based) 

Grass  Lease 

(Texas  Ranch) 

Management 

ONE  or  ALL 

from 

THEIS  COMPANY 

You  Pick  Your  Tool 

Please  phone  (316)  227-3304 

or  write  Charles  Thais 

Box  998-A,  Dodge  City,  Kansas  67801 
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CARPS      I 

CAN  H6LP  YOU. 

•  STUVlULAtE   BUSINESS 
■FIND  MORE  PROSPECTS 

•SELL   MORE  THINGS  I 

•COLLECT  MORE   MONEY  I 
•THANK  EVERYBODY 

■  KEEP  CUSTOMERS  HAPPY  | 

WRITE  TODAY  FOR  r'^-.^,,  ■ 

FREE  SAMPLES  / ft^'o^T/  I 
AND  CATALOG  OF  /      Ctv^  / 

OVER  100  UNIQUE  /  #.   ^_  /  I 

CARDS  FOR  THE  /flpl,-  /  ' 

BUSINESSMAN!       --C*^  I 

Harrison  Publishing  Co. 

lilT'T  GO-BOX  SO/M-ASIirVIIUNr  .'HKO.'>  I 


Synergetic  Cyanamid 

Lots  of  people  know  how  to  buy  companies.  American 
Cyanamid  knows  something  more  important  than  that. 


One  thing  you  have  to  hand  Ameri- 
can Cyanamid— it  not  only  knows  how 
to  make  an  acquisition,  it  knows  what 
to  do  with  it.  Don't  scoff:  This  is  no 
mean  talent.  Consider  how  many 
mergers— even  those  that  looked  emi- 
nently sound- have  soured  recently. 

Perhaps  the  reason  Cyanamid  has 
such  a  noteworthy  talent  is  that  it 
has  cultivated  it  for  so  many  years. 
Way  back  in  the  late  Twenties,  as  a 
mere  "humdrum  chemical  company" 
(to  quote  President  Clifford  D.  Si- 
verd),  it  acquired  Calco  Chemical 
Co.  to  become  one  of  the  Big  Four 
U.S.  dyestuff  producers,  when  dye- 
stuffs  were  a  sure  route  to  the  then 
emerging  wonderland  of  synthetic  or- 
ganic chemicals.  And  it  bought  a  lit- 
tle drug  outfit,  Lederle  Laboratories, 
which  so  blossomed  in  the  miracle- 
drug  epoch  after  World  War  II  that 
for  years  it  provided  most  of  Cyana- 
mid's  profits. 

More  recently,  in  1956  it  acquired 
Formica  Corp.,  whose  product,  used 
for  counter  tops,  furniture  surfaces 
and  the  like,  has  steadily  increased  in 
stature  as  one  of  the  most  profitable 
building,  remodeling  and  home  fur- 
nishings specialties.  And  in  1963  it 
bought  Breck  Co.,  a  move  greeted  by 
a  chorus  of  derisive  snorts:  A  chemi- 
cal company  marketing  shampoo? 

What  Cyanamid  was  gradually 
building  over  the  years  was  a  com- 
petence in  marketing  and  new  product 
development.  This  is  what  enabled  it 
to  transform  Breck  from  an  expensive 
acquisition  into  an  outstanding  suc- 
cess. It  also  made  Cyanamid  top  dog 
among  the  big  chemical  companies 
last  year  in  sales  gain  (up  7%)  and 
earnings  trend  (down  only  3.6%,  vs. 
an  average  15%  decline  for  the  others) 
and  gave  it  a  five-year  return  on 
equity  exceeded  only  by  du  Pont  and 
Dow.  But  Cyanamid  can  hardly  be 
classed  as  a  cliemical  company  when, 
with  the  acquisition  of  Shulton,  con- 
sumer, medical  and  building  products 
account  for  over  half  of  its  sales  and 
two-thirds  of  its  profits. 

Cyanamid  has  recently  agreed  to 
pay  SlOO  million  in  stock  for  Shulton, 
Inc.  of  Clifton,  N.J.,  a  S104-million- 
sales  maker  of  cosmetics  and  toiletries. 
Explains  Sixerd,  "We\e  always  want- 
ed a  men's  line."  Is  that  enough  reason 
for  buying  a  company  that  had  av- 
eraged a  sales  growth  of  only  2%  year- 
ly in  the  last  five  years  and  whose 
1970  earnings  were  off  40%?  "You'll 
ha\e  to  gi\'e  us  a  couple  of  years  on 
this    one,"    replies    Si\erd.    "Shulton's 


Males  First.  Desert  Flower 
(above)  is  one  of  the  few 
cosmetics  that  Shulton  sells 
the  ladies.  But  Cyanamid 
bought  Shulton  mainly  for  its 
Old  Spice  men's  line  (below). 
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Old  Spice  is  still  the  No.  One  seller  in 
its  line,  and  it  has  products  it  hasn't 
really  exploited.  I  think  we're  going 
to  do  very  well  with  them." 

Siverd  clearly  views  Breck  and  Shul- 
ton as  setting  a  pattern  for  the  future: 
"Our  No.  One  area  for  acquisitions  is 
the  consumer  products  field.  Of 
course,  we're  not  looking  as  hard 
now,  because  it  will  take  time  to  di- 
gest  Shulton.    But   we   are    looking." 

And  every  such  move  that  Cyana- 
mid makes  leaves  it  just  that  much 
less  dependent  on  the  overbuilt  chem- 
ical industry.   ■ 
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Mycrs&Liggctt? 

We  haven't  really  changed  the  name,  but  we  have  changed  the  company. 
We  are  now  53  per  cent  non-tobacco. 


"This  Blue  Lustre 
carpet  shampoo 
5  simply  marvelous 


To  each  his  own." 


"But  Alpo  is  dog  food." 


You  tell  him!" 


'After  seeking  the 
pileated  sapsuckerfor 
20 years,  Witherspoon, 

ve  decided 
there's  only  one 
bird  worth  watching 
—Wild  Turkey." 


You  know  Liggett  &  Myers 
for  its  L&M,  Chesterfield, 
Lark  and  Eve  cigarettes. 
But  did  you  know  L&M  has  the 

leading  brands  in  Scotch  whisky  (J&B), 
canned  dog  food  (Alpo),  premium  bourbon  (Wild  Turkey), 
watch  bands  (Brite),  imported  wines  (Chauvenet, 
Charles  Heidsieck,  Calvet,  Lagosta), 
household  cleaning  products  (Blue  Lustre), 
iquor  specialties  (Grand  Marnier,  Metaxa,  Campari 
and  even  popcorn  (3-Minute). 
During  the  last  seven  years,  sales  of  our 
non-tobacco  products  have  jumped  from  zero  to 
53  per  cent  of  total  sales,  excluding  excise  taxes. 

Liggett  &  Myers 


K! 

I 
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Paper  Boj 

He  often  attacks  when  your  insurance 
company  gives  you  information. 

Because  it's  all  in  Insurance  Language. 

And  it's  up  to  you  to  translate  it  into 
something  meaningful. 


With  IRIS,  CNA's  Industrial  Risk  Information 
System. 

IRIS  gives  you  the  data  you  need.  The  way 
you  need  it.  In  the  language  of  your  particular 
financial  system. 

So  cut  the  Paper  Bog. 

He's  just  one  way  your  insurance  can  lag 
behind  your  business. 

And  just  one  of  the  Insurance  Lags  we  can 
help  you  beat. 

Contact  your  CNA  agent.  Or  write  us. 

♦'  OW  /insurance 

')t)ur  way  to  beat  the  Lags 


CNA/INSUR»NCe   310  S     MICHIGAN  AVE    CHICAGO    ILL     60604     CONTINENTAL  CASUALTY  CO      AMERICAN  CASUALTY  CO 
NATIONAL  FIRE  INSURANCE  CO    Of   HARTFORD     TRANSCONTINENTAL   INSURANCE  CO       TRANSPORTATION   INSURANCE  CO 
VAlLtY  FORGE  INSURANCE  CO      VALLEY  FORGE  LIFE  INSURANCE  CO      CNA  INVESTOR  SERVICES.  INC    g^CAlAentefpflSe 


The  Money  Men 


Money  for  Sale 

Reuben  F.  Rich-\rds'  official  biog- 
raphy lists  him  as  a  banker— a  41- 
year-old,  Har\ard  College-educated 
(Class  of  1952)  executive  \ice  pres- 
ident of  New  York's  big  First  Na- 
tional City  Bank  (assets:  S25  bil- 
lion). In  point  of  fact  he's  a  sales- 
man, a  money  salesman.  As  head 
of  the  975-man  corporate  banking 
group  at  Citibank,  the  biggest  bank 
in  the  nation's  biggest  money  cen- 
ter, his  job  is  selling  money  to  the 
nation's  largest  corporations. 

If  you've  recentU  had  a  bad  ex- 
perience trying  to  wring  money  out 
of  a  banker,  you  may  boggle  at 
the  word  "sell,"  but  that's  what  it  is 
in  the  early  spring  of  1971.  Thanks 
to  the  Administration's  reversal  of 
monetar>'  poUcy,  money  has  gone 
from  painfully  tight  to  very,  very 
loose.  Bankers  are  out  selling  mon- 
ey today.  Selling  hard.  NN'hich  is 
why  we  called  on  Reub  Richards 
recently  at  his  spacious  office  in 
First  National  City's  Park  Avenue 
headquarters.  Citibank,  like  most 
other  big  banks,  is  bulging  with 
money  these  days.  But  compa- 
nies aren't  much  interested  now  in 
bank  loans,  with  their  one-year-to- 
five-year  maturity  range.  They  are 
shifting  to  more  permanent,  long- 
er-term bond  financing  (  Forbes, 
Mar.  1.  So  even  after  sharply 
chopping  their  prices— that  is,  low- 
ering the  prime  lending  rate  from 
8X  to  5%.%  since  last  September- 
Richards  and  his  fellow  bankers 
are  having  trouble  moving  their 
product.  From  Jan.  I  through  Mar. 
10  business  loans  of  the  biggest 
New  York  banks  were  down  nearly 
$400  million. 

Richards  is  a  suave,  18-year  Citi- 
bank veteran  who  rose  through  the 
lending  side  of  the  business  to  his 
present  job  last  year.  He  hasn't  hit 
the  panic  button  yet,  because  so  far 
the  slump  hasn't  cut  into  profit 
margins.  The  reason  is  that  while 
money  rents  for  less  today,  it  also 
costs  the  banks  less  to  get  it.  Just 
a  year  ago  companies  were  clam- 
oring for  bank  money,  and  much 
of  what  Richards  was  able  to  sup- 
ply, to  old  and  valued  Citibank 
customers,  had  to  be  obtained  in 
the  Eurodollar  market  at  a  cost  of 
10%  and  more.  Today,  with  loan 
demand  way  off,  Richards  can 
make  loans  out  of  lower  cost  sav- 
ings and  time  deposits. 


"Last  year  our  incremental  cost 
of  new  money  was  as  much  as  200 
basis  points  [2%]  above  what  we 
could  lend  it  for,"  says  Richards. 
"Now  our  cost  is  lower  than  what 
we're  charging. " 

But  a  profit  pinch  is  coming  as 
the  loan  business  remains  slow  and 
as  lending  rates  come  down.  Banks 
are  admittedly  paying  only  3/2%  to 
attract  coiporate  time  depos- 
its (certificates  of  deposits)— as 
against  %%  last  June.  But  they  still 
must  pay  VA%  to  5%  for  consumer 
savings  deposits  to  stay  competitive 
with  savings  institutions. 

When  the  customers  were  beg- 
ging for  money  last  year,  Rich- 
ards and  other  bankers  gave  them 
some  very  sound  advice.  "The 
Penn  Central  situation,  where  they 
had  a  lot  of  short-term  money, 
was  a  revelation  to  a  lot  of  us," 
says  Richards.  "It  showed  us  that 
too  many  companies  were  financ- 
ing plant  construction  and  longer- 
range  projects  with  commercial  pa- 
per and  .short-term  bank  loans." 
Richards  and  other  bankers  began 
telling  their  corporate  customers 
to  get  into  longer-term  financing. 

That  was  good  advice,  but  poor 
salesmanship.  "It  turns  out  that  the 
time  to  have  been  out  drumming 
up  bank  loan  business  was  last 
June  and  July,"  says  Richards.  "But 
anyone  who  did  that  would  have 
been  considered  out  of  his  mind." 
No  one  could  foresee  that  the  shift 
to  easier  money  and  soft  loan  de- 
mand would  come  about  so  quickly. 

We  asked  Richards  what  he  and 
his  money  salesmen  are  doing  now 
to  sell  aH  the  money  they  suddenly 
have  on  their  hands.  He  replied 
that  he  has  switched  to  a  rather 
un-banker-like  hard  sell.  "We're  not 
waiting  for  the  customers  to  come 
knocking  on  our  doors,  as  bankers 
once  did,"  says  Richards.  "We're 
out  buttonholing  whoever  will  lis- 
ten to  us,  hashing  over  their  plans 
with  them,  suggesting  ways  they 
might  not  have  thought  of  that 
they  can  use  bank  money  and  in 
many  cases  showing  them  why  they 
need  more  money  than  they  think 
they  do."  He  mentions  a  major  steel 
company  that  was  tiying  to  scrimp 
on  an  expansion  project  in  order  to 
cut  down  its  money  cost.  Richards 
and  his  men  demonstrated  to  the 
company  that  it  couldn't  achieve  its 
goals  with  the  small  amount  they 
planned  to  spend.  Result:  a  larger 
loan  for  Citibank. 
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Richards  of  Citibank 


"I've  been  letting  my  lending  of- 
ficers know  in  no  uncertain  terms 
that  we  can  use  all  the  good  loan 
business  they  can  get,"  says  Rich- 
ards. "If  we're  letting  any  loans  get 
by,  I  want  to  know  the  reason  why." 

That  sounds  more  like  the  sales 
manager  of  a  soap  company  talking 
than  a  banker.  But  then  Richards 
is  thinking  nowadays  in  terms  of 
new  wrinkles  to  merchandise  his 
bank's  money.  Lease  financing,  for 
example.  Citibank  is  already  the 
leader  in  financing  leases  of  big- 
ticket  items  like  commercial  air- 
liners. "It's  said  that,  after  the  Rus- 
sian and  American  governments, 
we  have  the  biggest  air  force  in 
the  world,"  Richards  says.  Citibank 
has  financed  the  purchase  of  well 
over  $1  billion  worth  of  airplanes. 
Now  Richards  is  just  moving  into 
leasing  of  smaller-ticket  equipment 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy 
these  securities.  The  offering  is  made  only  by  the  Prospectus. 


New  Issue 


$55,000,000 

The  Western  Union  Telegraph 
Company 

8.45%  Sinking  Fund  Debentures 

due  March  15,  1996 


luestern  union 


Price  100% 

and  accrucu  interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


BIyth  &  Co.,  Inc. 


Dillon,  Read  &  Co.  Inc. 
Lehman  Brothers 

Incorporated 

Salomon  Brothers 
duPont  Glore  Forgan 

Incorporated 

Goldman,  Sachs  &  Co. 

Hornblower  &  Weeks-Hemphill,  Noyes 


Kuhn,  Loeb  &  Co. 

The  First  Boston  Corporation 
Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Drexel  Firestone 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 


Halsey,  Stuart  &  Co.  Inc. 
Lazard  Freres  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Stone  &  Webster  Securities  Corporation 


Loeb,  Rhoades  &  Co. 
Smith,  Barney  &  Co. 

Incorporated 

Wertheim&Co.     White,  Weld  &  Co.     Dean  Witter  &  Co.     Bache&Co. 

Incorporated         Incorporated 

Bear,  Stearns  &  Co.         Paribas  Corporation         Shields  &  Company 

Incorporated 

March  19,  1971 


The  Money  Men 


(priced  at  less  than  $1  million) 
such  as  foiklift  trucks,  corporate 
aircraft  and  truck  and  automobile 
fleets.  The  big  hangup  is  the  greater 
amount  of  papenvork  involved, 
which  Richards  thinks  he  can  re- 
duce to  profitable  levels  with  the 
aid  of  computers. 

Richards  is  also  stepping  up  Citi- 
bank's accounts  receivable  financing 
and  sale-and-leaseback  deals  on  the 
purchase  of  buildings,  both  highly 
specialized  areas  that  now  look 
more  attractive  to  bankers.  If  a 
company  is  reluctant  to  borrow  new 
money,  Richards  now  is  willing  to 
help  it  find  ways  to  squeeze  more 
cash  out  of  its  existing  assets.  He 
has  also  begun  to  broker  financing 
deals  to  other  money  suppliers.  Re- 
cently, for  e.xample,  it  arranged  a 
lease  for  $12  million  worth  of  peak- 
ing generators  to  a  midwestem  util- 
ity through  a  correspondent  bank 
and  an  insurance  company  for  a 
fee  larger  than  it  could  have  earned 
financing  the  deal  itself. 

Only  months  ago  Richards  was 
advising  customers  to  shun  bank 
loans  for  a  time.  We  asked  him 
what  his  advice  is  today.  "Well,  I 
think  the  trend  toward  more  long- 
term  financing  for  companies  was 
desirable,"  lie  says.  "Some  compa- 
nies were  sailing  awfully  close  to 
the  wind,  in  retrospect,  financing 
longer-range  projects  with  money 
that  had  to  be  turned  over  during 
a  period  when  money  was  extreme- 
ly tight.  But  I  don't  think  compa- 
nies should  get  themselves  into  the 
position,  as  some  think,  of  financing 
too  far  ahead  simply  to  take  ad- 
vantage of  currently  favorable  rates 
in  the  bond  market." 

As  for  his  own  business,  Richards 
thinks  the  period  of  the  hard  sell 
will  remain  for  a  time.  Citibank, 
he  says,  has  actually  been  able  to 
increase  its  market  share  slightly— 
bankers  nowadays  talk  in  such 
terms— and  by  the  fourth  quarter 
could  increase  its  loan  total  from 
last  year's  $14.5  billion.  "There's  no 
magic  that  can  open  up  the  de- 
mand gates  for  loans,"  he  says. 
"One  solace  is  that  the  turnabout 
has  happened  so  quickly.  Becau.se 
now  we  can  go  back  to  companies 
that  were  knocking  on  our  door 
only  a  few  months  ago  for  money 
for  current  projects  and  possibly  get 
the  business  back.  If  the  turnabout 
had  been  more  gradual,  we  couldn't 
do  that  and  my  outlook  would  be 
gloomier."  ■ 
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Extra  care... in  customer  care 


YOUR  CHRySLER  MAN 

IN  DETROIT 

REAUyO^RES 

WHAT  you  THINK 


Byron  J.  Nichols,  Vice  President  in  Charge  of  Consumer 
Affairs  at  Chrysler  Corporation— Your  tVlan  in  Detroit^ 
1970,  President  of  the  National  Alliance  of  Businessmen. 
1965-1970,  Chairman  of  the  Auto  Industries  Highway 
Safety  Committee.  A  Chrysler  executive  for  30  years. 


Chrysler  Corporation  cares,  too.  Write  Byron  Nichols. 


Chrysler  Corporation  has  a  commitment— we 
are  going  to  produce  the  best  engineered  cars 
and  trucks,  the  best  quality  products  we've 
ever  built.  We've  spent  a  great  deal  of  time, 
money  and  energy  on  them.  Our  fine  organiza- 
tion of  Dodge  and  Chrysler-Plymouth  dealers 
has  provided  a  network  of  service  facilities 
that  can  solve  nearly  any  problem  you'll  ever 
have.  We've  done  all  this  to  assure  your  satis- 
faction. We've  made  a  real  start,  but  we  know 
we  have  to  keep  working  at  it. 

Now,  we'd  like  to  talk  with  you  about  it. 

Not  to  you— with  you. 

So  meet  Byron  Nichols.  A  vice  president  of 
Chrysler  Corporation  who  works  for  you.  Your 
man  in  Detroit.  You  can  write  him  about  your 
concerns,    your   comments,    your   questions, 


your  complaints— and   he  will   act  promptly. 
And  we  will  back  him  all  the  way. 

Tell  him  what  you  think  about  our  company, 
our  cars,  our  citizenship,  our  concerns.  He 
cares  and  we  care.  About  our  engineering, 
our  manufacturing,  our  products.  About  you. 


Write  and  get  action! 

Byron  Nichols 
"MY  MAN  IN  DETROIT" 

Chrysler  Corporation 

P.O.  Box  1086 
Detroit,  Michigan  48231 

(Be  sure  to  include  your  phone  number.) 
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CHRYSLER 

CORPORATION 


DODGE  .  CHRYSLER  .  PLYMOUTH  .  DODGE  TRUCKS 


Connally  of  the  Treasury: 
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Accent  on  the   I 


If  the  business  community  has  not 
yet  gotten  the  message,  it  soon  will: 
Within  a  year  it  will  be  hard  to  tell 
the  difference  between  Nixon's  eco- 
nomic policy  and  that  of  the  Demo- 
cratic presidents  who  preceded  him. 
In  moving  Texas  Democrat  John  B. 
Connally  into  the  Treasury  secretary- 
ship, Nixon  did  two  things:  1)  He  put 
his  Administration's  economic  and  fis- 
cal leadership  back  into  the  recently 
languishing  Department  of  the  Trea- 
sury; 2)  He  put  it  into  the  hands  of  a 
man,  who— though  he  talks  like  a  con- 
servative—will not  hesitate  to  put  full 
employment  ahead  of  "sound  money." 

The  Connally  appointment  to  suc- 
ceed David  Kennedy  comes  at  a  cru- 
cial moment.  The  President's  current 
economic  team  of  George  Shultz,  Paul 
W.  McCracken  and  Herbert  Stein  are 
arguing  over  how  much  of  a  policy 
turnaround  they  can  advocate  with- 
out appearing  to  publicly  repudiate 
their  own  carefully  structured  game 
plan  of  the  past  two  years.  But  it  has 
become  clear  that  an  about-face  is 
just  what  is  needed  if  Nixon  is  to 
hope  for  re-election  next  year. 

Connally's  secret  is  his  ability  to 
move  quickly.  He  is  uncommitted  to 
the  old  policies.  He  has  shaken  a  de- 
moralized Treasury  staff  out  of  its 
slump  and  set  it  to  work  wiring  to- 
gether a  series  of  tax  cuts  and  spend- 
ing increases  to  bolster  the  Adminis- 
tration's drive  for  a  $1,065  billion 
gross  national  product  by  year's  end. 

Government  economists  concede 
that  early  first-quarter  returns  are  not 
that  encouraging.  The  President  seems 
ready  to  push  a  full-throttle  policy  for 
the  economy.  It  will  be  based  upon 
measures  prepared  by  Treasury  and 
advocated  by  Connally.  Like  the 
adrenaline  used  by  the  Kennedy  and 
Johnson  administrations,  the  Nixon- 
Connally  measures  will— to  put  it 
bluntly— be  based  on  deficit  spending; 
that  is,  putting  more  money  into  the 
economy  by  spending  than  is  taken  out 
ill  taxes.  Among  the  possible  measures: 
liberalized  depreciation  and  amortiza- 
tion rules  for  business;  larger  personal 
income  tax  exemptions  for  individuals. 
The  Administration  will  try  to  use  ex- 
isting authority  rather  than  slogging 
its  way  through  Congress  for  new  laws. 

"With  no  disrespect  to  Secretary 
Kennedy,  I  will  be  more  of  an  activ- 
ist," ConnalK  told  Fohbes  recentK. 
"We  are  walking  an  economic  tight- 
rope. Things  can  change  (luickK  and 
the  Administration  is  flexible  enougli 
if  we  have  to  change." 

An  indication  of  Ck)nnallv's  leader- 


Conna/Zy  of  fhe  Treasury 

ship  in  this  "flexibility":  After  his  first 
meeting  at  the  White  House  with  his 
colleagues— McCracken  of  the  Coun- 
cil of  Economic  Advisers  and  George 
P.  Shultz  of  the  Office  of  Manage- 
ment &  Budget— it  was  Connally  who 
was  sent  out  to  present  the  findings 
of  the  group  to  the  press.  His  "activ- 
ism" is  further  evidenced  by  his 
front-stage  role  in  the  Lockheed/ 
Rolls-Ro\ce  negotiations,  in  his  tire- 
less, effective  championing  of  Admin- 
istration policy  in  countless  weary 
hours  of  congressional  testimony  over 
the  past  few  weeks. 

But  essentially,  nou  can  take  "ac- 
tivism" as  a  political  euphemism  for 
the  things  that  Democratic  adminis- 
trations have  done  but  that  Nixon— 
in  theor\— should  sh\'  away  from:  easy 
money,  budgctar\  deficits,  govern- 
ment spending.  In  short,  the  kind  of 


policies  that  put  full  employmen 
somewhat  ahead  of  the  fight  agains 
inflation— and  also  win  elections. 

Is  the  fight  against  inflation  goin<; 
"to  be  abandoned  under  Connally?  Noi 
necessarily.  But  by  appointing  Con- 
nally, Nixon  seems  to  be  telling  the 
business  community  that  the  Presi' 
dent  is  tired  of  businessmen  telling 
him  to  get  in  there  and  fight. 

Indirectly,  Connally  puts  it  thi;! 
way:  "I  am  basically  a  conservative,'( 
he  says.  "I  belie\e  in  the  free  enten 
prise  system,  but  I  believe  that  the 
business  community  has  to  assume  it< 
share  of  the  burden  and  the  leadershif 
in  this  fight  we're  in  against  inflation. 
When  they  come  to  me— depending 
on  how  well  I  know  them— I  say 
'What  the  hell  have  you  done  to  help: 
You  criticize  government  policies,  but 
if  we  ask  for  help,  you  say  it's  up  tc 
the  Administration.' " 

That's  a  polite  way  of  telling  busi- 
nessmen to  put  up  more  of  a  fight 
against  excessive  labor  demands,  tc 
be  less  quick  about  raising  prices.  It 
also  points  up  how  broad  a  view  Con-i 
nally  takes  of  his  role  in  the  Adminis- 
tration: as  a  major  spokesman  to  Con-i 
gress,  a  major  channel  to  the  business 
community  and  as  a  major  formulatoii 
of  fiscal  and  economic  polic>'. 

In  taking  on  this  multiple  role.  Con 
nally  might  seem  to  risk  ending  up 
with  "more  than  he  can  properly  sa\ 
grace  over,"  as  he  himself  might  pu'' 
it.  His  aides,  at  least,  doubt  it. 

After  the  first  weeks  of  contact  with 
the  new  Secretary,  one  of  them  com-i 
mented:  "He  holds  these  incrediblo 
8:45  a.m.  staft  meetings  every  da> 
when  we'd  been  used  to  once  a  weeln 
or  less.  He  soaks  information  up  like 
a  blotter  and  keeps  it.  Connally  is  i 
warrior  and  a  winner,  and  that's  the 
difterence  around  here." 

Perhaps  best  of  all,  Connally  come' 
to  power  free  of  old  alliances  in  tin 
Administration  and  old  policies.  Say 
the  aide:  "He  doesn't  have  to  picl 
sides,  and  he's  not  trapped  by  an\ 
theoretical  dogma  or  by  position  pa 
pers  he  wrote  20  vears  ago." 

How  independent  can  Connally  be'. 
At  a  recent  press  conference,  a  new.s 
man  asked  the  Secretary  to  explaii 
his  much-quoted  Senate  confirmatioi 
hearing  statement,  ".  .  .  So  long  as  1 
am  Secretary'  of  the  Treasury  I  wil 
be  Secretar\  of  the  Treasury." 

"If  \ou'd  heard  me  say  it,  it  woulc 
have  explained  itself,"  Connally  saic 
drily.  "He's  right,"  whispered  an  aide 
"Just  read  it  aloud  and  put  the  accenl 
on  each  T.'  "  ■ 
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Tenneco  reports 
record  revenues  of  $2.52  billion 
its  26th  consecutive  increase. 

Plus  1970  net  income  of  $157.8  million- 
slighfly  below  the  1969  record  high. 


SUMMARY 


1970 


1969 


Operating  revenues- 
Machinery,  equipment  and  shipbuilding   .  . 

Gas  sales  and  transportation 

Crude  oil,  condensate  and  refined  products 

Chemicals 

Packaging    

Land  use  and  other 


Net  income 

Preferred  and  preference  stock  dividends 

Net  income  to  common  stock 

Per  average  share  of  common  stock 

Averoge  number  of  shares  outstanding  .  . 


$  869,227,593 

$  861,829,533 

586,865,611 

563,357,774 

420,296,897 

399,067,944 

245,412,798 

248,963,910 

249,704,357 

257,226,252 

153,232,512 

120,151,650 

$2,524,739,768 

$2,450,597,063 

157,808,792 

165,490,544 

35,895,472 

38,324,700 

121,913,320 

127,165,844 

$2.09 

$2.31 

58,403,761 

55,011,314 

Tenneco's  progress  in  1 970  was  slowed  some- 
what by  the  overall  weakness  in  our  economy. 

Even  so,  Tenneco  reports  its  26th  consecutive 
increase  in  revenues— from  $2.45  billion  in  1969 
to  $2.52  billion  in  1970. 

And  both  net  income  and  earnings  per  share 
were  only  slightly  below  the  all-time  record  levels 
set  in  1 969.  1 970  net  income:  $1 57.8  million  com- 
pared to  $165.5  million  in  1969.  1970  earnings 
per  share:  $2.09  compared  to  $2.31. 

In  its  1970  Annual  Report,  Tenneco  also  re- 
views its  record  growth  over  the  past  decade. 
And  it  declares  as  its  objective:  "Build  in  the  70's 
on  the  impetus  from  the  60's." 


As  N.  W.  Freeman,  President,  and  Gardiner 
Symonds,  Chairman  of  the  Board,  state  in  their 
Letter  to  Stockholders:  ''Strength  builds  on 
strength.  And  the  attainments  of  the  past  have 
endowed  our  company  with  real  opportunities 
for  even  more  vigorous  growth." 

For  facts  and  figures  behind  Tenneco's  opti- 
mism for  1 971  and  the  years  ahead,  see  the  1 970 
Tenneco  Annual  Report. 

For  the  1970  Tenneco  Annual  Report, 
write:  Section  E,  Public  Relations  Depart- 
ment, Tenneco  Inc.,  P.O.  Box  25 11,  Houston, 
Texas  77001. 

BUILDING  BUSINESSES  IS  OUR  BUSINESS.  ^ENNECO 


TENNECO 

TENNECO  CHEMICALS,  INC.  O    TENNESSEE  GAS  TRANSMISSION  CO.    O    TENNECO  OIL  CO.    O  TENNECO  PROPERTIES,  INC.  O 
PACKAGING  CORP.  OF  AMERICA    O    J.  I.  CASE  CO.  O  WALKER  MANUFACTURING  CO.  O   NEWPORT  NEWS  SHIPBUILDING    O 


1, 


An  old  institution 

is  putting 

new  life  into  housing  stocks. 


A  lot  of  investors  must  be 
thinking  there's  no  place  like 
housing. 

Some  housing  stocks  have 
doubled  in  the  last  9  months. 

We're  usually  suspicious  of 
stocks  that  move  that  fast.  But 
this  time  we  think  there's  more 
to  it  than  speculative  fever.  In 
fact,  we  beheve  that  housing  could 
become  a  new  growth  industry. 

One  reason  we  say  that  is  the 
trend  in  marriages.  Last  year,  a  re- 
cord 2  million  couples  joined  hands. 
Fifty  percent  more  than  a  decade 
ago. 

Few  of  those  couples  want  to 
live  with  their  in-laws.  And  the  re- 
cent drop  in  mortgage  rates  has  made  it  easier 
to  buy  a  house. 

Bullish  as  that  sounds,  our  analysts  think 
another  trend  could  do  even  more  for  housing 
over  the  long  term. 

The  rising  tide  of  Federal  help. 

During  the  fiscal  year  ended  June  30, 1970, 
the  Administration  provided  enough  funds  to 
cover  58  percent  of  all  mortgage  loans.  A  lot 


more  than  just  a  couple  of) 
years  ago. 

That's  going  to  help  ai 
lot  because  housing  com 
struction  has  been  heldj 
back  by  a  periodic  lack  oh 
mortgage  money.  But  with 
the  Government  narrow 
ing  the  money  gap,  we 
think  the  stage  is  set  foB 
fast  and  steady  growth. 
If  you'd  like  to  see  our 
latest  recommendations 
talk  with  a  Merrill  Lynch 
Account  Executive.  He 
can  tell  you  about  th( 
stocks  we've  picked  ii 
home  building,  aj 
pliances,  furniture,  and 
other  housing  related  lineS 
"^  Stocks  that  we  think  could  shov 
good  gains  in  the  months  and  years  ahead. 

If  we're  right,  it  won't  mean  we  can  judge 

the  investment  significance  of  every  new  trenc 

Nobody  can.  But  we  do  have  twice  as  manj 

analysts  working  on  it  as  any  other  broker. 

We  figure  that  puts  the  odds  in  our  favoi 

i 


Merrill  Lynch:  We  look  for  the  trends. 

Merrill  Lynch.  Pierce.  Kenner  &  Smith  Inc  For  nearest  office  call  toll  free  800-243  6000  In  Connecticut  call  800-942-0655. 


Faces  Behind  the  Figures 


Boyd  oi  Illinois  Cenfral 


"The  Mess  Won't  Wait" 

Alan  S.  Boyd,  president  of  Chi- 
cago's big  Illinois  Central  Railroad, 
pulls  no  punches.  "Many  people 
still  think  we're  fat  cats  who  are 
hiding  all  the  money  we're  mak- 
ing,"  Boyd  says.  "But  we  aren't.  If 
we  don't  get  major  changes  in  pub- 
lic policy  this  year,  I  guarantee 
that  ne.xt  year  there  will  be  bank- 
rupt railroads  all  over  the  lot." 

A  former  utilities  lawyer  who 
headed  the  Civil  Aeronautics  Board 
under  President  Kennedy  and  the 
Department  of  Transportation  un- 
der President  Johnson,  Boyd  does 
not  e.xpect  the  still  prosperous  Il- 
linois Central  to  be  one  of  the 
bankiiipts;  but  if  one  railroad  gives 
poor  service  or  defaults  on  its  obli- 
gations, all  railroads  are  hurt.  "The 
physical  plant  of  the  railroads  has 
been  going  downhill  for  15  or  20 
years, "  Boyd  says.  "We  absolutely 
have  to  have  changes  in  public 
policy.  Substantive  ones,  not  pro- 
cedural ones.  Freedom  to  abandon 
branch  lines  almost  at  will.  The 
right  to  price  according  to  the  mar- 
ket, although  with  strictiues  on 
monopoly  situations.  More  freedom 


to  merge— maybe  even  complete 
deregulation  of  mergers,  and  let  us 
take  our  chances  in  the  courts." 

As  the  U.S.'  first  Secretary  of 
Transportation,  Boyd  likes  the  Ad- 
ministration's proposal  to  merge 
the  CAB,  the  Interstate  Commerce 
Commission  and  the  Federal  Mari- 
time Commission  into  a  single 
agency,  but  adds:  "We  can  realign 
the  regulatory  agencies  till  hell 
freezes  over,  and  that  in  itself  is 
not  going  to  bail  out  any  industry." 

Boyd  thinks  the  creation  of  Rail- 
pax,  the  federal  passenger  service 
corporation,  is  a  step  in  the  right 
direction  for  the  railroads.  "But  a 
lot  of  people  are  going  to  find  out 
we  weren't  lying  about  losing  mon- 
ey on  passengers,"  he  says.  "Con- 
gress will  find  that  a  bunch  of  fine, 
dedicated  businessmen— and  not  a 
railroadman  among  them— won't 
be  able  to  make  the  damn  thing  go. 
It  will  run  on  red  ink  from  Day  1." 

As  to  the  other  things  he  thinks 
the  industry  needs,  Boyd  is  wor- 
ried that  nothing  will  happen.  "In- 
stead of  facing  up  to  the  basic  pol- 
icy changes  that  need  to  be  made, 
the  Congress  is  temporizing.  The 
immediate  mess  won't  wait."  ■ 


Come  on  Down! 

SCE  CHAIRMAN  of  Xcrox,  later 
nbassador  to  the  Organization  of 
merican  States,  and  now  .senior 
irtner  in  Washington's  Coudert 
"OS.  law  finn,  Sol  M.  Linowitz, 
',  also  serves  as  chairman  of  the 
ational  Urban  Coalition.  That  or- 
mization  was  founded  in  riot-torn 
)67  to  open  up  commimication 
•tsveen  business  and  minority 
oup  leaders.  Recently,  with  Lino- 
itz  presiding,  the  Urban  Coali- 
m  brought  out  the  Counterbud- 
't,  a  refracted  image  of  the  fed- 
al  budget. 

The  Counterbudget  calls  for  pro- 
ams  in  the  next  five  years  that 
ould  cut  defen.se  spending  $24 
llion,  increase  funds  for  educa- 
3n  §11  billion,  beef  up  manpower 
training,  locate  industiy  in  poor 
ual  areas,  guarantee  income  lev- 
s  and  greatly  improve  the  state  of 
•S.  health  care.  Fewer  guns,  more 
Jtter.  But  is  it  just  a  dream? 
rhat's  just  it,"  says  Linowitz,  "it's 
)t  just  talk  about  reordering  priori- 
es, but  a  budget,  an  alternative 
nich  puts  specific  sums  on  ideas." 

Counterbudget  is  a  hypothetical 


budget,  with  no  money  or  power 
behind  it.  Its  value,  says  Linowitz, 
is  as  a  stinmlus  for  a  national  de- 
bate. Accordingly,  the  Urban  Coali- 
tion has  presented  it  to  more  than 
25  national  groups  such  as  the 
League  of  Women  Voters.  Lino- 
witz himself  has  testified  to  a 
friendly  congressional  committee 
and  talked  to  White  House  staff 
members.  Eveiybody,  he  says, 
whether  they  agreed  with  the  pro- 
posals or  not,  has  called  it  a  stimu- 
lating effort.  "The  policy  principles 
on  which  Counterbudget  rests," 
says  Linowitz,  "have  the  backing 
of  businessmen  like  Hi  Romnes, 
David  Rockefeller  and  Jim  Roche." 

How  strong,  how  firm  is  the 
backing?  That  remains  to  be  seen. 
"Top  executives  of  corporations," 
Linowitz  says,  "should  not  stay 
away  from  Washington.  They 
should  come  here,  and  call  upon 
the  senators  and  congressmen.  They 
shouldn't  send  their  Washington 
representatives.  These  executives 
are  important  men,  and  the  politi- 
cians understand  that.  The  busi- 
nessman will  not  only  be  welcomed, 
but  listened  to." 

Enough  said.  ■ 


Linowitz  of  Urban  Coalition 
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Faces  Behind  the  Figures 


Free  Advice 

It  would  be  putting  it  niildh'  to 
say  that  multimillionaire  Hunting- 
ton Hartford  hasn't  been  much  of 
a  businessman.  He  dropped  $10 
million  in  an  unsuccessful  magazine 
(Show).  S20  million  or  more  on  a 
plush  Bahamas  resort  (Paradise 
Island)  and  more  than  S5  million 
for  a  would-be  self-sustaining  mu- 
seum on  Manhattans  Columbus 
Circle.  But  "Hunt"  Haitford  speaks 
with  considerable  authoritv'  when 
he  criticizes— as  he  regular!)'  does— 
those  who  nm  his  old  famih  firm, 
the  Great  Atlantic  &  Pacific  Tea  Co. 

A&P  was  founded  in  1859  by 
Hartford's  grandfather,  and  headed 
until  1951  by  his  uncles  John  and 
George.  \\'hen  Uncle  John  died  in 
1951.  Ralph  Burger,  private  secre- 
taiy  to  the  uncles,  assumed  the 
A&P  presidency  and  in  1957  con- 
trol of  the  John  A.  Hartford  Foun- 
dation, which  still  holds  34%  of 
A&P's  common.  Hunt  Hartford  has 
had  nothing  to  do  with  A&P's  active 
management.  But  he  hasn't  given 
them  a  minute's  peace.  In  fact, 
Hartford's  constant  criticism  pla\  ed 
a  role  in  Bulger's  ultimate  forced 
retirement  under  pressme  from 
outside  directoi-s. 

Now  Hartford  is  after  Burger's 
successors.  On  Mar.  12  he  called  a 
press  conference  to  demand  the 
resignation  of  A&P's  new  chief  ex- 
ecuti\e.  WiHiam  Kane.  Hartford 
charged  that  Kane  had  refused  to 
meet  with  the  black  clerg\men 
leaders  of  Operation  Breadbasket. 
He  also  charged  that  A&P  had  gen- 
eralK  been  mismanaged.  "A&P 
management  just  feels  it  doesn't 
have  to  listen  to  anybod}-.  Its  the 
old  stoiy.  There's  no  difference 
whatever  between  Burger  or  the 
former  president  Meh  in  Alldredge 
or  Kane  or  the  new  president  Long- 
acre,"  says  Hartford.  "It's  a  round 
robin,    it's    all    the    same    group." 

W'hile  Hartford  himself  has  sold 
off  almost  all  of  his  A&P  holdings 
(once  101?)  over  the  past  ten 
years,  he  feels  he  can  still  rally 
the  Hartford  family  and  force  a 
change  at  A&P.  "What's  needed 
now  is  a  real  leader,"  he  says.  "Or 
else  the  compan\-  should  be  sold. 
I  think  N'ate  Cummings  and  MCA 
were  interested  in  buying  the  com- 
pany and  Burger  wouldn't  even 
talk  to  them.  Well,  that's  wrong, 
you  know?  And  it  ought  to  be  il- 
legal  what     the\     did     with     that 


Hartford  of  A&P 


foundation— not  diversifying  just 
because  the\-  wanted  to  retain  con- 
trol. If  they  had,  the  assets 
wouldn't  be  S240  million,  they'd  be 
close  to  a  billion.  And  the  family 
would  be  w orth  twice  what  the>'re 
worth  toda\.  I  mean  there  ought 
to  be  a  law  restricting  foundations 
to  no  more  than  10*?  ownership  in 
companies.  Of  course,  the  trouble 
is  that  so  nian\  rich  and  important 
people  across  the  countr\-  control 
foundations." 

W'\\\  the  Hartford  famil\-  listen 
to  Hunt  this  time?  The\-  include: 
Mrs.  Henrv  Carpenter  of  Shelter  Is- 
land (101);  Hartford's  sister.  Mrs. 
Josephine  Br\ce  of  Manhattan  and 
Wrmont  (10?);  Mr.  Allan  Mcin- 
tosh of  Palm  Beach.  Fla.  (once 
lOf);  Mrs.  Charles  Robertson  of 
Delray.  Fla.   (once  10%);  and  the 


\\'rightson  famil>-  of  Miami  and 
Rumson,  N.J.  (once  lOf).  Says 
Haitford:  "I  know  most  family 
members  are  \er\'  disillusioned  by 
now  with  the  management." 

Will  the  family  listen  to  Hunt? 
Does  A&P  face  another  manage- 
ment shakeup?  ProbabK'  not.  For 
one  thing,  too  much  of  the  family 
stock  has  been  sold  b\'  family  mem- 
bers like  Mrs.  Charles  Robertson 
who  were  disillusioned  by  A&P's 
ten-year  record  of  no  earnings 
growth  and  declining  market  share. 
For  another,  A&P  executives  ap- 
parentK'  can  vote  the  Foundation's 
slock.  x\nd  besides.  Hunt's  own  busi- 
ness fiascos  hardly  lend  credibility 
to  his  criticism.  Management,  ap- 
parently feeling  secure,  flatly  re- 
fused to  comment  on  any  of  Hun- 
tington Hartford's  attacks.   ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these 
securities.  The  offering  is  made  only  by  the  Prospectus.  Neither  the  Attorney  General  of  the 
State  of  New  York  nor  the  Attorney  General  of  the  State  of  New  Jersey  nor  the  Bureau  of 
Securities  of  the  State  of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  this  offering. 


NEW  ISSUE 


March  5,  1971 


2,000,000  Units 

Gulf  Mortgage  and  Realty  Investments 

2,000,000  Shares  of  Beneficial  Interest 

(without  par  value) 

With  Warrants  to  Purchase 
2,000,000  Additional  Shares  of  Beneficial  Interest 


These  securities  are  ofTered  only  in  Units,  each  consisting  of  one  Share  of  Beneficial  Interest 
and  one  Warrant,  each  Warrant  entitling  the  holder  to  purchase  one  additional  Share  of 
Beneficial  Interest  at  a  price  of  $20  per  share,  as  more  fully  described  in  the  Prospectus. 


Price  $20  per  Unit 


Copies  of  the  Prospectus  may  he  obtained  from  such  of  the 
undersigned  as  may  lawfully  offer  these  securities  in  this  State. 


Goldman,  Sachs  &  Co.  Reynolds  &  Co.  Shearson,  Hammill  &  Co. 

Incorporated 

Blyth  &  Co.,  Inc.  Drexel  Firestone  duPont  Glore  Forgan 

Inrurporated  Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.  Equitable  Securities,  Morton  &  Co. 

IncorDoratrd  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes    Kidder,  Peabody  &  Co.    Lehman  Brothers 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co. 

Incorporated  Incorporated 

Stone  &  Webster  Securities  Corporation       Wertheim  &  Co.       Dean  Witter  &  Co. 

Paribas  Corporation 


Incorporated 


Faces  Behind  the  Figures 


Behring  of  Behring  Corp. 


Going  for  Broke 

For  a  man  with  more  ambition 
than  means,  the  great  thing  about 
a  glamorous  business  is  that  it  en- 
ables him  to  raise  capital  at  low 
cost.  Take  fomier  used  car  sales- 
man Ken  Behring,  now  head  of  Ft. 
Lauderdale's  (Fla.)  Behring  Corp., 
a  maker  of  modular  homes.  After 
National  Gypsum  pulled  out  of  a 
proposed  merger  as  committing  it 
to  too  much  expansion,  Behring 
was  able  to  capitalize  on  Wall 
Street's  modular  fever  in  1970  and 
sell  the  public  17%  of  his  12-year- 
old  company  for  $11.8  million.  A 
healthy  sum  indeed  for  a  company 
with  1970  profits  of  $2.9  million 
on  revenues  of  about  $50  million. 


Unlike  some  men  who  have 
taken  their  companies  public, 
Behring  put  the  proceeds  into  the 
company,  not  his  own  pocket. 
The  company  sank  the  $11.8  mil- 
lion into  a  330,000-square-foot 
housing  factory,  which  is  larger 
than  anything  so  far  constracted 
by  Boise  Cascade,  ITT's  Levitt  & 
Sons,  Hercules  or  any  of  the  big- 
gies in  the  modular  game. 

"This  is  going  to  take  more  mon- 
ey than  people  think,"  says  Behring, 
who  is  planning  to  start  a  second 
factoiy  this  year.  "By  1975  the 
successful  modular  builders  will 
each  have  around  $100  million  in- 
vested. With  anything  less,  a  com- 
pany will  lack  the  factories  to  meet 
peak     demand     as     homebuilding 


shifts  to  the  factory  from  the  field." 
The  42-year-old  builder  got 
started  by  accident,  when  he  tried 
to  retire  at  age  26,  after  making  a 
small  fortune  selling  cars  in  Wis- 
consin. A  passerby  offered  him 
$46",000  for  a  $30,000  home  he  was 
building  for  his  family  in  Florida. 
,  Soon  he  was  a  pro  with  a  new 
idea.  Others  built  costly  highrise 
units;  he  put  up  $9,000  to  $13,000 
homes  for  retired  workingmen. 

This  year  the  company  hopes  to 
sell  some  3,000  houses  and  earn 
about  $5  million  on  revenues  of 
$70  million.  But  what  interests  him 
more  is  that  roughly  50%  of  those 
houses  will  be  factory  built.  True, 
assembly-line  homes  still  cost  a  lit- 
tle more  than  on-site  building,  but 
Behring  thinks  rising  on-site  wages 
and  better  factory  facilities  will 
change  all  that.  "Some  day,"  he 
predicts,  "this  business  will  be  in 
the  hands  of  ten  companies— the 
housing  manufacturers  of  the 
world." 

In  that  case,  of  comse,  the  giants 
will  long  since  have  moved  in.  The 
risk  Behring  takes  is  that  his  com- 
pany, with  just  $63  million  assets, 
might  well  end  up  out  of  the  mon- 
ey. But  at  least  he's  trying.   ■ 


Second  Childhood? 

"I've  read  so  many  stories  of  how 
I  started  Gerber  Products,"  says 
Chairman  Daniel  F.  Gerber,  72, 
"that  I  don't  know  which  one  to 
believe.   But  the  idea  came  from 


Gerber  of  Gerber  Products 


my  kitchen  when  I  was  preparing 
baby  food  for  my  own  child."  Ger- 
ber's  idea  took  baby  food  out  of  the 
kitchen  and  into  the  groceiy  store 
in  1928,  and  for  decades  Gerber 
Products  has  had  over  50%  of  the 
U.S.  baby  food  market.  With  such 
a  market  share,  who  cared  if  Ger- 
ber was  a  one-product  company? 

Not  Dan  Gerber,  that's  sure. 
Perfectly  true,  Gerber  did  venture 
into  infant's  clothing  with  the  ac- 
quisition of  Knoll  in  1956  and 
Kapart  in  1964,  but  the  gain  was 
minimal:  Kapart  made  its  first  prof- 
it only  last  year.  In  the  early  Six- 
ties, however,  the  birthrate  began 
declining,  and  by  late  1964  the  im- 
pact had  begun  to  show  up  in 
Gerber's  big  baby  market.  Between 
1964  and  1968,  Gerber's  sales  rose 
only  4%,  and  earnings  stagnated 
between  $1.70  and  $1.90  a  .share. 

By  1968,  with  Gerber  stock  off 
nearly  50%  from  its  1965  high,  Dan 
Gerber  fiiialh'  began  to  move  into 
other  things,  though  hardly  at  any 
breakneck  pace.  As  a  start,  he 
formed  Gerber  Life  Insurance  to 
pro\'ide  term  insurance  for  young 
parents,   a  venture   he   hopes   will 


finally  make  money  this  year.  Eigh- 
teen months  later,  he  acquired 
Hankscraft  (baby  accessories  and 
toiletries) ,  and  last  December  a  day 
care  center.  "We  hope  to  learn  how 
day  care  centers  should  be  oper- 
ated," Gerber  says,  "then  we'll  de- 
cide where  to  go  from  there.  We 
don't  want  to  make  acquisitions  un- 
less they're  compatible  with  our 
present  operations,  the  infant  and 
young  child  market." 

So  far,  Dan  Gerber  has  no  cause 
for  complaints.  Since  1968  the 
birthrate  has  begun  inching  up 
again,  and  with  10%  of  its  sales 
now  outside  the  baby  food  busi- 
ness, Gerber's  sales  spmted  a  good 
30%  with  the  Hankscraft  acquisi- 
tion. Earnings  were  up  10%  for  the 
shaipest  increase  in  seven  years  to 
the  highest  level  ever.  Dan  Gerber 
concedes  that  baby  food  is  growing 
at  only  4%  to  6%  a  year  these  days, 
but  with  his  diversification  he  hopes 
to  do  better  than  that.  Even  so,  last 
year's  earnings  record  represented 
only  a  5%  gain  over  1967.  Maybe 
Dan  Gerber  should  have  worried 
earlier  about  his  one-product  de- 
pendence. ■ 
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EARNINGS  INCREASED  14TH  CONSECUTIVE  YEAR 


YEAR 

Net 

Sales 

(thousands) 

Net 
Income  (1) 
(thousands) 

Depreciation 

and 

Amortization 

(thousands) 

Net  Income 

to 

Net  Sales 

(percent) 

Net  Income  to 

Shareholder's 

Equity 

(percent) 

Net 

Income 

Per 

Shared)  (2) 

Dividends 

Per 
Share  (2) 

1970 

$69,393 

$7,246 

$2,986 

10.4 

19.6 

$1.53 

$.25 

1969 

67,574 

6,861 

2,294 

10.2 

23.0 

1.45 

.21 

1968 

62,843 

6,567 

2,491 

10.4 

25.7 

1.39 

.19 

1967 

49,301 

5,503 

2,097 

11.2 

26.0 

1.17 

.17 

1966 

42,962 

5,268 

1,265 

12.3 

31.7 

1.12 

.15 

1965 

34,044 

4,445 

837 

13.1 

34.6 

.95 

.13 

1964 

25,785 

3,270 

690 

12.7 

33.6 

.75 

.11 

1963 

20,731 

2,408 

479 

11.6 

31.5 

.56 

.10 

1962 

16,246 

1,827 

464 

11.2 

30.7 

.43 

.05 

1961 

11,110 

1,028 

358 

9.3 

20.3 

.24 

.03 

(1)  Excluding  eiliaordinary  gam.  net.  ot  }2SO.000  or  \    05  pei  share  in  1969 

(2)  After  giving  effect  to  S0%  stock  distributions  in  October,  1968  and  December,  1967  and  a  100%  slock  distribution  in  June,  1963. 

(3)  Results,  except  as  to  dividends  per  shar»,  tiave  been  restated  to  include  companies  acquired  on  a  pooling  ol  interests  basis. 


We  are  pleased  to  report  another  year  in  which 
Masco  establisheci  new  records  in  sales  and 
earnings.  This  marks  the  twelfth  consecutive  year 
of  increased  sales,  with  earnings  increasing  for  the 
fourteenth  consecutive  year. 

Masco  is  a  manufacturer  of  single  handle  faucets, 
environmental  and  other  products  for  the  home 
and  cold  extruded  and  other  precision  industrial 
components  for  industry.  It  is  our  philosophy  to 
provide  greater  returns  to  our  shareholders  by  pro- 
viding superior  value  to  our  customers  in  markets 
with  above  average  potential  in  sales  and  profits. 

Although  we  are  not  satisfied  with  our  growth  in 
1970,  last  year's  record  is  gratifying  because  it 
came  in  a  period  during  which  the  trend  of  business 
throughout  the  country  was  markedly  down.  Our 
ability  to  sustain  our  growth  record  in  the  face  of  a 
declining  economy  is  attributable  in  great  measure 
to  our  continuing  commitment  to  excellence,  to 
value  and  to  the  establishment  of  leadership 
positions  in  growing  markets. 


During  the  last  decade  our  sales  increased  ap- 
proximately seven  times  and  net  income  ten  times. 
Although  our  growth  rate  for  sales  and  earnings 
moderated  in  1  970,  our  ten-year  record,  we  believe, 
is  well  above  average.  Sales  and  earnings  have 
grown  at  a  compounded  rate  of  23  per  cent  for 
sales  and  27  per  cent  in  earnings. 

We  have  witnessed  in  the  past  months  a  resumption 
by  the  Federal  Government  of  a  stimulative  mone- 
tary and  fiscal  policy  designed  to  ease  credit 
conditions  and  insure  real  growth  in  our  economy. 
This  policy  is  developing  an  environment  for  this 
year  in  which  Masco  should  enjoy  above-average 
growth  and,  once  again,  achieve  record  sales 
and  earnings. 


Richard  Manoogian 
President 


You  are  invited  to  write  for  our  annual  report  to  the  Masco  Corporation, 
21001  Van  Born  Road,  Taylor,  Michigan  48180. 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


March  3, 1971 


$200,000,000 


Phillips  Petroleum  Company 


1%%  Debentures  Due  2001 


Price  99.50% 

plus  accrued  interest  from  March  15, 1971 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  suck  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Dillon,  Read  &  Co.  Inc. 


Lazard  Freres  &  Co. 


Eastman  Dillon,  Union  Securities  &  Co. 

Incomorated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

locorporaied 


Kuhn,  Loeb  &  Co. 
Salomon  Brothers 


Blyth&Co.,Inc. 


Drexel  Firestone 

Incorporated 


duPont  Glore  Forgan 

Incorporated 


Halsey,  Stuart  &  Co.  Inc. 


Hornblower  &  Weeks-Hemphill,  Noyes 


Loeb,  Rhoades  &  Co. 


Paine,  Webber,  Jackson  &  Curtis  Stone  &  Webster  Securities  Corporation         Wertheim  &  Co. 

Incorporated 


White,  Weld  &  Co. 


Dean  Witter  &  Co. 

Incorporated 


Bache  &  Co, 

lacorporated 


Faces  Behind  the  Figures 


Phillipi  of  International  Multifoods 


New  Stage  for  Action 

The  reason  that  William  G.  Phil- 
lips is  now  contemplating  the  fu- 
ture so  optimistically  at  Minne- 
apolis-based International  Multi- 
foods  Corp.  really  goes  back  to  a 
mid-Sixties  move  by  a  Texas  in- 
surance tycoon  that  at  the  time  in- 
volved three  other  companies.  In 
1967  Troy  Post  of  Dallas-based 
Greatamerica  Corp.  began  making 
acquisition  noises  at  Glidden  Co. 
of  Cleveland,  Ohio,  a  not-so-strong 
paint  and  chemicals  concern  that 
also  had  a  good  specialty  food  op- 
eration (Durkee).  To  avoid  the 
likelihood  of  an  eventual  takeover 
by  Post  and  Greatamerica,  Glidden 
huniedly  arranged,  in  mid-1967, 
a  marriage  of  convenience  with 
SCM  Coip. 

But  the  change  was  somewhat 
less  than  welcome  to  Bill  Phillips. 
True,  the  merger  with  Glidden 
boosted  SCM's  sales  and  to  that 
extent  was  a  welcome  addition. 
But  even  as  head  of  the  Gliddcn- 
Durkee  operation,  Phillips  was  still 
only  a  di\isional  boss,  where  once 
he  ran  an  independent  company. 

At  this  point,  enter  Atherton 
Bean  of  the  controlling  Bean  fam- 
ily of  Minneapolis'  International 
Milling  Co.,  who  was  beating  the 
bushes  for  a  new  chief  executive. 
IM  had  done  what  the  textbooks 


say  should  be  done.  As  Atherton 
Bean  puts  it,  "We  knew  all  the 
right  words— become  market-orient- 
ed, diversified  and  so  forth.  We 
got  into  bakeiy  mixes,  eggs,  pickles. 
When  we  finally  did  go  outside  the 
company  to  look  for  a  man,  it  was 
to  find  somebody  who  could  inte- 
grate it  all."  And  it  would  be  hard 
to  find  a  more  suitable  candidate 
than  one  who  was  already  running 
a  food  operation  not  unlike  what 
IM  aspired  to  become. 

Since  taking  over  2*2  years  ago, 
Phillips  has  shaken  up  things  quite 
a  bit  at  IM,  not  least  by  changing 
the  company  name  from  Interna- 
tional Milling  to  International  Mul- 
tifoods.  In  the  process  he  has  lifted 
sales  some  18%,  to  about  $430  mil- 
lion, and  earnings  some  80%,  to 
about  $2.40  a  share  in  the  year 
ended  last  Feb.  28.  At  the  same 
time,  he  has  also  made  consider- 
able headway  in  his  drive  to  raise 
IM  nonflour  volume  from  one-third 
to  two-thirds  of  the  total. 

Phillips  is  well  aware  that  IM 
still  has  a  long  way  to  go,  with  its 
return  on  equity  currently  running 
around  9%  as  compared  with  Pills- 
bury 's  12%  and  General  Mills'  15%. 
And  he  is  properly  cautious  about 
IM's  progress  to  date:  "Remember, 
we  started  from  a  low  base,"  he 
says.  But  the  nicest  part  is  that  he 
is  running  his  own  show.   ■ 


Starr's  Legacy 

Maurice  R.  Greenberc  never  in- 
tended to  be  an  insurance  man. 
Today  he's  president  of  American 
International  Group,  consisting  of 
20  insurance  companies  with  $800 
million  in  assets.  That's  the  public 
part  of  the  old  C.V.  Starr  empire. 
Another  S200  million  or  so  is  pri- 
vate, and  Creenberg  is  effective 
boss  of  that,  too. 

New  York-born  "Hank"  Green- 
berg,  now  46,  recalled  being  "des- 
perate" for  a  job  after  Korean  war 
ser\ice  and  law  school  (N.Y.U.). 
"My  first  child  was  on  the  way. 
I  happened  to  be  passing  down 
William  Street.  So  I  applied  for  a 
job  with  an  insurance  company 
there"— Continental  Casualty.  By 
age  31,  he  was  a  vice  president. 

His    big    opportunity    came    in 
1961.  C.V.  Starr,  then  in  his  60s, 
did    a    big,    profitable    insurance ' 
business  overseas,  but  a  small,  un- 
profitable one  at  home.  So  he  lured 


Greenberg  over  from  Continental 
to  bolster  the  domestic  operation, 
and  gave  him  tiny,  ailing  Ameri- 
can Home  Assurance  to  turn 
around.    By   building  up  commer- 

Greenberg  of 
American  International  Group 
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cial  coverages  and  mass  marketing, 
Greenberg  multiplied  the  company's 
premium  income  tenfold  in  the 
past  ten  years. 

Starr  tossed  bigger  and  bigger 
assignments  to  Greenberg,  who 
made  his  mark  dreaming  up  un- 
usual coverages— for  example,  war 
ri.sks  and  excess  lines  on  oil  wells. 
"I  convinced  Starr  that  the  domes- 
tic business  could  be  made  profit- 
able," he  says.  "And  today,  it  ac- 
counts for  roughly  55%  of  our 
earnings."  Pretax,  AIG's  earnings 
have  been  growing  26%  a  year. 

Starr,  who  died  in  1968  and  left 
no  heirs,  made  his  own  top  man- 
agement the  owners  of  his  empire. 
Through  a  Bermuda  holding  com- 
pany that  controls  150  Starr  com- 
panies around  the  world,  they  also 
hold  64%  of  AIG.  So  Greenberg, 
strictly  speaking,  is  only  first  among 
peers  in  the  organization.  But  Starr 
handpicked  him  to  run  it.  So  in  a 
sense,  he's  the  heir  that  Starr  nev- 
er had.   ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer 
to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


March  12, 1971 


553,700  Shares 


uave  shoe  coroora 


tion 


Common  Stock 

(Par  Value  $.01) 


Price  $22.50  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the 
undersigned  as  may  lawfully  offer  these  securities  in  this  State. 


Reynolds  &  Co. 
duPont  Glore  Forgan  Eastman  Dillon,  Union  Securities  &  Co. 

IncorDorated  Incorporated 

Homblower&Weeks-Hemphill.NoYes  Paine,Webber,  Jackson  &  Curtis  Bache&Co. 

Incorporated  Incorporated 

CBWL-Hayden,  Stone  Inc.  Clark,  Dodge  &  Co.  Dominick  &  Dominick, 

Incorporated  Incorporated 

Hanis,  Upham  &  Co.  E.  F.  Hutton  &  Company  Inc.  W.  E.  Hutton  &  Co. 

Incorporated 

Shearson,  Hammill  &  Co.  Shields  &  Company  Walston  &  Co.,  Inc. 

Incorporated  Incorporated 

Thomson  &  McKinnon  Auchincloss  Inc.  Butcher  &  Sherrerd   Weis,  Voisin  &  Co.,  Inc. 
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Production 

•  How  much  are  we  producing?  (Federal  Re- 
set/e  Board  Index  of  industrial  Production) 

•  What  volume  of  fiard  goods  are  we  ordering'' 
(Dept  ol  Commerce  latest  three  monttis  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building^  (Dept.  oi 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  mucfi  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  wfiat  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  ctiange  in  con- 
sumer mstaltment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 
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JUNE  125.8 

JULY  127.2 
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•  How  mucfi  are  workers  earning?  (Dept.  of  | 
Commerce  personal  income,  wage  and  salary  t 
disbursements)  4 

•  How  many  people  have  been  laid  off?  (U.  S.  j 
Dept.  ol  Labor  initial  unemployment  claims)    i 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Disbelief 


Stock  prices,  as  mea.sured  by  the 
Dow  Jones  industrials,  have  gone  up 
some  45?  in  the  past  ten  months. 
Even  conceding  that  at  a  bear-market 
bottom  prices  usually  are  unduly  de- 
pressed, it  is  difficult  to  reconcile  pres- 
ent stock  valuations  with  conditions 
as  they  actually  are.  The  stock  market, 
of  course,  discounts  the  future,  but 
there  comes  a  point  when  you  begin 
to  wonder  how  good  this  future  is 
likely  to  be  and  when  the  future  will 
become  the  present. 

The  Federal  Reserve  has  been 
pimping  money  into  the  banking  sys- 
tem for  well  over  a  year.  The  intended 
result  of  easing  credit  conditions  was 
to  stimulate  a  slumping  economy  and, 
eventually,  to  restore  full  employment. 
So  far,  however,  the  main  result  has 
been  a  decline  in  money-  rates  of  dra- 
matic proportions.  The  yield  on  90- 
day  Treasury  bills  has  come  down 
from  over  8f  last  spring  to  3.3%  at 
present.  Banks  are  now  searching  for 
borrowers  instead  of  turning  them 
away.  The  money  is  there  to  finance 
an  expanding  economy,  but  no  one 
seems  to  need  it.  An  acceleration  of 
the  increase  in  the  money  supply,  as 

Mr.  Blel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


suggested  by  some  economists,  would 
seem  to  serve  no  beneficial  purpose. 
It  would  merely  depress  money 
rates  further  and  aggravate  the  out- 
How  of  dollars  to  Europe.  We  have  led 
the  horse  to  the  water,  but  the  beast 
just  won't  drink. 

The  prophesies  of  an  impending  re- 
covery have  been  grossly  premature, 
to  say  the  least.  No  one  seems  to  know 
what  went  wrong.  Why  doesn't  the 
consumer  buy  more?  Statistically,  we 
know  that  he  needs  all  sorts  of  things. 
What's  trouliling  him?  We  are  learn- 
ing once  again  that  "managing"  an 
economy  is  darn  difficult,  and  that  the 
effectiveness  of  economic  policies  is 
unpredictable,  certainly  as  far  as  the 
time  element  is  concerned. 

Those  of  us  who  are  concerned 
with  the  stock  market  look  at  present 
prices  with  disbelief.  It  is  not  surpris- 
ing that  such  disbelief  is  beginning  to 
turn  into  distrust.  Could  this  conceiv- 
ably be  a  replay  of  the  great  50%  rally 
of  the  first  half  of  1930  that  ended  in 
a  nightmare? 

.  At  present  all  signals  are  green.  The 
market's  technical  condition  appears 
to  be  sound.  Leadership  is  excellent. 
Speculation  is  not  excessive.  First- 
quarter  earnings  reports  will  be  un- 


even, but  the  majority  of  companies 
expect  a  significant  earnings  gain  for 
the  full  year.  So,  why  the  apprehen- 
sion, the  disbelief,  the  distrust? 

The  answer,  it  seems  to  me,  is  the 
deterioration  in  the  so-called  risk/ re- 
ward ratio.  It  has  become  very  diffi- 
cult to  find  investment-grade  stocks 
whose  further  appreciation  potential 
is  materially  greater  than  the  down- 
side risk.  What  can  one  look  forward 
to  when  .so  many  desirable  stocks  al- 
ready .sell  at  40  to  60  times  earnings? 

Furthermore,  the  steep  rise  in  stock 
prices  during  the  past  several  months 
has  been  fueled  by  the  availability  of 
large  amounts  of  surplus  funds.  If 
present  efforts  to  rekindle  the  economy 
should  succeed,  as  I  believe  they  will 
before  long,  these  surplus  funds  may 
leave  the  stock  market  and  be  ab- 
sorbed by  the  expansion  of  commerce 
and  industry.  The  Federal  Reserve, 
obviously  concerned  about  the  danger 
of  reviving  monetary  inflation,  is  un- 
likely to  relinquish  the  reins  over 
credit.  It  will  be  adequately  available, 
but  also  tight  enough  to  prevent  a 
runaway  stock  market  boom.  All  this 
is  not  sufficient  reason  to  become  bear- 
ish at  this  juncture,  but  exuberance 
and  expectations  of  further  substantial 
advances  over  the  intermediate  future, 
i.e.,  the  next  several  months,  should  be 
tempered  by  a  realistic  appraisal  of 
prevailing  conditions. 

General  Motors  ( 84 )  is  certainly  no 
glamour  stock.  While  the  company  has 
grown  in  size,  it  has  not  been  able  to 
surpass  its  1965  earnings  peak  of  $7.41 
a  share.  In  that  year  the  stock  sold  as 
high  as  113^.  Last  year's  strike  was 
an  unmitigated  disaster,  of  course,  but 
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1971  look.s  good  and  could  be  very 
good;  and  that  goes  for  1972,  too.  1 
believe  GM  will  be  a  "comfortable" 
.stock,  suitable  for  those  investors  who 
cannot  (or  think  that  diey  cannot)  af- 
ford to  buy  an  IBM,  Johnson  &  John- 
son, Avon  or  Disney.  GM's  risk/ reward 
ratio  is  still  favorable,  in  my  opinion, 
and  if  a  25%  to  30%  upside  potential 
satisfies  your  ambitions,  this  is  a  stock 
fov  you.  Earnings  may  recover  to  the 
$6-a-share  area  this  year,  and  the 
$3.40  regular  dividend  is  likely  to  be 
supplemented  by  an  extra  payment. 
It  is  an  interesting  commentary  on 
the  effectiveness  of  the  Surgeon  Gen- 
eral's scare  propaganda  that  all  ciga- 
rette stocks,  including  Loews  (Loril- 
lard)  are  "hot"  with  an  excellent  pros- 
pect of  rising  profits.  Not  wishing  to 
contradict  the  Surgeon  General  or  of- 
fend any  readers,  this  inveterate  cig- 
arette smoker  will  refrain  from  making 
a  recommendation. 

No  Glamour,  but  Good  Value 

The  small  loan  companies,  viz. 
Household  Finance  (50)  and  Beneficial 
Corp.  (59),  usually  charge  their  cus- 
tomers the  maximum  permissible  in- 
terest rate.  Last  year  this  margin  was 
squeezed  by  their  own  very  high  bor- 
rowing costs.  This  year  they  will  en- 
joy the  reversal,  and  significant  earn- 
ings gains  should  result.  It  is  estimated 
that  Household  Finance  may  earn  as 
much  as  $2.85  a  share  vs.  $2.52  last 
year,  and  Beneficial  $4.10  against 
$3.70  (botli  on  a  fully  diluted  basis). 
The  two  companies  have  diversified 
considerably  in  recent  years.  Per-sliare 
earnings  have  shown  annual  increases 
for  over  a  decade.  The  two  stocks,  al- 
thougli  selling  at  or  close  to  their  all- 
time  highs,  are  attractive  for  their 
continued  long-term  growth  prospects. 

For  most  retailers  1970  was  not  a 
particularly  good  year,  and  even  the 
biggest  and  the  best  reported  either 
declines  or  only  modest  profit  gains. 
].W.  Mays  (28),  which  operates  .seven 
department  stores  in  the  New  York 
metropolitan  area,  is  a  noteworthy  ex- 
ception, laming  the  six-month  period 
from  August  to  January,  covering 
what  presumably  was  the  low  point  of 
the  recession,  per-share  earnings  rose 
to  $1.25,  up  from  $1.13  for  the  same 
period  a  Near  earlier.  For  the  current 
fiscal  year  ending  July  31,  net  income 
mav  be  in  the  neighborhood  of  $1.90- 
$2'iw.  $1.72,  $1.51,  $1.19  and  90 
cents  for  the  four  preceding  years. 
'I'liis  is  an  exceptionally  fine  record. 
Modest  casli  payments  have  been 
supplemented  by  occasional  stock  div- 
idends. Mays  should  appeal  to  aggres- 
sive in\'estors.   ■ 
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Mr.  Hooper  is  traveling  on  hu.siness. 
His  column  will  be  in  the  next  issue. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Reaction  Risks 


Ix  Forbes  for  Feb.  15,  with  the  Dow 
around  890,  I  \oiced  the  view  that  the 
bull  market  was  "well  overdue  for 
correction  and  consolidation,"  in  part 
because  it  would  probably  be  still 
quite  some  time  before  the  uptrend 
could  draw  nourishment  from  decid- 
edly encouraging  business  statistics 
and  earnings  statements.  In  the  Mar. 
1  issue,  I  pointed  to  straws-in-the-wind 
which  suggested  that  a  slowdown  in 
the  bull  market's  rate  of  climb  should 
soon  be  taking  place  and  that  this  de- 
celeration might  have  to  be  accom- 
plished, eventually,  either  by  a  wide 
reaction  or  by  an  uncommonly  pro- 
longed phase  of  trading-range  consol- 
idation. It  seemed  to  me  then  that  re- 
action risks  might  be  nearer  to  1%  to 
10%  for  the  Dow  than  A%  to  5%,  which 
at  the  time  was— and  probably  still  is 
—a  widely  shared  expectancy. 

I  must  now  report  that  the  past 
month's  events  have  produced  no  de- 
\elopments  that  would  make  me  want 
to  take  a  more  aggressiveK  bullish  at- 
titude for  the  intennediate  teim.  To 
be  sure,  the  Dow  has  since  pushed 
through  900,  and  I  still  believe  the 
bull  market  is  far  from  over  and  has  a 
good  chance  ot  enduring  at  least  well 
into  1972.  But  a  change  of  pace  in 
this  broad  uptrend  not  only  remains 
called  for,  it  seems  to  have  begun,  in 
retrospect,  as  far  back  as  early  Febru- 
ary. From  mid-i\ovember  until  then, 
the  Dow  had  advanced  almost  18%, 
or  at  an  annual  rate  exceeding  85%; 
by  mid-.\Iarch,  with  the  Dow  near 
910,  the  rate  of  gain  had  slowed  to  less 
than  70%  annually;  and  for  the  three 
weeks  following  February's  brief  mi- 
nor reaction,  the  annual  rate  of  gain 
\*'as  down  to  little  more  than  30%. 
But  even  these  more  moderate  rates 
were  far  steeper  than  the  average 
long-term  uptrend  and  could  not  be 
expected  to  persist  much  longer. 

Not  very  surprisingly,  the  change 
of  pace  became  apparent  as  the  Dow 
pushed  toward  and  beyond  900,  the 
lower  edge  of  a  large  top-reversal 
structure  from  which  the  big  1969-70 
bear  market  emerged  and  where,  ac- 
cordingly, the  technician  would  nor- 
mally expect  mounting  "resistance" 
from  potential  supplies  of  stock  still 
in   the   hands   of   investors   who   had 

Mr.  Schuiz  is  a  partner  in  the  New  Yorl<  Stock  Ex- 
change firm  of  Abraham  &  Co. 


failed  to  sell  before  the  bear  market 
got  under  way. 

Stiffening  resistance  to  further  gains 
could  now  be  logically  expected  on 
nontechnical  grounds,  too.  While 
Dow  900  might  represent  fair  value 
for  the  industrials'  likely  1971  "per 
share"  earnings  (roughly  S57-$60),  it 
may  not  be  cheap  enough  to  invite 
aggressive  demand  except  from  in- 
vestors willing  to  anticipate  the  still 
higher  earnings  presumably  due  in 
1972  (at  least  nine  to  12  months 
hence).  Even  with  today's  sharply 
lower  short-tenn  interest  rates,  which 
could  justify  a  pretty  liberal  average 
price/earnings  ratio,  this  strikes  me 
as  a  vulnerably  long  advance  dis- 
count, especially  after  the  big  ad- 
vance in  stock  prices  since  the  bear 
market  ended  around  Dow  630  in  late 
May  1970.  Besides,  long-term  interest 
rates  have  remained  competitively 
high  by  comparison  with  dividend 
yields  and  may  not  decline  signif- 
icantly in  the  months  ahead,  whereas 
short-term  interest  rates  have  prob- 
ably hit  bottom  and  might  well  rise 
somewhat  from  here  on  in. 

Watch  for  an  Earnings  Trend 

If,  accordingly,  fixed-income  yields 
are  unlikely  to  support  higher  valua- 
tions of  common  stock  earnings,  fur- 
ther substantial  gains  in  the  average 
stock  price  level  may  have  to  wait  un- 
til corporate  earnings  begin  to  display 
a  well-sustained  uptrend— which  may 
not  be  until  late  this  year.  True,  first- 
quarter  results  should  show  a  good 
recovery  from  197()'s  strike-  and  re- 
cession-bound fourth  quarter,  but  sec- 
ond-quarter gains  are  likely  to  be  less 
vigorous,  and  the  third  quarter  could 
yield  a  quarter-to-quarter  drop  (sea- 
sonally adjusted). 

In  this  setting,  I  am  uncomfortably 
aware  of  the  fact  that  the  bull  market 
has  already  racked  up  a  gain  ap- 
proaching 300  Dow  points,  or  more 
than  half  its  technically  indicated 
scope  (from  630  to  somewhere  be- 
tween 1000  and  1100).  If  it  is  thus 
indeed  past  the  halfway  mark,  inves- 
tors might  more  realistically  think  in 
terms  of  intermediate-trend  (7%-10% 
•DJl)  than  minor-trend  (4%-5%)  re- 
action risks,  even  though  the  bull 
market  is  still  young  by  post-World 
War  II  standards.  ■ 
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add  6%  sales  tax;  N.Y.  State  add  applicable  tax,) 


HOW  MANY 

MILLIONAIRES 

ARE  THERE  IN  THE 
UNITED  STATES? 
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STOCK  TRENDS 

By  Charles  Bolo 


The  Confident  Bulls 


For  a  number  of  weeks  the  invest- 
ment scene  has  presented  an  intrigu- 
ing paradox.  Practically  everyone  (in- 
cluding leading  money  managers)  has 
been  saying  the  market  has  moved 
too  far  too  soon  and  an  honest-to- 
goodness  correction  must  be  in  the 
oflBng.  Notwithstanding  this  cautionary 
consensus,  stocks  have  been  bought 
aggressively  and  speculative  interest 
has  been  on  the  rise. 

Obviously,  there's  a  contradiction 
between  what  investors  have  been 
saying  and  what  they  have  been 
doing.  If  they  had  acted  on  the  as- 
sumption that  a  reaction  was  immi- 
nent, selling  pressures  would  have 
mounted;  and  the  reaction  (which, 
at  this  writing,  has  not  yet  material- 
ized) would  have  taken  place. 

One  is  forced  to  conclude  that  a 
majority  of  institutional  investors 
(who  are  the  dominant  force  on  the 
marketplace)  do  not  in  fact  believe 
that  the  market  will  backtrack  sig- 
nificantly. Their  behavior  suggests 
that  they  expect  any  reactions  which 
occur  to  be  shallow  and  shortlived. 
The  hypothesis  I  am  leading  up  to  is 
this:  Notwithstanding  pronounce- 
ments that  the  market  has  surged  too 
high  too  quickly,  disbelief  that  the 
Administration's  economic  goals  for 
1971  are  reachable,  and  doubts  about 
the  vigor  of  corporate  profits  in  the 
first  and  second  quarters,  the  under- 
lying market  psychology  has  appar- 
ently discounted  these  negative  fac- 
tors. It  appears  decidedly  bullish. 

A  Cruc/a/  Test 

What  is  the  basis  for  this  below- 
the-surface  optimism?  The  answer,  I 
believe,  is  that  many  professional  in- 
vestors have  already  dismissed  1971 
as  a  year  of  transition:  Their  thoughts 
are  fixed  on  1972.  The  operative  as- 
sumption is  that  a  moderate  pickup 
in  the  economy  and  in  corporate  prof- 
its this  year— more  evident  in  the  sec- 
ond half  than  in  the  first— will  be  the 
prelude  to  a  real  upsurge  in  1972. 

If  I  am  right  in  suggesting  that 
this  viewpoint  is  setting  the  tone  of 
the  marketplace,  it  follows  that  stock 
prices  could  sustain  an  upward  bias 
without  much  near-term  help  from 
the  news.  However,  the  third  quarter 
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could  be  a  crucial  testing  period.  If 
by  that  time  developments  are  not 
'sufficiently  encouraging  to  support  the 
rosy  expectations  for  1972,  the  ra- 
tionale of  the  bull  market  would  be- 
gin to  look  tenuous. 

Meanwhile,  the  market  remains 
technically  in  a  major  uptrend,  and 
I'm  prepared  to  live  with  the  risks  of 
staying  fully  invested.  Admittedly, 
many  sectors  look  fairly  fully  priced, 
and  the  problem  of  stock  selection  is 
many  times  as  tough  as  it  was  a  scant 
three  months  ago.  Here  are  some  is- 
sues that  appear  interesting  to  me. 

In  the  field  of  educational  publish- 
ing, Addison-Wesley  (OTC,  16  bid) 
may  well  be  a  neglected  situation.  In 
fiscal  1970  (ended  Nov.  30),  its  sales 
were  about  $30  million,  up  20%,  and 
operating  earnings  rose  to  89  cents  a 
share  vs.  57  cents  in  fiscal  1969.  This 
was  a  noteworthy  performance  in  a 
rough  year  for  the  industry. 

Addison-Wesley's  forte  lias  been  in 
mathematics,  and  it  has  entered  fiscal 
1971  with  updated  editions  of  most 
of  its  basic  mathematics  materials. 
The  company  has  a  strong  position  in 
the  college  market,  and  its  internation- 
al group  (25%  of  total  sales)  is  in  a 
phase  of  rapid  expansion.  In  the  cur- 
rent fiscal  >ear,  earnings  could  rise  to 
around  $1  per  share,  and  the  pros- 
pects for  continued  growth  look  prom- 
ising. At  17  times  estimated  earnings 
—a  lower  tlian  average  multiple  in  the 
textbook  group— the  stock  appears  to 
have  worthwhile  possibilities. 

The  historically  high  growth  rate 
of  the  drug  industry  may  not  be  fulh 
sustainable  in  the  years  aliead.  Some 
of  the  reasons  are  patent  expiration, 
diversification  into  slower  growing 
areas  {e.g.,  chemicals)  and  FDA  rul- 
ings on  drug  efficacy,  which  not  only 
cause  loss  of  sales  but  divert  research 
funds  from  new  product  development 
to  validating  the  efficacy  of  existing 
drugs.  Even  so,  the  drug  industry 
should  be  able  to  sustain  a  relatively 
strong  rate  of  growth,  and  some  of  the 
more  conservatively  valued  issues  in 
the  group  merit  consideration  for 
growth-oriented  portfolios.  Among 
them  are  A.H.  Robins  (31),  Ricliard- 
son-Merrell  (63)  and  Morton-Nonvicli 
Products  (39). 

Over  the  past  five  years,  the  earn- 
ings of  A.H.  Robins  have  increased  ai 
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j  an     annuall\-     compounded     rate     of 
10.5?.  While  1970  results  were  up  a 
I  modest  4'^,  a  firming  in  the  consumer 
I  products    area   and    continued   strong 
'  growth  abroad  could  raise  1971  earn- 
ings to  around  SI. 40  per  share   {vs. 
$r.24).  The  stock  is  selling  30%  below 
I  its  all-time  high,  hit  in  1969,  and  the 
multiple  of  22  is  somewhat  below  av- 
erage for  leading  drug  equities. 

Richardson-Merrell    is    well    estab- 
lished  in   the  rapidly  expanding  for- 
eign market,  and  it  recently  acquired 
a  Sie-million  position  in  toiletries  and 
feminine   hygiene.    Earnings    in   fiscal 
,  1971   (June  30)  could  be  in  the  area 
1  of  S2.90   per  share,   up   from   $2.71, 
'  and  a   larger  percentage   gain  seems 
feasible    in    fiscal    1972,    assuming    a 
stronger  econom> . 

A  Quality  issue 
While  Morton-Norwich  Products 
derives  only  25%  of  its  sales  from 
drugs  and  cosmetics,  56%  of  its  earn- 
ings come  from  this  source.  Other 
areas  of  business  include  food  and 
household  products,  and  salt  for 
household  and  industrial  use  and  ice 
control.  Among  the  company's  well- 
known  brand  names  are  Pepto-Bismol, 
Ungtientine,  Simoniz,  Fantastik  and 
Morton  salt.  In  1970,  Morton-Nor- 
wich was  one  of  the  prime  companies 
granted  appro\al  for  marketing  levo- 
dopa,  used  in  the  treatment  of  Parkin- 
son's disease.  In  the  fiscal  year  end- 
ing June  30,  net  per  share  might  be 
around   $2,   up   from   $1.82   in    fiscal 

1970  and  $1.62  in  fiscal  1969.  MNP 
is  a  cjuaiity  issue  with  a  reasonable 
multiple  and,  in  my  opinion,  respect- 
able growth  prospects. 

For  a  more  speculati\e  standpoint, 
I  am  intrigued  by  GRl  Corp.  (32), 
which  specializes  in  computerized 
mail-order  selling  of  cosmetics.  For 
an  introductorv  membership  fee  of 
$1,  GRI's  "World  of  Beauty  Club"  of- 
fers a  beauty  kit  consisting  of  ten  as- 
sorted products  from  well-known 
manufacturers.  Subsequently,  club 
members  receive  new  and  different 
beauty  kits  every  two  months  at  a 
cost  of  $4.98  (plus  postage).  Each  kit 
is  guaranteed  to  have  a  minimum  re- 
tail value  of  $10.  Membership  in  the 
World  of  Beauty  Club  has  grown 
rapidly,  and  now  stands  at  500,000. 

GRI's  sales  have  expanded  from 
under  $5  million  in  1967  to  around 
$18  million  in  1970,  with  per-share 
earnings  rising  uninterruptedly  from 
35  cents  to  $1.19  (fully  diluted).  For 

1971  management  has  projected  earn- 
ings of  $1.50  per  share.  The  stock  has 
had  a  sharp  runup  recently,  but  I'd 
be  willing  to  buy  it  on  a  modest  re- 
action. The  company  has  an  impres- 
sive growth  record  and  favorable 
prospects  for  continued  growth.   ■ 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Encouraging  Prospects 


The  British  Burmah  Oil  Co.  and  Ten- 
neco  are  discussing  a  possible  merger 
between  the  two  corporations.  Ten- 
neco  is  the  ninth  largest  U.S.  oil  com- 
pany, and  while  not  counted  among 
the  giants  of  the  industry,  is  a  large 
company.  Burmah  is  of  similar  size. 
With  the  merger,  the  new  company 
would    be    an   American    corporation. 

While  the  union  has  many  great 
potential  advantages,  the  difficulties 
standing  in  the  way  of  merger  are  also 
great.  The  principal  obstacle  is  that 
Burmah  Oil  owns  26%  of  the  capital 
of  British  Petroleum,  a  company  in 
which  the  British  government  also  has 
approximately  a  50%  interest.  This 
large  an  interest  ending  up  in  the 
hands  of  a  U.S.-based  company  would 
be  a  hard  pill  for  the  British  authori- 
ties to  swallow. 

British  Petroleum  was,  until  about 
18  years  ago,  known  as  Anglo-Iran- 
ian, and  may  once  again  have  to 
change  its  name  in  view  of  its  Alaskan 
interests  and  its  agreement  with  Stan- 
dard Oil  of  Ohio.  Apparently  Burmah 
is  trying  to  arrange  a  deal  whereby 
BP  would  sell  some  of  its  assets  to 
Burmah  in  exchange  for  some  of  Bur- 
mah's  BP  shares.  The  latest  rumor 
from  London  is  that  British  Petroleum 
is  not  particularly  keen  on  this  idea 
and  may  revive  in  some  modified  form 
a  proposal  it  made  some  years  ago  to 
merge  itself  with  Burmah  Oil,  thus 
thwarting  the  Tenneco  proposal. 
Whatever  the  outcome,  Bunnah  Oil 
shares,  at  the  current  price  of  about 
9^4,  should  prove  to  be  an  interesting 
long-term  holding.  British  Petroleum 
itself  appears  to  be  underpriced,  with- 
out full  recognition  being  given  to  its 
Alaskan  discoveries. 

A  V/inner 

Burmah  Oil's  26%  holding  in  Brit- 
ish Petroleum  has  a  market  value  of 
about  $1  billion.  Burmah  also  has  an 
approximately  25%  interest  in  Santos 
Limited  of  Australia.  The  Santos  hold- 
ing is  of  course  small  in  comparison  to 
that  in  BP;  it  is  currently  capitalized 
at  around  $10  million.  But  in  the  next 
few  years  Santos  could  grow  at  a 
much  more  impressive  rate  than  Brit- 
ish Petroleum  and  may  well  prove  to 
be  one  of  Burmah's  major  winners  in 
the  next  decade. 

I  have  frequently  in  the  past  dis- 
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cussed  Santos  and  the  American  cor- 
poration which  is  working  in  close 
partnership  with  it,  Delhi  International 
Oil  Corp.  During  the  last  few  months, 
major,  almost  dramatic,  developments 
have  taken  place  which  will  certainly 
put  these  two  companies  on  the  map. 
They  have  been  supplying  Adelaide, 
Australia,  with  gas  for  a  little  over  a 
year.  Now  the  city  of  Sydney  is  going 
to  get  its  gas  from  these  companies 
and  intends  to  give  them  a  30-year 
contract.  Sydney  is  a  city  of  nearly  3 
million  people,  a  fast-growing  indus- 
trial center  with  rapidly  expanding 
suburbs.  These  two  small  companies 
are  to  receive  the  plum  of  the  Austra- 
lian natural  gas  market,  a  feat  all  the 
more  impressive  when  it  is  remem- 
bered that  two  giants,  Esso  and  Bro- 
ken Hill  Properietary,  were  also  nego- 
tiating to  supply  gas  to  the  largest 
city  of  Australia. 

A  certain  amount  of  development 
work  will  have  to  be  done  in  the  next 
few  months  to  prove  sufficient  reserves 
for  the  contract  to  become  effective. 
However,  this  can  be  considered  a 
routine  matter.  The  Delhi-Santos  inter- 
ests have,  during  the  last  18  months, 
discovered  several  large  gas  fields  in 
addition  to  the  fields  supplying  Adel- 
aide. Only  a  few  development  wells 
will  be  needed  to  prove  there  are 
more  than  adequate  reserves. 

There  are  even  more  favorable  de- 
velopments in  the  works  for  Delhi- 
Santos.  When  last  discussing  these 
two  concerns,  I  mentioned  that  oil 
had  been  discovered  in  a  field  in 
which  Santos  has  a  25%  interest  and 
Delhi  20%.  (The  other  55%  repre- 
sents the  interests  of  companies  to 
whom  this  area  was  farmed  out,  and 
who  were  responsible  for  the  develop- 
ment funds.)  Delhi-Santos  feels  fully 
justified  in  building  an  oil  pipeline 
from  the  fields  to  Adelaide,  where  Mo- 
bil has  a  refinery.  Recently,  many  of 
the  new  gas  fields  discovered  are  rich 
in  condensates.  With  an  oil  pipeline 
already  in  existence,  and  with  the  in- 
creased consumption  of  gas  which  the 
Sydney  contract  guarantees,  it  will 
be  a  very  easy  matter  to  use  a  sep- 
arator to  enable  the  rich  fluids  in  the 
gas  to  be  pumped  and  sold  in  the 
nearby  market. 

Furthermore,  the  latest  field  dis- 
covered,   Moorari,    had    three    pay- 


zones  (producing  sands).  On  the  top, 
over  9  million  cubic  feet  of  gas  flowed, 
with  360  barrels  of  condensate  per 
day;  preliminary  tests  on  the  middle 
level  showed  over  8  million  cubic  feet 
of  gas  with  well  over  400  barrels  of 
condensate;  the  lower  level,  164  bar- 
rels of  oil.  The  probabilities  are  that 
this  sand  can  be  treated  by  a  techni- 
cal-process enabling  a  greater  quantity 
of  oil  to  flow.  This  field  is  about  12 
miles  from  the  original  oil  discovery, 
■  and  apparently  similar  structures  exist 
in  the  immediate  vicinity  where  addi- 
tional oil  may  be  discovered. 

In  the  meantime,  Delhi  has  devel- 
opments outside  of  Australia  in  which, 
of  course,  Santos  is  not  a  partner.  It 
has  filed  a  prospectus  with  the  SEC 
and,  as  soon  as  it's  approved,  will  pro- 
pose to  stockholders  in  Blue  Crown  an 
exchange  of  shares  into  Delhi  on  the  ' 
basis  of  five  Blue  Crown  shares  for 
each  share  of  Delhi.  Delhi  already 
owns  a  44%  interest  in  this  company, 
which  is  busily  exploring  for  gas, 
mainly  in  Alberta,  Canada.  The  com- 
pany has  already  had  some  successes 
and  owns  participation  in  some  good, 
if  small,  producing  gas  wells.  Its 
prospects  are  considered  to  be  good 
for  more  and  larger  discoveries.  Should 
all  Blue  Crown  shares  be  exchanged 
into  Delhi,  the  outstanding  capital  of 
Delhi  will  be  4/4  million  shares. 

Underva\ued 

The  shares  of  Delhi,  selling  at 
around  12)2,  and  Santos,  at  around  3/4, 
seem  to  be  undervalued  if  one  takes 
into  account  only  their  gas  interests. 
The  revenues  to  be  derived  from  liq- 
uids should  prove  to  be  more  impor- 
tant than  gas  revenues  even  after  in- 
come begins  to  materialize  from  Syd- 
ney, which  is  not  likely  to  be  before 
1974.  Commercial  oil  production 
should  begin  around  the  same  time. 
While  it  is  difficult  to  project  earn- 
ings with  any  accuracy,  the  poten- 
tial seems  impressive.  And  the  two 
companies  have  concessions  to  explore 
on  an  area  larger  than  the  state  of 
Texas.  Needless  to  say,  the  fields  so 
far  discovered  form  a  very  small  pro- 
portion of  this  total,  and  there  are  in- 
dications that  many  other  areas  may 
prove  to  be  profitable. 

Since  I  first  mentioned  these  com- 
panies the  wait  has  been  long  and 
frequently  frustrating.  It  is  possible 
that  all  the  frustrations  are  not  yet 
over.  While  the  values  are  there,  at 
least  2/2  years  of  hard  work  face  Del- 
hi-Santos before  income  from  these 
sources  shows  up.  But  patient  holders 
in  what  appeared  to  be  two  small  ex- 
ploration companies  can  at  last  sit 
back,  confident  that  the  companies 
are  growing  into  producers  of  some 
importance  and  magnitude.  ■ 
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This  announcement  is  not  an  ojjer  oj  securities  Jor  sale  or  a  solicitation  oj  an  ojjer  to  buy  securities. 


New  Issues 


March  19,  1971 


Texas  Gas  Transmission  Corporation 


$40,000,000  %Vs%  Debentures,  due  April  1, 1991 


Price  99.50% 

plus  accrued  interest,  if  any,  from  April  1,  1971 


500,000  Shares  Common  Stock 


Par  Value  $5  per  Share 


Price  $35  per  share 


Copits  oj  the  prospectus  may  he  obtained Jrom  such  oJ  the  undersigned  {who  are  among 

the  underwriters  named  in  the  prospectus)  as  may  legally  ojjer 

these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 


Blyth  &  Co.,  Inc. 


The  First  Boston  Corporation 


Drexel  Firestone 

Incorporated 


duPont  Glore  Forgan  Eastman  Dillon,  Union  Securities  &  Co.  Goldman,  Sachs  &  Co. 

Incorporated  Incorporated 

Halsey,  Stuart  &  Co.  Inc.        Hornblower  &  Weeks-Hemphill,  Noyes         Kidder,  Peabody  &  Co. 

Incorporated 


Lazard  Freres  &  Co. 


Lehman  Brothers 

Incorporated 


Loeb,  Rhoades  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Reynolds  &  Co. 


Salomon  Brothers 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Stone  &  Webster  Securities  Corporation 


Wertheim  &  Co. 


White,  Weld  &  Co. 


Dean  Witter  &  Co. 


Incorporated 


Bache  &  Co. 

Incorporated 


The  Funds 


Square  a  Circle? 


Suppose  John's  got  $10,000  and 
needs  income  from  it,  and  Bill's  got 
$10,000  and  is  willing  to  take  big 
risks  for  a  crack  at  big  profits.  It 
would  seem  that  their  objectives 
are  far  apart.  That  there  is  no  way 
they  could  ever  work  together.  If 
they  were  buying  mutual  funds 
each  would  have  to  buy  a  veiy  dif- 
ferent fund. 

But  then  some  mutual  funds  got 
a  very  bright  idea.  Maybe  these 
two  objectives  weren't  irreconcil- 
able after  all.  Why  not  pool  the 
$20,000  and  let  John  get  all  the  in- 
come-all $20,000  worth.  Let  Bill 
take  all  the  risk  and  all  the  capital 
gain— if  any.  That  way  they  both 
get  the  leverage.  John  leverages  his 
income.  Bill  leverages  his  capital 
gains  ( and  losses ) . 

Thus  was  the  dual-purpose  fund 
born.  It  had  two  kinds  of  shares, 
capital  shares  and  income  shares. 
The  income  shares  were  offered  a 
potentially  high  rate  of  return  and 
their  money  back  after  a  number  of 
years.  The  capital  shares  would  get 
any  profit— and  bear  any  loss— from 
the  total  pool  of  capital.  Early  in 
1967  about  half  a  dozen  such  funds 
were  started,  attracting  $325  mil- 
lion. Among  them:  American  Dual- 
Vest  Fund,  Gemini  Fund,  Leverage 
Fund  of  Boston  and  Scudder  Duo- 
Vest.  At  first,  everything  was  rosy. 
The  income  shares  rose  to  a  pre- 


mium o\er  their  liquidating  value*- 
The  capital  shares,  leveraged  in  a 
roaring  bull  market,  quickly  turned 
in  gains  as  high  as  30%  or  40%. 

Then  ever>'thing  started  going 
wrong.  First,  interest  rates  started 
going  up,  with  the  result  that  the 
6%  or  so  that  the  income  shares 
paid  no  longer  looked  good.  Result: 
These  supposedly  safe  investments 
started  selling  at  a  discount. 

At  the  same  time,  along  came 
the  1969-70  bear  market.  The  capi- 
tal shares  fell  out  of  bed,  some  of 
them  dropping  50%  or  more  in  1969 
alone.  Since  then  most  have  come 
back.  Leverage  and  the  1971  bull 
market  took  care  of  that.  But 
there  was  one  thing  they  couldn't 
take  care  of:  The  magic  was  gone 
from  the  concept  of  leverage.  Since 
most  dual  fund  shares  are  not  re- 
deemable like  most  mutual  funds 
but  can  only  be  sold  to  other  in- 
vestors, large  discounts  from  net 
asset  value  developed.  For  exam- 
ple, capital  shares  of  Scudder  Duo- 
Vest,  largest  of  the  dual  funds,  re- 
cently sold  at  a  15%  discount  from 
net  asset  value. 

Now,  after  two  years  of  trying,  it 
looks  as  though  Scudder  will  win 
Securities  &  Exchange  Commission 
approval  to  buy  in  some  of  its  own 
stock  at  these  discounts.  However, 
Scudder  is  required  to  buy  back 
both  the  income  shares  and  capital 
shares  in  equal  amounts.  Buying 
back  only  capital  shares  at  a  dis- 
count   would    help    capital    share- 


holders by  increasing  their  net  as- 
set value.  But  it  would  hurt  the 
income  shareholders:  The  total  as- 
sets of  the  fund,  which  generates 
their  dividends  and  protects  their 
investment,  would  be  reduced. 

Sounds  complicated?  It  is.  Which 
may  be  one  reason  why  the  SEC 
took  two  years  to  approve  the  plan. 
And  why,  even  in  the  new  bull 
market,  nobody  is  proposing  to 
bring  out  any  new  dual  funds.  It 
seems  that  maximum  income  and 
maximum  capital  gains  are  irrec- 
oncilable objectives  after  all.   ■ 


The  States  Chime  in 


U.S.  FUND  MANAGERS  have  long 
been  accustomed  to  keeping  an 
eye  on  Washington's  lawmakers  and 
regulators.  Now,  increasingly,  they 
find  themselves  regulated  at  the 
state  level.  And  the  state  that  is 
giving  fundmen  the  most  cause  for 
concern  is,  surprisingly,  Minnesota. 
That's  why  dozens  of  fund  man- 
agers were  in  St.  Paul  recently  for 
hearings  on  a  set  of  proposed  rules 
that  are,  in  the  words  of  one  fund- 
man  present,  "the  most  restrictive 
yet  advanced  by  any  state." 

For  example,  the  proposed  rules 
would  set  a  general  limit  of  1%  on 
a  fund's  management  fee  and  ex- 
penses (exclusive  of  interest,  taxes 
and  brokerage  fees),  unless  the 
fund  had  a  variable  fee  that  went 
i)()th   up  and  down  depending  on 


performance.  Further,  no  more 
than  10%  of  a  fund's  investment 
could  be  in  letter  stocks,  and  no 
more  than  5%  in  stocks  of  new  com- 
panies (less  than  three  years  old) 
or  companies  whose  securities  are 
not  regularly  traded.  And  any  mu- 
tual fund  would  be  forbidden  to 
make  any  investment  whatever  in 
real  estate,  oil,  gas  or  mineral  ex- 
ploration and  development,  and 
commodities  or  commodity  trading. 
Of  course,  many  of  these  sug- 
gested prohibitions  will  have  little 
effect  on  most  mutual  funds,  es- 
pecially large  and  established  ones, 
because  the\-  do  not  indulge  in 
such  practices.  This  is  the  situation 
with  the  largest  Minnesota-based 
funds,  those  managed  by  Minne- 
apolis' Investors  Diversified  Ser- 
\ices.  For  example,  speaking  of  the 
proposed  1%  expense  ratio  limita- 
tion, IDS  attorney  Sam  Miller  sa\s. 


"The  IDS  funds  are  not  personally 
concerned,  because  they  are  so 
large  that  their  fees  are  way  be- 
low these  limits."  But  they  could 
be  onerous  to  small  funds  or  to 
speculative  funds,  a  type  that 
abounded  only  a  few  years  back. 

Another  reason  why  fund  man- 
agers keep  a  wary  eye  on  Minne- 
sota is  the  leadership  position  that 
Minnesota  occupies  in  the  Central 
Securities  Administrators  Council, 
which  includes  representatives 
from  Indiana,  Michigan,  Missouri, 
Ohio,  Wisconsin  and  Kentucky. 
The  Council  has  not  yet  recom- 
mended a  standard  approach  to- 
ward the  regulation  of  mutual 
funds,  but  the  best  guess  is  that 
Minnesota  is  likely  to  serve  as  a 
model  for  the  other  member  states. 
And  beyond  the  central  states 
group  is  the  North  American  Secur- 
ities Administrators  Council.  ..." 
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READERS  SAY 


American  Cemenf,  Too 

SiH:  The  cement  industry  article 
(Forbes,  .A/ar.  15)  refers  to  companies 
which  have  been  setting  up  real  estate 
operations  in  which  the  prospects  look 
bright  but  ignores  American  Cements 
Snow-mass-at-Aspen,  a  totalK  master- 
planned  >ear-aroimd  land  development, 
which  has  3,700  acres  next  to  U.S.  forest 
land  which  is  available  for  skiing.  Si.\ 
hundretl  families  have  ab-eady  bought 
vacation  homesites  or  apartments. 

—  Ml-RB.\Y  I.  Z.ARIN 

■  Kings  Point,  N.Y. 

So  Let  'Em 

SiB:  Your  right-to-the-point  Fact  & 
Comment"  on  "What  is  criminal  alwut 
gambling"  is  to  be  highly  commended. 
One  of  the  major  reasons  for  our  urban 
state  of  criminal  chaos  is  the  corruption 
of  our  law  enforcement  organizations  and 
the  briljes  and  pa>offs  to  ignore  wager- 
ing. The  starting  point  of  most  corruption 
is  imenforceable  laws  and  the  common 
desire  of  most  people  to  gamble.  "Moral- 
ity" is  not  an  enforceable  commodity. 

—Peter  D.  Leve.avx 
Norman,  Okla. 

One  Solution 

Sin:  Your  article  in  the  Mar.  15  issue 
on  the  iuadeciuacv  of  reporting  in  an- 
nual rejiorfs  was  thought  provoking.  It 
wouUI  seem  that  all  parties  could  be  sat- 
isfied if  the  Securities  &  llxchange  Com- 
mission retiuired  all  reporting  companies 
to  provide  copies  of  lOK  to  stockholders 
on  request.  Those  stockholilers  who  may 
know  how  to  read  the  reports  would 
then  lia\e  access  to  tliem  without  a  ma- 
jor campaign,  the  SEC  would  have  done 
its  ihity,  and,  if  the  corporate  olficials 
are  correct,  oidy  a  few  hundred  addi- 
tional copies  of  the  lOK  would  need  to 
be  printed. 

—George  E.  Brown,  CPA 
Palm  Beach  Gardens,  Fla. 

Sir:  Perhaps  publicly  held  companies 
should  be  audited  by  the  state  or  a  fed- 
eral agency  as  banks  are  e.xamiued. 

— All.an  B.  Angney  Jr. 

*  Burlington,  Vt. 

Wrong  Company 

Sir:  The  map  in  your  article  on  oil 
e.xploration  in  Southeast  Asia  (  Forbes, 
Mar.  15)  is  incorrect.  Exploration  and 
development  rights  for  the  17-million 
acre  production  sharing  contract  area  ly- 
ing off  the  west  coast  of  Java  and  the 
south  coast  of  Sumatra  are  held  by  sub- 
sidiaries of  the  American  Independent 
Oil  Co.  (a  subsidiary  of  R.J.  Reynolds 
Industries)  and  of  White  Shield  Corp., 
not  by  Gulf  &  Western  as  you  indicated. 

—Donald  T.  Beldock 

President, 

White  Shield  Corp. 

New  York,  N.Y. 


WHAT  STOCK  QUALITIES 

have  been 

ATTRACTING  BUYERS? 

Which  stocks  have  what  qualities? 

The  DecL/ion  ITIqMx  "service 

provides  these  answers  in  seconds 

The  DECISION  MATRIX  Is  a  photographic  overlay  system  designed  to  pro- 
vide a  fast  and  simple  method  for  comparing,  selecting  and  evaluating 
stocks.  Most  sources  of  financial  data  provide  In-depth  Information  on 
particular  companies  —  but  tittle  In  the  way  of  comparison.  In  contrast, 
COMPARISON,   the  key  to   Investing,   Is  the   DECISION   MATRIX   approach. 


QUALITIES   IN   DEMAND* 

"Above  Average  Price  Gainers"  During:  |  | 

Stocks  with  these  Qualities                                                  January 

February 

Low  priced  shares  —  $15  and  under                       80% 

46% 

Quarter  earnings  up —  from  last  year                     41% 

56% 

Low  P/E  Ratio  —  under  20                                            48% 

52% 

New  Highs  —  last  month                                         29% 

58% 

Depressed  stocks  —  under  Vz  all  time  high                 69% 

47% 

200  day  moving  average  up  —  from  last  year       25% 

61% 

■Based    upon    581    stocks.    Qualities    determined    end    of    previous 

month. 

Partial  list  of  qualities  shown. 

PUBLIC   DEMONSTRATION 
at  the  Financial  Data  Center 
San  Jose  MunlGipai  Airport. 

PROIVIPTNESS  BONUS 
The  latest  "Qualities  in  Demand' 
newsletter  published  the  4th 
of  the  month. 


Corporation 

3960  Fabian  Way 
Calif.  94303 


Drexler  """°'°" 

Oept.  F41. 

Paio  Alto, 

Please  send  me  the  DECISION  MATRIX  —  a  monthly  service  for  comparing, 
selecting,  and  evaluating  over  570  listed  stocks.  It  includes  10  Quality  cards,  the 
companion  publication,  "The  Decision  Matrix  Monthly"  and  the  latest  "Qualities 
in  Demand"  Newsletter.  If  I  am  dissatisfied  for  any  reason,  I  may  return  the 
material  within  30  days  alter  receipt  for   full  refund. 

n    CHARTER  SUBSCRIPTION  FOR  THREE  MONTHS,  bill  me  $22.50. 

D   ONE  MONTH  INTRODUCTORY  EDITION,  payment  enclosed  $7.50. 


Name 

Addres.<! 

City 

Stale                          7ii> 

(This  subscription  Is  not  assignable  without  your  consent.) 

dividend  notice 


MIDDLE  SOUTH  UTILITIES,  INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  25!4i 
per  share  of  the  Common  Stock,  payable  April  1,  1971,  to 
stockholders   of   record    at   the   close   of  business  March  15, 1971. 


March  4,   1971 


ANNEM.  FITZGERALD 
Secretary 

THE  MIDDLE  SOUTH   UTILITIES  SYSTEM 

Arkansas  Power  &  Light  Company      Mississippi  Power  &  Light  Company 
Louisiana  Power  &  Light  Company     New  Orleans  Public   Service    Inc. 
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Thisannounremeni  is  neither  an  offer  to  sell  nor  a  soliCiLilion  of  dn  offer  lo  buy  (tiese  secun 
The  offer  is  made  only  by  the  Prospectus. 


500,000  Shares 

Philadelphia  Electric  Company 

7.85%  Preferred  Stock 

|Par  valuP  SlOO  per  sharcl 


Price  $100  a  Share 


Copies  o/  rhc  Prospet  (us  ore  obtainoblp  in  ony  Snilc  froni  only  mj<  h  n/  (lie  uiidrr 
signed  (ind  siirh  o(her  dcofers  as  iiin\-  lawiutty  pller  (/lesf  scrundrs  in  such  Stntt- 


Drexel  Firestone 

INCORPORATED 


The  First  Boston  Corporation 

'RATED 

BIyth  &  Co.,  Inc.  duPont  Glore  Forgan  Eastman  Dillon,  Union  Securities  &  Co. 

INCORPORATED  iNCOflPORATEO 

Goldman,  Sachs  &  Co.      Halsey,  Stuart  &  Co.  Inc.      Hornblower  &  Weeks-Hemphill,  Noyes 


Kidder,  Peabody  &  Co.        Lazard  Freres  &  Co.        Lehman  Brothers        Loeb,  Rhoades  &  Co. 

INCORPORATED  INCORPORATED 

Merrill  Lynch,  Pierce,  Fenner  &  Smith    Paine,  Webber,  Jackson  &  Curtis    Salomon  Brothers 

INCORPORATED  INCORPORATED 

Wertheim  &  Co. 


Smith.  Barney  &  Co. 


INCORPORATED 


Stone  &  Webster  Securities  Corporation 


White,Weld&Co.  Dean  Witter&Co.  Bache&Co.  E.F.Hutton&  Company  Inc.  Reynolds&Co. 

INCORPORATED  INCORPORATED 

Mcirrh  ]J.  1971 


iiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiii 

596  Convertible  Bonds  and  | 

356  Convertible  Preferred  Stocks  | 

now    currently    traded    can    be    ignored    by  | 

an    investor    only    to    tiis    own    detriment.    In  | 

many  cases  an  intelligently  selected  convert-  S 

ibie  can   sharply   limit  risk  on   the  downside,  I 

while  providing  just  as  much  appreciation  as  i 

the  common  on  the  upside,  ond  many  limes  1 

higher  yields  and    lower  commissions.  I 

Let    our   R.    H.    M.    Convertible    Survey—  1 

one    of    the    largest    convertible    services    in  | 

the   country,   and   subscribed   to   by   bankers,  S 

brokers    and    institutions    throughout    the   in-  | 

vestment   world— tell   you   the   whole   story   of  1 

the    convertible    bond    and    convertible    pre-  g 

ferred  stock  and  outline  a  method  by  which  % 

you  can  profit  from  the  950  convertibles  cur-  g 

rently  traded.  g 

A  valuable  descriptive  folder  is  available  to  B 

you  free  on  request  and  will  be  sent  without  1 

any   obligation.   Just   mail   this  ad   with   your  1 

name    and    address    to    "Convertibles"    Dept.  = 

TK  1.  R,  H.  M.  Associates.  220  Fifth  Ave.,  1 

New  York,  N.Y.  10001.  1 

Send  today!  ■ 

llllll!llllllllll!llllllllll!ttlllllllllllllllllll||llllll|l|||||||||||||||||||||||||||||||||||||||||||||||||||||||||||||{||||H 


"Word  of  Mouth " 

Many  new  subscribers  com©  to  us  ttial  way  .  .  For 
o  non-peripatelic  approach  toward  copiloi  building, 
getting  belter  income,  ovoil  yourself  of  ttiese  pene- 
trating weekly  advisory  letters.  SPECIAL  OFFER: 
8  weeks'  triol,  iust  $2.  Clip  this  od.  Moil  lodoy. 
(Full  refund  if  not  pleased.! 

THE   BUCK   INVESTMENT   LETTER 
P.O.  Box  146        Cedar  Ridge,  California  9S924 
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OWN  A  PROFITABLE 


A 


DELUXE  CAMPGROUND 

Become  a  successful  member  of  KOA,  the  largest 
international  system  of  deluxe,  family  camp- 
grounds.  Cash  in  on  the  booming  leisure/recrea- 
tion business.  Over  50  million  Americans  ore 
camping!  Modest  investment  brings  instant  cash- 
flow and  strong  earnings.  National  publicity  and 
advertising.  Proven  operating  methods.  Choice 
sites  still  available.  For  free  information  at  no 
obligation,  write:  Kampgrounds  of  America,  Inc., 
P.    O.    Box    1138-F,   Billings,   Montana   59103. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Members  New  York  Slock  Exchsnee 

and  other  leadinc  ElchanKes 

120  Broadway,  New  York,  N.  Y.  lOOOS 


/" 


Trends 

&  Tangents 


(Continued  from  page  12) 

new  rule  should  be  in  force  within 
the  month. 

Long  Lead 

If  jet  aircraft  flying  the  North 
Atlantic  keep  getting  bigger  and 
more  numerous,  could  they  threat- 
en surface  shipping  as  the  major 
freight  carrier  between  Nortli 
America  and  Europe?  Not  for  dec- 
ades, say  the  transportation  experts 
at  Battelle  Memorial  Institute  in  a 
study  prepared  for  30  European 
and  North  American  transportation 
companies  and  equipment  manu- 
facturers. The  air  freight  business 
on  the  North  Atlantic  is  growing 
1/2  times  as  fast  as  surface  ship- 
ping, and  will  double  or  triple  in 
size  by  1980,  the  study  reports.  But 
surface  shipping  should  continue  to 
lead  until  the  year  2000. 


WASHINGTON 


/'//  Go  to  Court 

What  are  the  odds  on  taking  the 
Government  to  court  on  a  tax  dis- 
pute and  winning?  Pretty  slim,  says 
the  Justice  Department,  and  get- 
ting slimmer.  In  the  last  two  years 
the  government  lawyers  who  try 
tax  cases  have  boosted  their  win 
percentage  to  81%  at  both  the  trial 
court  and  appeals  levels— up  from 
73%  and  79%,  respectively.  Taxpay- 
ers who  manage  to  get  the  Supreme 
Court  to  review  their  cases  end  up 
with  pro-government  rulings  a  dis- 
couraging 85%  of  the  time,  up  from 
73%.  At  the  same  time,  the  Treasury 
collected  settlement  payments  of 
$76  million  in  1970,  vs.  S69  million 
the  year  before. 

Costly  "Donation" 

Parents  with  children  who  at- 
tend any  private  school  that  re- 
quires a  "donation"  as  well  as  a 
tuition  fee  just  got  some  unexpected 
bad  news.  The  Internal  Revenue 
Service  has  ruled  that  the  dona- 
tions do  not  qualify  as  deductions 
for  charitable  contributions  even 
though  a  similar  but  untied  gift  to 
the  same  institution  might.  A  gift, 
IRS  sa>s,  can  only  be  deductible  if 
its  sole  benefit  to  the  donor  is  the 
satisfaction  of  having  done  a  gen-' 
erous  act.   ■ 


V_ 
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Dividend 

on 

common 

shares 


The  Board  of  Directors  of 
Columbus  and  Southern 
Ohio  Electric  Company,  on 
March  5.  1971,  declared  a 
dividend  of  forty-five  cents 
(45«)  per  share  on  the  out- 
standing Common  Shares 
of  the  Corporation,  pay- 
able on  April  10,  1971  to 
shareholders  of  record  at 
the  close  of  business  on 
March  25,  1971. 

G.  C.  SHAFER 
Secretary 


COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


^ 


Cerebral 


BROAD   STREET 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 


165 


th 


consecutive 

quarterly 

dividend 


10  Cents  a  Share 
Payable  March  26,  1971 
Record  Date  March  8,  1971 

65  BROADWAY,  NEW  YORK,  N.  Y.  10006 
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1  HOLlvjll  lb...  BUSINESS  OF  LIFE 


A  great  man  is  made  up  of  quali- 
ties that  meet  or  make  great  occa- 
sions. —James  Russell  Lowell 


There  must  always  be  some  advan- 
tage on  one  side  or  the  other,  and  it 
is  better  that  advantage  should  be 
had  by  talents  than  by  chance. 

—Samuel  Johnson 


It's  amazing  what  ordinary  people 
can  do  if  they  set  out  without  pre- 
conceived notions. 

—Charles  F.  Kettering 


Efficiency  is  doing  things— not  wish- 
ing you  could  do  them,  dreaming 
about  them,  or  wondering  if  you  can 
do  them.  —Frank   Crane 


Improvement  of  one's  economic  po- 
sition is  helped  more  by  cool  persist- 
ence than  by  hot  enthusiasm. 

—William  Feather 


Enthusiasm  is  the  greatest  asset  in 
the  world.  It  beats  money  and  power 
and  influence.         —Henry  Chester 


Power,  from  the  standpoint  of  ex- 
perience, is  merely  the  relation  that 
exists  between  the  expression  of  some- 
one's will  and  the  execution  of  that 
will  bv  others.  —Leo  Tolstoy 


It  is  not  enough  that  yearly,  down 
this  hill,  April  comes  likes  an  idiot, 
babbling  and  strewing  flowers. 

—Edna  St.  Vincent  Millay 


To  many  people  virtue  consists 
mainly  in  repenting  faults,  not  in 
avoiding  them. 

— Georg  C.  Lightenberg 


B.  C.  FORBES 

The  struggle  for  success  is  so 
keen  in  every  line  of  business 
that  responsible  positions  are 
awarded  to  men  of  solid  merit, 
of  indefatigable  energy,  of  un- 
bounded enthusiasm,  of  un- 
flinching courage  and  possessing 
infinite  faith  in  the  tcorthiness 
of  their  life's  work.  In  return, 
these  men  must  be  thoroughly 
organized,  must  give  each  ex- 
ecutive assistant  responsibilities 
and  allow  him  scope  to  dis- 
charge them.  And,  above  all, 
non-sweU-headedness! 


A  great  part  of  courage  is  having 
done  the  thing  before. 

—Ralph  Waldo  Emerson 


The  best  test  of  a  man  is  authority. 
— Montenecran  Prox'erb 


^  He  is  a  good  man  whom  fortune 
makes  better.  —Thomas  Fuller 


The  power  of  a  man  is  his  present 
means  to  obtain  some  future  apparent 
good.  —Thomas   Hobbes 


We  are  usually  mistaken  in  esteem- 
ing men  too  much;  rarely  in  esteeming 
them  too  little. 

—Stanislaus  Leszcynski 


Fortune  often  makes  up  for  the  I 
eminence  of  office  by  the  inferiority! 
of  the  officeholders.  — Gracian 


The  closest  to  perfection  a  person 
ever  comes  is  when  he  fills  out  a  job 
application  form. 

—Stanley  J.  Randall 


We  must  not  judge  of  a  man  s 
merits  by  his  great  qualities,  but  by 
the  use  he  makes  of  them. 

—La  Rochefoucauld 


When  you  find  a  man  who  knows 
his  job  and  is  wiUing  to  take  responsi- 
bility, keep  out  of  his  way  and  don't 
bother  him  with  unnecessary  supervi- 
sion. What  you  may  think  is  coop- 
eration is  nothing  but  interference. 
—Thomas  Dreier 


Genius  must  have  talent  as  its  com- 
plement and  implement,  just  as  in  like 
manner  imagination  must  have  fancy. 
In  .short,  the  higher  intellectual  pow- 
ers can  only  act  through  a  corre- 
sponding energy  of  the  lower. 

—Samuel  Taylor  Coleridge 


Behind  an  able  man  there  are  al- 
ways other  able  men. 

— CiflNESE  Proverb 
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The  busier  we  are,  the  more  acutely 
we  feel  that  we  live. 

— Immanuel  Kant 


An  honor  prudently  declined  often 
returns  with  increased  luster.      — LivY, 


A  Text . . . 


Sent  in  by  .Mary  C.  Jackson, 
Omaha.  Neb.  What's  your  favor- 
ite text?  The  Forbe.s  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


A  good  man  shewefh  favour,  and 
lendeth:  he  will  guide  his  affairs  witli 
discretion.  —Psalm    112:5 
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Can  They  Keep 
The  Bottle  Full? 
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91 1  and  3WV9NI  i^jrip 


PPG:  the 
fiber  glass 
maker. 


PPG  tire  cord  is  helping  fiber  glass  tires 
take  over  this  country's  roads. 


Fiber  glass  belted  tires  deliver  better 
mileage,  longer  tire  life  and  greater 
safety.  At  PPG,  product  performance 
and  safety  are  among  our  prime 
concerns.  So  you  can  look  forward 
to  even  greater  performance  with  tires 
made  from  PPG's  new  HYCORTm 
hinh-strength  fiber  gisrc  tire  cord. 
HYCOR  offers  this  ifn proved  perfor- 
f''..' .  rough  a  pat-   ..-id  PPG  pro- 

cesf.         assures  compie'eencapsula- 
'5?Sfi       '<Q  fiber  glasK  'i'<3ments  with 
.  In  addition  to  better  mile- 


age and  safer  performance,  HYCOR 
improves  automobile  handling. 

Fiber  glass  belted  tires  are  standard 
equipment  on  most  1971  cars  and 
are  becoming  a  large  part  of  the 
replacement  market.  So  drivers  and 
passengers  in  the  future  will  be  safer. 

But  there  is  more  about  PPG.  We 
sell  hundreds  of  paint  and  coating 
products  for  home  and  industry,  as 
well  as  float,  sheet  and  plate  glass, 
and  a  broad  line  of  industrial  and 
agricultural  chemicals. 


PPG  Industries,  Inc.,  0 
Center,  Pittsburgh,  Pa 


ne  Gateway 
15222. 


PPG :  a  Concern  for  the  Future 
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It  picks  up  everything  ina  room 
except  the  furnitiire. 


This  new  Panasonic  portable 
cassette  tape  recorder  picks  up 
a  whisper  at  20  feet.  And  gives 
it  back  loud  and  clear.  Like 
it  came  from  inches  away. 

Because  there's  a  condenser 
mike  built  inside.  The  same 
super-sensitive  kind  you  find 
in  recording  studios. 

Since  the  mike's  built  in, 
it  won't  stare  you  in  the  face. 
So  it's  made  to  order  for  meetings. 
Everyone  can  relax.  And  get 
right  dcfwn  to  business. 

You  can  even  take  the 
RQ-222AS  out  to  lunch.  Without 


missing  a  word.  Just  pull  the  plug 
from  the  unit.  And  the  batteries 
take  over  automatically. 

When  you  come  to  the  end 
of  the  tape,  the  record  button 
pops  up  with  a  "click."  And  all 
systems  stop  automatically. 
Which  eliminates  tape  damage. 
And  saves  battery  hfe. 

When  the  meeting's  over, 
you  can  edit  it.  Right  on  the 
syllable.  Using  the  built-in 
digital  counter.  Or  get  the 
optional  RP-922  stop-and-go 
foot-button  control.  And  make  it 
easy  for  your  secretary  to  put 


■ti 


it  all  down  oa  paper. 

Like  other  good  things, 
the  RQ  2?.?,  \S  comes  in  a  small 
package.  With  separate  controls 
for  volume  and  tone.  And 
VU/battery  meter.  It  includes 
earphone,  carrying  case, 
pre-recorded  cassette  and 
powerful  Panasonic  Hi-Top 
batteries.  An  optional 
adapter  ( RP-915 )  for  car  or 
boat  is  also  available. 

See  the  RQ-222AS  at  your 
Panasonic  dealer.  It  has 
everything  it  takes  to  pick  up 
everything.  Whisper  and  find  out. 
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PANASONIC 


m 
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PANASONIC. 

just  slightly  ahead  of  our  time. 


200  Park  Avenue,  New  York  10017.  For  your  nearest  dealer,  call  800  631-4299.  In  N.J.,  800  962-2803.  We  pay  for  the  call.  Ask  about  Model  RQ-222AS. 
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CNA  UPTIME  STORY  No.  6 


NO  M  ATTERWH  AT 
HAPPENS  IN  BUSINESS  TODA/.. 
A  COMPANY  STILL  WVNTS 
H  APPy  EMPLOYEES. 

At  the  lowest  possible  cost. 
That's  why  CNA  Financial  is  in  the  business  of 
providing  non-contributory  fringe  benefits. 
Every  day  more  businesses  want  better  ways  to 
attract  and  keep  good  employees. 

So  we  encourage  our  subsidiary,  CNA/insurance,  to  continue 
developing  new  and  better  payroll  deductible  benefits. 

Benefits  that  include  coverage  for  Accidental  Death,  Long  Term 
Disability,  and  Non-Contributory  Group  Life. 

CNA/insurance  has  even  developed  programs  like  Auto  and 
Homeowners  for  employees. 
They're  all  good  ways  to  keep  employees  happy  that  cost  a 
corporation  little  or  nothing. 
And  insurance  is  just  one  of  the  essential  businesses  we're  in. 

At  CNA  Financial,  we  don't  wait  for  better  times. 
We  develop  them. 


N'TAL  ASSURANCt      CNA  iWCSTOR  S[RV 
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The  iceberg  theory 

of  naming 

a  gas  company. 

We  have  a  theory  about  our 
company  name. 

We  think  calling  us  Northern 
Natural  Gas  Company  is  a  lot  like 
calling  an  iceberg  an  iceberg. 

Because,  like  an  iceberg,  most  of 
what  we're  really  made  up  of  is  not 
visible  at  first  glance.  It's  below  the 
surface.  Out  of  sight. 

People  take  one  look  at  our  name, 
and  figure  all  we  do  is  pipe  gas 
through  more  than  26,000  miles  of 
pipeline.  And  serve  more  than  one 


million  customers  in  eight  states. 

Our  name  doesn't  tell  people  all 
the  other  things  we  do.  Like  sell 
butane   and   propane  and   ethane 
and  ethylene  glycol  and 
hydrocarbons  and  anti-freeze  and 
ingredients  for  fabric  softeners  and 
detergents  and  plastics  and 
germicides  and  stuff  like  that. 

Which  proves  you  can't  judge  a 
gas  company  by  its  name.  Or  an 
iceberg  by  its  top. 


ti 


Northern 
Natural  Gas 
Company 


Home  Office:  Omaha,  Nebraska 


The  gas  company 
that's  something  else 


^^ 


OLD  FAITHFUL 

Postage  Meters  since  1920 


NEW  FAITHFUL 

254  Copier  introduced  1970 


Ten  to  one,  the  most  reliable  machine  in  your  office  is  that 
stalwart  Pitney-Bowes  postage  meter  that  keeps  working 
away  without  fail  in  your  mailroom. 

Well,  that's  the  caliber  of  performance  you  can  expect  from 
a  Pitney-Bowes  copier.  There  are  five  desk-top  models  to 
choose  from,  each  radically  different  in  capacity,  so  you 


don't  have  to  squeeze  into  one  that's  too  small  or  get 
swamped  by  one  that's  too  big.  They're  all  dry  electro- 
statics (clean,  sharp  copies):  all  but  the  small  economy 
model  are  roll-fed  paper-savers.  All  are  fast,  quiet,  and 
guaranteed.  With  a  long-established  (51  years)  service 
organization  to  back  them  up. 


CPBl 


Pitney-Bo-wes 

COPIERS 


For  more  information,  write  Pitney-Bowes,  Inc.,  1776  Crosby  St.,  Stamford,  Conn.  06904  or  call  one  of  our  190  offices  throughout  the  US.  and  Canada.  MailOpeners, 
Hostage  Meters,  Addresser-Printers,  Folders,  Inserters,  Counters  &  Imprinters,  Scales,  Collators,  Copiers,  Fluidic  Controls,  Labeling,  Marking  and  Plastic  Card  Systems. 


My  name  is  Albert  Bonnier* 

I'm  looking  for  you  who  want  to  establisi 
a  dynamic  contact  in  Europe* 

You  can  be  anyone.  An  individual. 
A  small  firm.  A  big  company.  A  multination 
conglomerate.  The  important  thing  is  not 
what  you  are,  but  what  you  offer.  In  ideas, 
innovations,  inventions,  projects  which 
might  be  developed  into  a  business. 

Behind  me  is  the  Bonnier  Group. 
A  Swedish  conglomerate  with  considerable! 
capital  resources.  A  highly  diversified  grou^ 
with  headquarters  in  Scandinavia  and 
subsidiaries  in  most  Western  European 
countries.  Including  England,  Germany, 
France  and  Italy. 

We  started  in  1837  with  a  book  shop.i 
This  was  built  into  a  publishing  house.  Todi 
it's  the  biggest  in  Scandinavia  and  one  of  tt 
most  important  in  Europe.  From  our  base  of  books,  magazines  and  newspapei 
we  have  moved  into  other  spheres  of  business.  We  have  our  own  paper  mills. 
We  make  printing  presses  and  printing  ink.  We  are  in  packaging,  disposables, , 
plastics,  furniture,  material  handling,  process  control  equipment,  water 
treatment,  swimming  pools  and  shipping. 

We  have  two  main  ambitions.  One  is  to  add  interesting  new  products  to 
our  existing  industries.  The  other  is  to  diversify  into  new  lines  of  business. 
We  have  a  good  base  for  consumer  products  in  the  chemical-technical  sector,  r 
adhesives,  converted  plastic  products,  graphic  industries  and  mechanical 
industries. 

When  we  go  into  something,  it's  usually  with  the  idea  of  developing  one  f 
the  leading  companies  in  the  field.  Happily,  this  idea  has  often  become  reality 
There's  one  exception,  though.  The  Bonnier  Gift  Shop  in  New  York  never  rea 
tried  to  be  bigger  than  Macy's. 

As  you  can  see  there  are  many  avenues  open  to  you  within  the  Bonnier 
Group.  And  above  all  there  is  considerable  knowledge  in  turning  new  ideas  ir 
active  businesses  which  can  prove  profitable  to  you. 
Interested?  Drop  us  a  line. 


The  Bonnier  Group 

Mr.  Albert  Bonnier  Jr.    S- 105 44  Stockholm,  Sweden 
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Side  Lines 


Washington  Angle 

The  three  people  pictured  below  constitute  Forbes  magazine's  Wash- 
ington bureau.  Getting  them  together  in  one  spot  at  one  time  for  a  group 
photograph  was  not  an  easy  job,  because  they  are  constantly  on  the  go, 
keeping  Forbes  up  on  Washington  trends. 

James  (Big  Jim)  Srodes  {center),  a  31-year-old,  six-foot-five-inch 
native  of  Newcastle,  Pa.,  is  the  newest  member  of  the  bureau.  Srodes 
is  a  journahst,  but— and  this  is  important  to  Forbes— he  has  had  a  broad 
and  varied  background:  in  law,  having  attended  Duke  University  Law 
School,  and  in  government,  having  worked  for  two  years  as  an  aide  to 
a  U.S.  representative  from  North  Carolina.  Srodes'  congressman  was 
on  the  House  Banking  &  Currency  Committee,  and  Srodes  used  his 
experience  there  to  talk  his  way  into  a  job  covering  the  Treasury  for 
United  Press  International.  From  UPI  he  eventually  moved  over  to 
McGraw-Hill's  Washington  bureau  where  he  speciahzed  in  taxation 
developments. 

Srodes'  boss.  Bureau 
Manager  James  Flanigan 
(right),  also  brings  a 
broad,  if  quite  different 
background  to  bear  on 
his  job.  Jim  Flanigan,  34, 
joined  Forbes  4Yi  years 
ago  after  7/2  years  on 
the  now-defunct  Herald 
Tribune  in  New  York  and  Carroll,  Srodes  and  Flanigan 

in  Paris.  Flanigan  has  la- 
bored for  Forbes  in  New  York  and  Washington,  and  served  as  Los 
Angeles  bureau  manager  before  moving  to  Washington  in  February. 
Along  the  way  he  did  a  wide  range  of  major  stories:  the  Pacific  Basin; 
Anheuser-Busch;  Litton  Industries'  shattered  image;  the  coming  bust 
in  the  new-issues  market  (1969). 

The  third  member  of  our  Washington  staff  is  Florence  (Mrs.  Charles) 
Carroll,  who  has  been  with  the  bureau  since  it  was  started  seven  years 
ago.  Born  in  Argentina,  Florence  worked  for  the  World  Bank  before 
coming  to  Forbes. 

Like  Forbes'  other  two  editorial  outposts  (in  Los  Angeles  and  in 
London),  the  Washington  bureau  serves  two  chief  functions:  As  a 
listening  post  in  the  nation's  capital,  it  looks  for  early  trends  that 
could  be  important  to  the  business  and  investment  affairs  of  our  readers, 
and  develops  these  into  articles.  Second,  on  assignment  from  New 
York,  the  bureau  researches  governmental  aspects  of  major  stories 
being  written  in  New  York. 

All  this  keeps  the  bureaus  more  than  busy.  Bureau  Chief  Flanigan 
wrote  the  lead  article  for  this  issue  ("Another  SST?",  p.  21)  on  the 
move  to  pour  big  federal  money  into  an  artificial  port;  he  also  inter- 
viewed a  prospective  "Money  Man."  Jim  Srodes  did  a  "Faces  Behind 
the  Figures"  on  the  new  ombudsman  the  Commerce  Department  has 
taken  on,  and  extensive  reporting  for  the  New  York-written  cover 
story  on  Eli  Lilly  &  Co.  Florence  Carroll  did  reporting  for  four  other 
Forbes  articles. 

You  can  see  why  we  need  people  with  varied  backgrounds  for  our 
bureaus.  And  why  the  photographer  had  so  much  trouble  getting  our 
three  Washingtonians  in  one  place  at  one  time.  ■ 


This  keeps  the  branch  office 
a  few  days  behind  the  home  office. 


KEROX  *N0  TELECOPIER  «RE  REGISTERED  TRADEMARKS  OF  XEROX  CORPORATION. 


Telecopier  keeps  the  branch  office 
four  minutes  behind  the  home  office. 


When  a  few  days  by  mail  is  too  long, 
or  a  few  errors  by  wire  are  too  costly, 
you're  ready  for  a  Xerox  Telecopier. 

In  four  minutes  or  less  you  can  send 
a  copy  of  any  letter,  diagram  or  picture 
from  your  off  ice  to  any  other  office.  Across 
town  or  across  the  country. 

Using  a  Telecopier  transceiver  is  as 
easy  as  talking  by  phone.  In  fact,  you  talk 
on  the  phone  first.  Then,  slip  your  mes- 
sage into  the  Telecopier  and  put  your 
phone  receiver  on  the  Telecopier  cradle. 
You're  done. 

Minutes  later  an  exact  copy  rolls  out 


of  the  Telecopier  at  the  other  end.  You 
can  hardly  tell  it  from  the  original. 

Improving  your  communications 
with  a  Xerox  Telecopier  can  mean  much 
quicker  decision  making.  And  quicker 
customer  service.  You  can  have  sales 
orders,  supply  specifications,  service  or- 
ders, or  design  changes  delivered,  error- 
free,  before  your  competition  is  out  of 
the  "out"  box. 

Doing  business  that  much  faster  is 
far  from  expensive.  You  can  put  Xerox 
Telecopier  on  your  payroll  for  less  than 
two  dollars  a  day.  Hire  one  today. 


XEROX. 


Europe's  largest, 

Spain's  most  modern 

convention,  business 

and  pleasure 

oriented  hotel 


The  Melia  Castilla 

the  city  within 

a  city  in  the  heart 

of  Europe's 

convention  city 

-  Madrid  - 

Especially  designed  and 
constructed  for  business  and 
pleasure.  Ideally  suited  for 
conventions,  congresses  and 
business  meetings.  13,600 
square-foot  Convention  hall, 
smaller  meeting  rooms,  pri- 
vate offices  with  secretarial 
service. 

1,000  luxury  rooms  and  suites 
v^ith  private  bath  and  T.  V... 
And  for  your  relaxation, 
shopping  arcade,  night  club, 
swimming  pool,  sauna  and 
15  more  luxurious  hotels  loca- 
ted in  Spain's  finest  resorts: 

MQlia  Hotels 

OF  SPAIN 


EUROPE'S  FASTEST 
GROWING  HOTEL  GROUP 


Hotel  MELIA  TORREMOLINOS  -  Hotel  MELIA  MADRID  - 
Apartotel  MELIA  MA6ALUF  (Mallorca)  -  Hotel  MELIA 
CORDOBA  -  Motel  MELIA  EL  CA8ALL0  BLANCO  (Puerto 
de  Santa  Maria  -  Jerez)  -  Hotel  MELIA  GRANADA -Mo- 
tel MELIA  EL  HIDALGO  (Valdipenas  -  Castilla)  -  Hotel 
A6UADULCE  (Almerla)  -  Hotel  S'ARGAMASSA  (Ibiza)  - 
Hotel  CARIBE  (Almunecar- Costa  del  Sol)-HolelMORE- 
QUE  (Tenerife)- Hotel  SOL  Y  NIEVE  (S.erra  Nevada)  - 
Hotel  OLIO  MELIA  (ValladoUd)  -  Apartotel  MELIA  CASTI- 
LU  (Madrid)  -  Hotel  MELIA  MALLORCA-  Hotel  MEUA 
DON  PEPE  (Marbella) 

Reservations  available  through  all  leading 
travel  agents  In  your  country.  Or:  Utell  In- 
ternational-Essex House -New  York,  N  Y 
10019 -Tel:  212  Plaza  72981.  Or  write  toi 
Manuel  Coronado,  V.  P.  Marketing,  Melia 
Hotels(Melia  Building),25  Princess  St.  Ma- 
drid-8,  Spain.  Tel.  2485800,  Telex:  27333 
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Trends 

&.  Tangents 
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FOREIGN 


Shrinking  Gap 

While  diplomats  for  both  na- 
tions argued,  United  States  trade 
with  Japan  during  the  past  year 
narrowed  the  troublesome  deficit 
between  the  amount  of  American 
goods  sold  over  there  and  the  in- 
flow of  Japanese  goods  to  domestic 
markets.  Latest  figures  show  U.S. 
exports  rose  33%  during  1970,  to 
$4.64  billion— nearly  double  the  in- 
crease of  1969.  Imports  of  Japanese 
goods  increased  by  a  steady  20% 
during  the  year  t«  reach  $5.87  bil- 
lion. Transportation  equipment, 
electrical  machinery  and  computer 
sales  led  the  strong  U.S.  advance, 
which  boosts  the  American  share 
of  total  Japanese  foreign  purchases 
from  27%  to  29%. 


WASHINGTON 


Paul  Bunyan  Trouble 

The  antipollution  campaign  has 
zeroed  in  on  an  unexpected  target 
recently— the  fabled  lumberjack  and 
his  annual  log  drives  downriver 
from  forest  to  sawmill.  The  Justice 
Department  has  entered  several 
suits  charging  obstruction  and  pol- 
lution of  Maine's  Kennebec  River 
by  the  downstream  navigation  of 
tremendous  quantities  of  logs.  Spe- 
cifically, the  agency  charges  that 
during  log  drives  a  considerable 
amount  of  bark  peels  off  and  sinks 
to  the  bottom,  where  it  releases 
acids,  decays  and  "degrades  the 
quality  of  the  water."  The  suit 
was  the  first  of  its  kind  brought 
under  an  obscure  1899  act  barring 
pollution  of  navigable  streams. 

Coining  Money 

Wonder  of  wonders,  the  United 
States  Government  is  actually 
showing  a  profit  on  something- 
seigniorage,  the  difference  between 
the  face  value  of  a  coin  and  the 
cost  of  the  metal  in  the  coin.  The 
difference  is  shown  on  Treasury  De- 
partment books  as  a  profit.  Prior 
to  1966,  when  silver  was  used  in 
most  coins,  the  profit  was  slight. 
But  since  the  U.S.  started  minting 
copper-nickel  "sandwich"  coins,  al- 
most $2.4  billion  in  profits  have 
come  in.  For  example,  the  old  sil- 


ver dime  had  over  9  cents'  worth 
of  silver  in  it  and,  after  manufac- 
turing costs,  seigniorage  profit  was 
less  than  half  a  cent.  But  the  new 
clad  dime  has  only  4.5  cents'  worth 
of  metal,  which  means  the  Govern- 
ment makes  over  a  nickel  profit  on 
everv  dime  it  coins. 


BUSINESS 


Keeping  If  Quiet 

When  a  company  has  a  record 
sales  year  but  loses  a  lot  of  money, 
you  can  hardly  blame  it  for  trying 
to  bury  the  losses  under  a  pile  of 
verbiage.  For  instance,  when  Wal- 
ter Kidde  &  Co.,  the  New  Jersey 
conglomerate,  issued  a  press  re- 
lease that  1970  revenues  were 
$818  million,  up  3%  from  1969,  one 
had  to  read  through  four  para- 
graphs before  discovering  that  Kid- 
de's  net  loss  last  year,  after  extraor- 
dinary items,  was  $37.6  million. 

Eggshells  &  Battering  Rams 

The  long-time  hostility  between 
the  auto  industry  and  the  auto  in- 
surers is  reaching  the  point  of  open 
warfare,  to  judge  from  recent  Sen- 
ate testimony  by  Dr.  William  Had- 
(Continued  on  page  89) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
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Build  a  belter  booster, 

and  the  world  will  beat  a  path  to  your  door. 


The  McDonnell  Douglas  Delta 
has  launched  satellites  for 
the  United  States,  Great  Britain, 
Comsat,  NATO,  Canada  and 
Japan.  The  Delta  part  of  the 
Thor/Delta  fannily  of  launch 
vehicles  was  created  to  meet  a 
NASA  request  for  a  launch 
system  with  unheard  of  reliability. 
Now,  Delta  and  Thor  have 
launched  more  satellites  than  all 
other  launch  systems  combined. 
And  more  and  more,  worldwide 
space  satellite  users  are  relying 
on  Thor/Delta  as  our  engineers 
continue  improving  them, 
lowering  the  cost  of  putting 
a  satellite  into  orbit,  n  We  built  a 
better  fighter  aircraft  and  the 
same  thing  happened.  Today,  our 
F-4  Phantoms  are  the  choice 
of  the  U.S. Navy,  Marines,  and  Air 
Force  and  eight  other  friendly 
countries.  Our  rugged  A-4 
Skyhawk  is  also  in  service  with  the 
U.S.  and  several  other  Free  World 
nations,  n  Our  worldwide  "DC" 
airliner  reputation  began  in  the 

early  Thirties.  Now 
McDonnell  Douglas 
DC-8,  DC-9  and 
DC-10  jetliners  are 


the  choice  of  more  than  60 
leading  airlines  throughout  the 
world,  n  One  of  the  latest  by- 
products of  our  aerospace 
expertise  offers  new  safety  to  air 
travelers  everywhere.  It's 

our  EROS 
Collision 
Avoidance 
System, 
which  promises  an  eventual  end 
to  mid-air  collisions  and  warns 
pilots  away  from  hazardous 
ground  obstacles.  EROS  has 
been  offered  to  major  airlines, 
and  later  this  year  we'll 
demonstrate  a  compatible 
system  for  small  general  aviation 
airplanes,  n  Just  a  few  of  the 
things  which  make  us  a  stronger 
aerospace  company  are:  export 
sales  of  $2.6  billion  in  the  last 
4  years;  diversity  within  our 
traditional  markets;  and 
our  success  with  commercial 
computer  services.  To  learn 
more  about  growing,  worldwide 
programs  at  McDonnell  Douglas, 
write  for  our  Annual  Report,  Box  14526, 
St.  Louis,  Missouri  63178.  ^"^     ^ 
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faiyes^ate  our 
liquid  assets 
over  lunch. 

You'll  find  the  Plymouth  martini  a  sound 
investment.  Just  OS  your  English  counterparts  have 
Since  1 793,  the  British  hove  realized  the  virtues 
of  Coates &  Co.'s  crisp,  extra-dry  94. 4proof  gin. 

Things  are  no  different  today. 

We  still  distil  I  with  the  softest,  purest 
v^oter.  And  prized  ingredients, 
ordered  from  different  sources 
to  preserve  our  secret  recipe. 

Discover  the  gin  that 
was  said  to  be  a  favorite  of  the 
British  Admiralty. 

Order  a  Plymouth  martini. 
A  capital  idea. 

Plymouth  Gin  goes  public. 

94.4  Proof.  100%  Groin  Neutrol  Spirits,  Schenley  Imports  Co.,  N.Y..  N  Y   €'10 
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DETROIT  EDISON  REPORTS 


Company  Policy  on  Rotes 
for  Electric  Service 

In  its  1970  Annual  Report  Detroit  Edison  spells  out  its  determination  to 
maintain  a  proper  rate  of  return  on  its  shareholders'  investment . . . 
Notwithstanding  our  history  of  having  made  many  rate  decreases 
between  1948  and  1970,  we  will  not  delay  applying  for  rate  relief  when 
earnings  do  not  keep  pace  with  rising  costs  and  interest  rates.  Our  com- 
mitment to  investors  and  the  necessity  to  finance  our  construction 
program  requires  this  position.  We  do  not  like  rate  increases  in  that  they 
may  lessen  our  ability  to  compete  in  the  energy  market.  However,  we  will 
seek  further  increases  promptly— as  circumstances  require. 

61  Years  of  Uninterrupted  Dividends 

Paid  April  15,  1971,  to  shareholders  of  record  March  25,  1971: 

•  248th  consecutive  dividend  on  Common  Stock— 35^  per  share 

•  14th  consecutive  dividend  on  51/2%  Series  Convertible  Cumulative 
Preferred  Stock— $1,375  per  share 

•  Second  dividend  on  new 9.32%  Series  Cumulative  Preferred  Stock— 
$2.33  per  share. 

DETROIT   EDISON 

Serving  Growing  Southeastern  Michigan 


READERS  SAY 


Mistaken  Identity 

Sir:  Tenneco  has  not  discussed,  and 
has  no  intention  of  discussing,  a  possible 
merger  between  the  British  Burmah  Oil 
Co.  and  Tenneco  ( Overseas  Commentary, 
April  l,p.68). 

— N.W.  Freeman 

President, 

Tenneco  Inc. 

Houston,  Tex. 

Sir:  ...  a  case  of  mistaken  identity. 
The  Burmah  Oil  Co.  Ltd.  and  Continen- 
tal Oil  Co.  have  entered  into  negotiations 
to  combine  their  assets  and  operations 
into  a  new  multinational  company. 

You  also  mention  that  the  new  com- 
pany would  be  an  American  corporation. 
While  the  new  company  would  be  in- 
corporated in  the  U.S.  for  operational 
reasons,  it  is  expected  that  the  resulting 
corporation  would  be  essentially  British- 
American  in  ownership,  in  the  composi- 
tion of  the  board  and  in  management. 

— RUDDICK  C.  L.'^ WHENCE 

Vice  President, 

Public  Relations  &  Public  Affairs 

Continental  Oil  Co. 

New  York,  N.Y. 

Play  Ball? 

Sir:  I  am  not  in  agreement  with  you 
on  all  counts  [of  your  baseball  story, 
April  1].  Too  bad  you  did  not  have  more 
time  to  spend  with  me  or  I  might  have 
converted  you. 

—Walter  F.  O'Malley 

Chairman, 

Los  Angeles  Dodgers 

Vero  Beach,  Fla. 

Sir:  Loved  tlie  cover!  More  important, 
\'Our  story  was  well  done. 

—Bill  Veeck 
Easton,  Pa. 

Sir:  The  real  problem  in  baseball  is 
the  total  lack  of  enthusiasm  of  so  many 
players.  They  stand  out  on  the  field  like 
robots— no  spark,  no  life.  Who  can  get 
e.vcited  over  a  player  who  exudes  only 
boredom? 

—Warren  Helincsley 
Sea  Cliff,  N.Y. 

Fringe  Benefits 

Sir:  Foiuses'  article  supporting  water- 
way "user  charges"  { Mar.  1 )  neglects  to 
identify  the  beneficiaries  of  toll-free  wa- 
ter transportation.  By  way  of  illustra- 
tion, you  use  photographs  showing  a  mo- 
torist paying  a  bridge  toll  and  a  barge 
tow  transiting  a  toll-free  lock.  This  com- 
parison is  faulty.  The  motorist  has  got  to 
be  the  primary  beneficiary  of  his  trip 
over  the  bridge.  Our  studies  show  that 
the  benefits  of  the  [low  cost  of  the] 
barge  tow's  toll-free  lock  passage  are 
widely  difi'usrd  throughout  the  popula- 
tion and  economy. 

One  illustration  of  this  diffusion  of  ben- 
(Contiiuicd  on  page  90) 
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ihosphorus  used  to  seem  like  magic, 
back  in  Chemistry  I. 

Expose  it  to  air  and  it  catches 
on  fire,  remember? 

Now  we've  made  phosphorus  seem 
like  magic  again. 

We've  turned  it  into  a  fire-retardant. 

It's  a  Monsanto  product 
called  Phos-Chek',  that's  used 
in  fighting  brush  and  forest  fires. 
Dropped  from  a  plane  or  copter, 
it  produces  a  barrier  that  puts 
out  the  fire,  then  does  a  couple 
of  nearly  unbelievable  things. 

It  helps  keep  the  area 
safe  from  further  fire. 

It  fertilizes  the  ground 
for  new  seedlings. 
Phos-Chek' fire-retardant  is  just  one  of  the 
many  kinds  of  products  coming  from  the 
new  Monsanto  Company. 

Starting  seventy  years  ago  as  a  simple 
chemical  factory,  Monsanto  has  grown  every 
year  with  new  knowledge. 

And  each  new  thing  learned  has 
widened  our  horizons. 

The  result  today  is  a  company  that's 
involved  in  areas  as  diverse  as  swine  genetics 
and  electronics,  fashion  fibers  and  steel, 
environmental  engineering  and  plastic  packaging. 
Ideas  just  seem  to  catch  fire 

at  Monsanto :  the  science  company. 


FOR  MORE  INFORMATION  ABOUT  MONSANTOS  FIRE-RETARDANT  PRODUCTS,  WRITE  BOX  327E13,  MONSANTO  COMPANY,  800  N.  LINDBERGH  BLVD.,  ST.  LOUIS,  MISSOURI 


America's 
No.1  Spaceman 

tells  how  to  survive  in 
Inner  Space. 


Daniel  H  Overmyer 

Chairman,  D  H  Overmyer  Co  .  Inc 

The  nations  largest  space-leasing  lirm. 


'Inner  Space  is  the  space  devoted  to  the 
storage,  handling  and  distribution  of 
products.  It's  the  last  frontier  of  major  cost 
savings.  The  place  where  the  competitive 
battle  of  the  seventies  will  be  fought. 

"Survival  in  Inner  Space  will  demand 
mobility.  The  ability  to  use  space  when 
and  where  it's  needed.  To  fit  the  needs 
of  a  particular  product.  The  characteristics 
of  a  particular  market.  Mobility  to 
expand  space  in  growing  markets. 
Cut  the  cost  of  excess  space  in  mature 


markets.  All  while  keeping  capital 
investment  costs  to  a  minimum. 

"It's  the  need  of  American  business  for 
mobility  in  Inner  Space  that  led  to  the 
Overmyer  space  program.  A  program 
that  lets  you  move  space  from  market 
to  market.  Retrofit  the  space  to  your 
specific  product  needs.  All  in  a  matter  of 
hours.  And  without  spending  a  cent 
on  new  construction. 

"Overmyer  has  space  centers  in  over 
1 25  major  markets  in  the  U.  S.  and 
Canada.  And  a  growing  number  of 
centers  in  Europe.  Space  in  modern 
buildings  with  high-cube  ceilings  and 
tailgate-height  floors.  Located  on 
key  rail  lines.  Major  truck  routes. 

"And  Overmyer  has  space  men.  A 
team  of  expert  warehousemen  who  can 
provide  complete  handling  services  for 
lease  and  public  warehouse  customers. 
Office  and  supervisory  services. 
Even  office  equipment. 

"All  tied  together  by  a  communications 
network  that  lets  you  call  New  York 
for  space  in  New  Orleans.  Cancel  space 
in  Miami  and  add  it  on  in  Memphis. 

"Space  leased  by  a  flexible  contract 
program.  For  terms  as  short  as  a  month. 
Or  as  long  as  needed.  A  program 
built  to  grow  with  you.  That  gives  you 
public  warehousing  space  when  you 
open  a  market.  Lease-handling  services 
as  your  business  grows.  Straight  lease 
when  you  decide  to  bring  your  own 
people  into  the  area.  Even  build-to-suit. 

"Space  mobility.  The  secret  of 
survival  in  Inner  Space. 

"Call  Overmyer  Space  Control 
and  launch  your  space  program." 


D.H.  Overmyer:  The  Men  From  Inner  Space 

(212)  661-8771. 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


DOW  JONES  OVER   1000  MARK 


It  happened,  you  know. 


Whether  the  market  sinks  sensationally  or  surges  spec- 
tacularly, ever\one  constantly  relates  the  Dow  Jones  av- 
erage of  the  moment  to  its  distance  from  or  nearness  to 
the  1000  mark.  It  has  become  a  sort  of  magic  number. 

But  most  seem  to  forget  that  the  market's  been  there 
once  already. 


Five  years  ago.  Jan.  18,  1966,  during  the  day  the  DJ 
industrial  average  reached  a  high  of  1000.50.  Because  the 
market  closed  that  day  with  the  Dow  Jones  at  994.20, 

most  records  don't  reflect  the  fact. 

*      »      »      * 

Speculation  is   again   rampant   that   the   1000   mark 
could  be  pierced— for  a  second  time. 

Personally,  I  cannot  think  of  any  good  reason  why. 


A   DANGER  GREAT  AND   REAL 


Although  it  is  often  said  that  nothing  sounds  sweeter 
to  a  person  than  his  own  name,  it  looks  like  this  music 
will  be  heard  less  and  less. 

The  computer,  along  with  all  its  other  wondrous  ac- 
complishments, has  reduced  us  all  to  digits. 

And  therein  lies  a  danger  great  and  real. 

Do  you  know  what  one  or  more  Washington  D.C. 
master  computers  says  of  you?  For  that  matter,  do  you 
know  what  the  local  one  says  of  your  credit?  Says  about 
your  character  or  lack  of  it? 

Computer  data  banks  aren't  collecting  data'for  no  pur- 
pose and  no  profit.  Like  any  business  or  bank,  they  sell 
what  they  contain  for  use  and  at  a  profit  or  for  a  purpose. 

One  of  the  more  memorable  times  of  the  many  times  that 
my  wife  has  had  occasion  to  be  irked  with  her  husband 
occurred  on  one  of  her  very  rare  safaris  into  New  York  City 
to  do  some  shopping  at  Bloom  in  gdale's.  Being  a  Scotsman 
who  hates  to  part  with  actual  folding  money,  I  suggested 
she  use  our  Bloomingdale  credit  card.  She'd  no  sooner 
completed  her  sale-priced  purchases  and  produced  the 
credit  card  than  she  found  herself  being  politely  but 
firmly  escorted  upstairs  to  the  credit  department.  There, 
a  sour-faced  matron  literally  grabbed  the  card  from 
her  hands,  took  a  scissors  and  cut  it  in  half,  observing 
that  they  had  been  looking  for  it,  and  her,  for  some  time. 

Now  my  bride  of  25  years  is  quite  §hy,  quite  retiring— 
but  1  want  you  to  know  that  her  telephone  call  to  me  from 
the  Bloomingdale  credit  department  reflected  none  of  her 
normal  restraints. 


It  developed  that  months  earlier  a  few  of  some  things 
purchased  had  arrived  broken  and  had  been  returned  for 
credit.  The  computer  didn't  get  the  word  and  month  after 
month  had  been  flashing  us  up  as  dangerous  mountebanks 
running  amuck  with  a  creditless  Bloomingdale  credit  card. 

I  cite  and  oversimplify  this  tale,  not  because  it's  unique, 
but  because  practically  everyone  can  top  this  computer 
story  with  a  worse  experience  of  his  own. 

There  is  just  no  way  in  the  days  and  decades  to  come 
that  our  digits  won't  increasingly  dominate  our  lives.  Our 
numbers,  not  our  names,  now  and  for  the  rest  of  our  days 
on  earth  are  what  will  matter. 

So  if  simple  justice  is  to  prevail  in  this  land  of  cherished 
individuality  and  individual  rights,  computer  input  and 
output  must  be  as  subject  to  law,  regulation,  control  as  any 
thing  or  anyone  else.  Computer  feeders  must  be  subject  to 
vigorous  scrutiny,  held  vigorously  to  account  for  wrong  as 
well  as  error. 

Today,  thank  heavens.  Congress  is  working  at  the  prob- 
lem. Congressman  Koch  of  New  York  City  and  Senator 
Bayh  of  Indiana  have  measures  in  the  hopper  that  would 
make  every  government  computer-keeping  agency  tell  any 
citizen  on  whom  they're  keeping  a  record,  that  the  record  is 
there;  provide  him  a  printout  so  that  he  may  correct  errors, 
refute  refutable  statements,  and  forbid  the  passing  on  of 
such  data  without  the  citizen's  permission. 

That's  the  sort  of  thing,  the  sort  of  direction,  the  sort 
of  law  that  must  be  enacted  on  multiple  levels  before  our 
individual  freedoms  are  strangled  by  digits  in  data  banks. 
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It's  absolutely  criminal  the  way  people  charged  with 
unmurderous  crime  can  and  do  stay  jailed  for  weeks  and 
months  and  sometimes  years  before  their  cases  come  to 
trial  or  judgment. 

It's  wonderful  and  quite  extraordinary  the  way  the 
present  Chief  Justice  of  the  United  States  is  leading  the 
fight  to  speed  the  day  of  judgment  for  those  charged  with 
breaking  the  law. 


IT'S  CRIMINAL 

Undue  delay  every  day  diminishes  the  chance  for  ac- 
tual justice  for  the  individual  charged.  Crime  is  little  de- 
terred when  the  Day  of  Judgment,  the  Day  of  Reckoning 
lies  in  a  relatively  distant  future. 

.  If  this  Chief  Justice  can  affect  real  court-and-jail  reform 
he  will  have  done  more  to  make  this  in  fact  a  Land  of 
Liberty  and  Justice  for  All  than  anyone  since  the  Founding 
Fathers  penned  that  noble  intention. 


FIRED  UP 


It's  not  often  that  a  man's  undoing  can  be 
his  making. 

But  that's  the  case  with  Charles  Luckman. 

Passing  by   the   Lever   Building   the   other 
day  reminded  me  of  his  unique  story. 

A  whiz  at  soft-soaping  soap  buyers,  Charles 
Luckman  was  cleaning  up  as  CEO  of  Lever's 
U.S.  operations— until  he  started  devoting  too 
much  time  to  the  design  and  construction  of 
their  new  corporate  headquarters  at  52nd 
Street  and  Park  Avenue.  Under  his  inspired  guidance,  this 
extraordinarily  handsome  building  turned  out  to  be  the 


first  and  one  of  only  two  beautiful  postwar 
Park  Avenue  structures. 

Luckman's  architectural  triumph  apparently 
was  at  the  cost  of  share  of  the  soap  market 
for  Lever  Brothers,  and  he  was  squeezed  out. 

From  the  clean  skin  and  teeth  business, 
Luckman  went  West  and  hung  out  his  shingle 
as  an  architect.  Charles  Luckman  Associates 
subsequently  became  one  of  the  most  success- 
ful major  architectural  firms  in  the  country. 
As  I  mentioned  at  the  beginning,  it's  not  often  a  man's 
undoing  can  be  his  making. 


QUOTES 


WH,  Unintended  &  Intended 

A  while  back,  just  after  a  subway  strike  that  totally 
discombobulated  New  York  City,  the  Transport  Workers 
Union  issued  a  statement  objecting  to  the  creation  of  one- 
way traffic  on  main  avenues.  Said  their  spokesman  with  a 
straight  face:  "We  find  that  it  causes  great  inconvenience 
to  people,  particularly  the  aged  and  hospital-bound,  who 
are  forced  to  walk  an  extra  block  to  their  destinations.  .  .  ." 

On  the  Beautiful  People 

Marylin  Bender  writes  on  the  "beautiful  people"  in  a 
book  of  that  name:  "To  be  in  fashion  means  to  try  hard 
to  make  the  clock  stand  still.  Arrested  development  is  the 
essential  pop  fashion." 

from  Our  Sports  File 

John  Galbraith,  among  other  things  the  owner  of  two 
Kentucky  Derby  winners:  "There's  one  nice  thing  about 
winning  a  Kentucky  Derby  with  a  horse.  You  don't  have 
to  feed  him  any  more  the  day  after  the  race  than  you  fed 
him  the  day  before  the  race,  and  you  don't  have  to  sign 
him  up  for  next  year." 

New  Twist 

L.  E.  Sissman  in  The  New  Yorker:  "Europe  has  pas- 
senger trains  that  run  on  time;  we  have  no  passenger 
trains  to  speak  of.  Europe  has  workable  plans  to  deal  with 
air  and  water  pollution;  we  have  none.  Europe  has  equita- 
ble medical  care  that  cures  illness  (as  evidenced  by  a 
death  rate  lower  than  ours  and  a  life  expectancy  longer  than 
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ours)  at  a  price  the  state  and  its  people  can  afford;  we 
have  none.  Europe  has  television  programming  for  all  seg- 
ments of  the  audience;  ours  is  nearly  all  for  the  mass  alone. 
And  so  on." 

From  the  Definitions  File 

A  columnist's  definitions:  "One  man's  cookie  is  another 
guy's  tart."  And,  "Girls  are  what  women  over  40  call 
each  other." 

High  Camp 

Jerry  Delia  Femina,  the  bon  mot-er  of  advertising's 
Creative  Boutiques:  "I'm  thinking  of  franchising  my  name. 
For  $3,000  anyone  can  call  himself  Jeny  Delia  Femina." 
In  her  priceless,  pungent  prose,  Gael  Greene  further  dis- 
cusses the  scene:  "With  coffee,  Delia  Femina  asked  for 
lemon  peel.  With  fine  flourish  he  ignited  a  match,  held  it 
to  the  folded  peel  and  tossed  it  into  his  demitasse.  'This 
always  impresses  people,'  he  assured  me.  'Sometimes  I 
toss  the  peel  away  and  throw  the  match  into  my  cup.'  " 

Movers  &  Shakers 

One  who  knows  him  described  one  of  bankrupt  du  Pont 
heir  Copeland's  partners,  Thomas  A.  Shaheen,  thusly:  "He 
could  talk  the  Pope  into  financing  a  Mormon  tabernacle." 

The  original  John  D.  Rockefeller  once  made  this  observa- 
tion, which  in  a  sense  provides  a  raison  d'etre  for  Forbes: 
"Next  to  knowing  all  about  your  own  business,  the  best 
thing  is  to  know  all  about  the  other  fellow's  business." 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


To  know  the  future, 
you  must  understand  the  past. 


We're  offering  you  the  past — 
for  free.  We've  accumulated  the 
facts — how  much  was  borrowed, 
for  what,  by  whom.  All  the  statis- 
tics for  the  last  8  years,  put  into  a 
book  we  call  The  Investment 
Outlook  for  1 97 1. 


The 

Investmen 

Outlook 


1971 


It  gives  you  clear,  cross-refer- 
enced statistics  on  every  aspect 
of  the  credit  markets:  govern- 
ment securities,  mortgage  financ- 
ing, corporate  bonds  and  stock 
issues,  and  many  other  categories. 

Don't  misunderstand  us. 

This  book  won't  tell  you  how 


to  make  a  quick  S500  in  the  stock 
market  (as  if  any  book  could!) . 

This  book  is  for  corporate 
heads,  financial  officers,  invest- 
ment managers  and  such.  People 
who  need  to  have  detailed  infor- 
mation about  the  past,  to  help 
them  direct  the  future  of  their 
companies  in  the  soundest,  most 
effective  ways. 

If  our  statistics  bore  you, 
our  projections  won't. 

Our  Investment  Outlook  staff 
goes  in  for  brain  picking.  Partic- 
ularly the  brains  of  leaders  in 
investment  fields.  We  also  special- 
ize  in  hounding  Government 
agencies  for  their  records   and 
findings.    Plus   we   hunt   and 
scratch  to  dig  out  the  thousands 
of  niggling  numbers  and   facts 
which,  combined,  paint  the  pic- 
ture of  the  national  economy. 

From  these  stacks  of  assorted 
minutiae,  statistics,  opinion,  and 
theory,  we  come  to  some  conclu- 
sions of  our  own. 

Which  we  present  in  The  In- 
vestment Outlook. 

Our  conclusionSjOf  course,  H 
aren't  always  right.  In  fact,  H 
on  occasion,  we're  even  W 
wrong.Whichis  why  we  pre-    ^ 


sent  the  facts  along  with  our 
opinion,  and  urge  you  to  draw 
your  own  conclusions. 

But — in  case  you  didn't  see  last 
year's  Outlook — we  projected  a 
soggy  economy  with  an  active 
bond  market  in  1970. 

What's  good  for  the  goose 
is  good  for  the  gander. 

In  the  20-odd  years  of  compil- 
ing The  Investment  Outlook, 
we've  learned  a  lot. 

So  we  can  help  our  customers 
more  efficiently  and  be  of  greater 
assistance  with  their  financial 
planning. 

But  then,  why  give  away  our 
advantage? 

We  think,  if  you  read  and  study 
The  Investment  Outlook,  you'll 
find  it  helpful. 

And  we  hope  that  each  time 
you  find  it  helpful,  you'll  think 
kindly  of  Bankers  Trust. 

After  all,  what  greater  reward 
could  a  bank  ask? 

If  you  would  like  to  receive  a 
copy  of  The  Investment  Outlook, 
please  write  on  your  company  let- 
^B  terhead  to  Bankers  Trust 
^1  Company,  Post  Office  Box 
^  9247,  New  York,  N.  Y. 
^M      10049. 


%u'll  find  a  banker  at  Bankers  Thist. 


Member  Federal  Oeposil  Insuiance  Coiporalion  ©  BanK 


Trust  Company 


Asbestos 

It's  in  brake  linings  on  83,000,000  U.S.  cars  for  times  like  this. 

It's  dusk.  Everybody's  doing  60.  Visibility  is  at  its  worst. 

And  there's  not  much  room  between  cars.  Suddenly  asbestos 

becomes  an  important  thing  in  your  world.  The  reason:  it's  the 

basis  of  all  efficient  brake  linings.  The  basis  of  a  sure,  safe  stop. 

Asbestos  is  a  unique  material -incombustible,  lightweight 

and  tough.  Indispensable  for  hundreds  of  protective 

uses-in  vehicles,  in  public  buildings,  in  homes,  on  ships 

at  sea,  in  aerospace. 

Without  asbestos,  life  for  all  of  us  would  be  a  lot 

more  hazardous. 

irTi  Johns-Manville 
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Another  SST? 


Defeat  of  the  SST  bodes  ill  for  yet  another  proposal  to  use  massive 
federal  funds  to  help  industry— a  vast  new  artificial  deep-water  port 


I 

I 


The  suptHSOMC  tkansfokt  is  yester- 
day's news;  the  next  debate  over  fed- 
eral subsidy  for  the  needs  of  U.S.  in- 
dustry could  well  revolve  around  the 
U.S.'  lack  of  deep-water  ports  to  ac- 
commodate modem  bulk  shipping.  The 
debate  will  center  on  whether  the  U.S. 
should  spend  public  money  to  con- 
struct an  offshore  artificial  island 
terminal  to  service  the  huge  tankers 
and  bulk  carriers  that  are  increasingly 
the  norm  in  world  c(jmmodity  trade. 
The  first  price  tag,  and  it  has  a  very 
SST  scale:  $1  billion  in  federal  money. 
•The  ultimate  price  could  be  much 
higher. 

World  shipping's  economies  of  scale 
are  behind  the  problem.  The  stan- 
dard size  within  three  years  for  an 
OBO  (oil  bulk  ore)  carrier  will  be 
250,000  tons.  Tanker  sizes  have 
moved  well  above  that.  Yet,  by  an 
accident  of  geology,  no  port  in  the 
U.S.,  East  or  West  Coast,  can  handle 
such  ships.  But  five  ports  in  Canada 
can,  and  six  more  in  Japan  are  being 
made  ready  to  do  so.  The  port  of 
Rotterdam,  Europe's  largest,  is  geared 
to  big  ships  and  modifying  for  bigger 
ones.  So  are  France's  Dunkirk  and 
Norway's  Narvik.  Ports  of  origin  for 
raw    materials    along    the    coasts    of 


Brazil,  Alrica  and  Australia  are  be- 
ing built  up  to  handle  the  huge  ships. 
In  yet  another  field  the  U.S.  seems  to 
be  falling  behind.  But  the  larger  ques- 
tion is:  Should  the  U.S.  taxpayer  foot 
the  bill? 

"We  Goffa  Have  It" 

Of  all  industries,  the  merchant  ship- 
ping business  is  the  most  concerned, 
and  that  is  the  key  to  the  Govern- 
ment's involvement,  liecause  the  Nix- 
on Administration  proposed,  and  Con- 
gress last  year  passed,  the  Merchant 
Marine  Act  of  1970,  which  authorizes 
the  building  of  300  ships  in  ten  years 
with  the  aid  of  $2  billion  in  public 
funds,  supplemented  by  $3  billion  in 
private  capital.  To  be  economical 
when  they  are  built,  many  of  these 
ships  would  have  to  be  of  the  modern 
super  size.  Maritime  Administrator 
Andrew  E.  Gibson  is,  in  fact,  already 
arguing  in  Congress  that  it  only  makes 
good  sense  to  use  the  authorized  sub- 
sidies to  build  economical  ships,  mean- 
ing supertankers  and  the  like.  But 
such  ships  would  be  unable  to  enter 
any  U.S.  port.  A  U.S.  flagship  unable 
to  enter  a  U.S.  port  is  more  the  stuff  of 
satire  than  is  an  SST  ordered  to  fly 
slower  than  sound. 


Accordingly,  the  Maritime  Adminis- 
tration within  the  Commerce  Depart- 
ment has  just  let  a  study  contract  on 
an  ofl.shore  artificial  island  terminal  to 
accommodate  big  ships:  Dredging  ex- 
isting ports  to  70-  and  100-foot  depths 
would  be  both  prohibitively  expensive 
and  environmentally  unacceptable. 

Paul  Soros,  a  New  York-based  de- 
sign engineer  who  has  done  the  study 
work  on  most  of  the  major  new  ports 
in  the  world  and  who  has  received 
the  MARAD  (Maritime  Administra- 
tion) study  contract,  estimates  an 
open-sea  oftshore  terminal  would  cost 
$1  billion.  There  is  no  question  of  its 
paying  for  itself.  "If  you  tried  to  pass 
on  this  cost  in  a  freight  rate,  it  would 
be  impossible,"  says  Soros.  To  defray 
costs,  MARAD  will  also  consider  mul- 
tiple uses  for  the  terminal— nuclear 
power  plants,  sewage  processing,  an 
offshore  airport. 

The  campaign  for  the  spending  has 
already  started.  Dark  warnings  are  be- 
ing sounded  that  the  U.S.  coal  indus- 
try will  no  longer  be  able  to  export, 
that  the  U.S.  steel  industry  will  be 
reduced  to  rubble  because  of  higher 
iron  ore  costs,  and  that  the  U.S.  con- 
sumer will  have  to  pay  more  for  gaso- 
line because  the  oil  must  be  brought 
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to  these  shores  in  uneconomical  ships. 

But  is  the  artificial  island  really 
necessary?  As  with  the  SST,  this  is  a 
debatable  point. 

Lawrence  T.  Forbes,  vice  president 
for  coal  and  ore  traffic  on  the  Norfolk 
&  Western  Railway,  has  been  talking 
to  the  Japanese  steelmakers  who 
bought  28  million  of  the  70  million 
tons  of  high-quality  coking  coal  ex- 
ported from  the  U.S.  last  year.  What 
the  Japanese  want— and  may  get— is 
a  deepening  of  the  Norfolk  ship  chan- 
nel by  ten  feet.  This  would  enable 
the  port  of  Hampton  Roads  to  load 
140,000-ton  vessels.  This  would  cost 
over  $100  million.  The  dredging  would 
be  done  by  the  U.S.  Army  Corps  of 
Engineers,  who  are  now  studying  the 
project,  thereby  saving  the  Japanese 
any  capital  outlay.  But  are  Japan  and 
the  rest  of  the  world  hkely  to  stop 
buying  U.S.  coal  otherwise?  Probably 
not.  The  U.S.  exports  $950  million 
worth  of  coal  because  of  its  quality. 


not  its  price,  which  is  already  high. 

As  to  steel,  the  argument  for  the 
new  deep-water  island  runs  that  in 
supertankers  the  Japanese  can  now., 
bring  iron  ore  11,500  miles  from  Bra- 
zil for  the  same  price  American  steel- 
makers bring  iron  ore  3,200  miles 
from  Venezuela.  But  at  under  $10  a 
ton,  the  cost  of  iron  ore  is  hardly  the 
main  factor  in  a  $200-per-ton  price 
of  finished  steel. 

And  as  for  oil,  the  private  proposal 
for  an  offshore  terminal  in  Delaware 
Bay  made  by  Houston-based  Zapata 
Norness  Inc.  is  being  stymied  on  en- 
vironmental grounds  by  the  Governor 
of  Delaware.  The  idea  of  a  transship- 
ment point  in  Nova  Scotia,  Canada, 
which  has  a  natural  water  depth  of 
100  feet,  offers  a  more  promising  al- 
ternative. This  would  be  similar  to  the 
setup  Europe  now  enjoys  at  Bantry 
Bay,  Ireland,  which  receives  325,000- 
ton  tankers  from  the  Persian  Gulf  and 
dispatches  smaller  tankers  to  British 


and  European  ports.  The  idea  of 
Canada  taking  on  the  environmental 
problem  of  transshipping  oil  would  be 
acceptable  to  Americans  concerned 
about  the  effect  on  the  environment. 
Indeed,  Nassau-based  shipping  con-, 
sultant  Roger  M.  Jones  thinks  the  en- 
vironmental fei-vor  in  the  U.S.  will  be 
the  key  factor  in  Nova  Scotia's  becom- 
ing the  great  transshipment  port  for 
the  eastern  U.S.  in  the  next  decade. 

Stripping  the  issue  to  its  essentials, 
ft  would  seem  clear  that  the  deep- 
water  port  is  not  essential  to  the  U.S. 
coal,  steel  or  oil  industries,  but  would 
be  a  real  shot  in  the  arm— in  fact,  a 
necessity— for  an  economically  viable 
merchant  marine  to  which  the  Ad- 
ministration and  Congress  have  com- 
mitted the  nation.  For  this  reason  the 
deep-water  port  proposal  will  be  pow- 
erfully supported.  But  if  the  SST  de- 
feat is  any  yardstick,  powerful  sup- 
port is  only  the  beginning  of  the 
battle  these  days.  ■ 


Poker  Faces 

For  tanker  owners,  not  winning  is  not  at  all  the  same  thing  as  losing. 


Watching  the  behavior  of  tanker- 
owning  billionaires  as  tanker  rates 
plummet  is  like  looking  over  the 
shoulder  of  a  first-class  poker  player. 
Plummeting?  Yes,  plummeting.  Short- 
term  "spot"  tanker  rates  dropped  50% 
from  $4.5  million  to  around  $2.2  mil- 
lion for  a  -typical  spot  charter  on  a 
250,000  dwt.  tanker  for  a  30-day 
Persian  Gulf-to-Rotterdam  trip.  All  in 
the  space  of  eight  weeks. 

These  are  the  stakes  shipowners 
play  for.  Can  the  tanker  owners  af- 
ford the  risk?  Indeed  they  can.  At  the 
$4.5-million    spot    rate,     the    tanker 


owner  netted  a  $3.2  million  profit- 
enough  to  pay  off  his  $27-million 
tanker  in  nine  trips. 

Even  at  today's  rates,  the  profit 
would  still  be  around  $900,000. 

Still,  the  owners  had  to  be  poker- 
faced.  They  were  caught  in  the  dead- 
serious  struggle  between  the  oil-pro- 
ducing and  oil-consuming  nations. 

The  game  began  to  change  before 
Persian  Gulf  producers  settled  price 
hikes  in  Teheran  in  February.  Oil 
companies  had  taken  as  much  long- 
term  charter  by  that  time  as  they 
could  reasonably  foresee  necessary, 
and  spot  rates  began  to  soften.  Libya 
(Forbes,  Oct.  15,  1970)  had  still 
not  settled,  and  was  providing  the 
game  with  its  suspense.  The  oil  majors 
could  not  get  out  of  the  game,  they 
needed  Libyan  crude;  but  they  gam- 
bled—accurately as  it  happened— that 
Libya  would  indeed  settle,  would  not 
close  down  the  oil  fields.  All  this  bluff- 
counterbluff  was  further  softening  the 
spot  charter  markets— for  if  oil  majors 
believed  Libya  would  shut  the  tap, 
every  conceivable  tanker  would  have 
been  chartered,  for  any  period,  at  al- 
most any  price,  for  the  essential  Per- 
sian Gulf-to-Europe  haul. 

"Even  when  spot  rates  were  at  their 
worst,"  said  Roger  Jones  of  Nassau, 
Bahamas-based  Jones,  Bardelmeier 
and  Clements,  shipping  consultants, 
"the  tanker  owners  were  still  quoting 
the  same  old  fancy  rates  for  two-  and 
three-year  charters."  Many  ordinary 
businessmen    would    have    panicked. 
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After  all,  the  oil  companies  were 
pressuring  the  U.S.  Government  to  get 
involved  in  reopening  the  Suez  Canal, 
and  the  Organization  of  Arab  Petro- 
leum Exporting  Countries  (OAPEC) 
had  announced  it  intended  to  build  its 
own  tanker  fleet.  Exorbitant  1970 
rates  had  even  made  U.S.  oil  compa- 
nies cut  back  importing  to  the  U.S.; 
instead,  they  had  opened  the  crude 
taps  wider  in  Texas  and  Louisiana. 

Libya's  Qadhafi  laid  down  his  hand 
two  weeks  ago.  The  price  was  very 
high— to  the  oil  majors.  Libya  jacked 
up  prices  90  cents,  a  35%  rise,  from 
$2.55  a  barrel  to  $3.45  a  barrel.  But 
had  Libya  not  settled,  tanker  rates 
would  have  gone  tiirough  the  roof, 
the  hard-pressed  oil  companies  would 
have  had  to  pay  super  premium  rates, 
and  last  year's  golden  era  for  tank-  j 
ers  would  have  looked  commonplace 
by  comparison. 

After  Qadhafi  ended  the  hand,  the 
Tanker  Kings  went  home,  to  suburban 
Athens,  suburban  Taiwan,  suburban 
Hong  Kong,  suburban  Fjosanger,  Nor- 
way, knowing  that  rates  had  slowly 
started  up  from  the  "spot"  lows. 

But  they  had  dreams  of  what  it 
could  have  been.  A  Libyan  shutdown 
would  have  meant  money,  money, 
money.  The  professional  gamblers 
didn't  lose,  but  in  the  oil  game,  it's 
not  just  the  shipowners  who  are  be- 
coming sinewd  judges  of  the  cards. 
The  producing  nations  and  the  oil 
companies  are  both  playing  an  in- 
creasingly canny  hand.  ■ 
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No  Dancing,  Please 


That  order  from  Old  Mac  conveys  more  than  a  sense  of  fair  play. 


No  SOONER  had  Rolls-Royce,  the  en- 
gine supplier  for  Lockheed's  L-1011 
airbus,  declared  bankruptcy  in  Feb- 
ruan. ,  than  McDonnell  Douglas  Chair- 
man James  S.  McDonnell,  72,  issued 
a  stem  warning  to  his  people:  "There 
will  be  no  dancing  on  dead  men's 
graves." 

However,  that  didn't  deter  John  C. 
Brizendine,  general  manager  of  MD's 
competing  DC-10  airbus,  from  waxing 
enthusiastic  over  his  own  plane.  Its 
General  Electric  engines  are  already 
certified  by  the  Federal  Aeronautics 
Association.  The  fuselage  sections 
from  subcontractor  General  Dynamics, 
now  under  the  firm  hand  of  e.\-MD 
president  David  Lewis,  are  arriving 
on  time.  Deliveries  of  the  plane  it- 
self will  start  on  schedule  in  August 
and  it  will  be  in  service  by  the  year's 
end.  What's  more,  Brizendine  went  on, 
the  DC-10  emits  almost  no  smoke  and 
has  a  far  lower  noise  level  than  any 
plane  now  flying. 

Nor  did  Old  Mac's  directive  prevent 
Brizendine  from  sending  his  DC-10 
salesmen  out  seeking  orders  from 
Lockheed's  airline  customers:  Delta, 
Trans  World  Airlines  and  Eastern.  By 
mid-March  they  had  bagged  orders 
for  five  DC- 10s  and  options  for  three 
more  from  Delta.  And  no  restraints 
at  all  seem  to  have  applied  in  the  stock 
market,  where  MD  common  was  bid 
from  the  low  20s  to  nearly  40  within 
weeks  after  Rolls  threw  in  the  towel. 

But  is  it  really  time  for  dancing  at 
McDonnell  Douglas,  when  revenues 
have  just  plunged  by  nearly  $1  billion 
to  $2.1  billion?  When  profits  have  just 
skidded  from  $4.06  to  S3.25  per  share? 
When  its  mainstay  programs— the  DC-8 
and  DC-9  jetliners  and  the  F-4  Phan- 
tom fighter— are  phasing  out?  When 
order  flows  of  its  key  future  programs 
-the  DC-10  and   the  new  F-15   Air 


Force  fighter— are  still  well  short  of 
the  big  payoff  level?  When  the  bal- 
ance sheet  shows  deferred  develop- 
ment costs  of  $354  million  (which  the 
DC-10  will  push  still  higher  this  year) 
and  deferred  taxes  of  $206  million? 

Beyond  doubt  the  company  is  in 
better  shape  than  any  of  its  major 
aerospace  and  defense  competitors. 
But  the  big  payoff  for  McDonnell 
Douglas,  if  it  comes,  is  still  years  away. 

The  Cup  and  the  Lip 

How  far  away  depends  a  lot  on  the 
outcome  of  the  current  efforts  to  save 
Lockheed's  L-1011.  Whether  it  flies 
with  the  Rolls  RB-211  engine  or  with 
a  substitute  GE  or  Pratt  &  Whitney 
engine,  the  L-1011  will  cost  more 
than  planned  and  be  delayed  by  as 
much  as  a  year.  But  if  it  flies,  it  will 
still  be  an  important  factor  in  the 
wide-bodied  tri-jet  market,  estimated 
at  1,000  to  1,200  planes  through 
1980.  Delta,  TWA  and  Eastern  would 
have  to  stick  with  the  L-1011,  hav- 
ing already  invested  nearly  $200  mil- 
lion in  progress  payments.  And  over  a 
dozen  potential  customers— among 
them  Pan  American,  Air  France,  Japan 
Air  Lines,  Qantas,  Braniff  and  West- 
ern—have yet  to  order  either  airbus. 

But  even  if  Lockheed  is  forced  to 
scrap  the  L-1011  entirely,  McDonnell 
Douglas  still  faces  some  tall  hurdles. 
The  biggest  one  is  Boeing's  already 
flying  747,  which  seats  more  passen- 
gers than  the  DC-10  (490  maximum 
seating,  vs.  345).  It  remains  as  a  stiff 
competitor,  especially  in  the  long-range 
end  of  the  wide-bodied  market  (1,500 
miles'and  up). 

In  a  sense,  however,  the  competi- 
tive pattern  is  the  least  of  it.  More  se- 
rious is  the  poor  financial  condition  of 
the  airline  customers,  most  of  whom 
are  in  no  position  to  buy  very  many 


new  airplanes  of  any  kind.  The  U.S. 
carriers  especially,  except  perhaps 
Northwest  and  Delta,  are  already 
hurting  from  overcapacity  and  are 
loaded  with  debt.  Only  five  of  the  12 
major  U.S. -based  airlines  made  any 
money  at  all  last  year. 

As  a  result,  new  orders  for  wide- 
bodied  planes  have  slowed  to  a  trickle. 
Boeing  has  gotten  only  three  this  year, 
Lockheed  none  and  McDonnell  Doug- 
las seven  (including  last  month's  Delta 
order).  That  leaves  MD  with  126  firm 
orders  and  117  options  (vs.  178  total 
for  Lockheed),  well  short  of  the  300- 
to  350-plane  break-even  level  estimat- 
ed by  outsiders.  Meanwhile  revenues 
and  earnings  are  down  sharply,  with 
no  real  upturn  in  revenues  expected 
until  DC-10  deliveries  pick  up  speed 
next  year.  Given  the  huge  develop- 
ment costs  to  be  written  down,  there 
will  be  no  truly  big  profit  payoff  until 
deliveries  pass  the  break-even  level. 
That  may  not  be  until  after  1975, 
since  airline  orders  have  stalled  and 
many  are  postponing  delivery  dates. 

On  the  military  side,  profits  will  also 
be  smaller  on  the  Phantom  program 
as  it  winds  down.  While  MD  did  get 
some  new  future  business  last  year  in 
the  Air  Force's  F-15  fighter,  it  was 
only  a  development  contract  for  20 
planes.  It  remains  to  be  seen  whether 
Congress  will  fund  full-scale  produc- 
tion. Then  too,  the  plane  is  for  Air 
Force  use  only,  whereas  the  spectacu- 
larly profitable  Phantom  was  used  by 
both  the  Navy  and  the  Air  Force  plus 
a  dozen  foreign  governments. 

So  Old  Mac's  ban  on  public  gloat- 
ing over  Lockheed's  plight  reflects 
more  than  an  admirable  sense  of  fair 
play.  It  also  reflects  a  hardheaded 
realism  bred  of  50  years  in  a  business 
where  this  year's  champion  can  be, 
and  all  too  often  is,  next  year's  bum.   ■ 


Look-Alikes.  Viewed  on  the  runway,  or  from  inside, 
the  DC-10  and  the  L-1011  are  almost  identical.  But 
there  the  resemblance  ends.  The  DC-10  has  more 
orders  and  will  fly  sooner.  It  can  also  serve  a  broader 


range  of  routes,  since  there  is  no  long-range,  over- 
water  model  of  the  L-1011.  Because  its  engine  will 
cost  more,  the  L-101 1  may  also  cost  more  to  operate. 
But    that    doesn't    mean    the    DC-10    is    home    free. 


Countdown? 


Remember  the  "information  explosion"  tfiat  was  supposed  to  propel  some  com- 
panies to  the  stars?  What  happened?  That's  what  McGraw-Hill  would  like  to  know. 


When  the  stock  market  was  riding 
high  before  the  crash,  all  you  needed 
was  a  good  "story"  and  the  appear- 
ance of  a  rising  earnings  curve.  Pub- 
lishing stocks  were  a  prime  example. 
They  weren't— so  the  story  went— just 
pubhshers  of  mundane  things  like 
books  and  magazines  and  reports. 
They  were  something  more  dramatic: 
communicators,  educators,  manufac- 
turers of  information,  purveyors  of 
knowledge.  As  for  earnings,  so  long  as 
the  Government  poured  money  into 
education,  and  business  was  good 
overall,  the  curves  looked  great. 

Among  the  publishers,  few  stars 
shone  more  brightly  than  McGraw- 
Hill's.  It  was  a  major  book  publisher, 
especially  of  textbooks,  and  the  lead- 
ing purveyor  of  trade  publications. 
Back  in  1966  its  flagship.  Business 
Week,  had  ad  revenues  of  $40..5  mil- 
lion, and  thus  was  one  of  the  U.S.' 
major  magazine  properties.  McGraw- 
Hill  was  in  financial  reports  (Standard 
&  Poor's),  and  construction  news 
(F.W.  Dodge).  Its  specialty  publica- 
tions included  Electronics  and  Avia- 
tion News.  Education,  finance,  busi- 
ness, medicine,  history— you  name  it 
—McGraw-Hill  was  in  on  the  informa- 
tion explosion.  Its  revenues  rose  to 
$395  million  by  1970,  vs.  Time  Inc.'s 
$632.6  million.  As  late  as  1968  Mc- 
Graw-Hill's common  stock  sold  at  an 
astounding  48  times  earnings. 

Then,  last  year  McGraw-Hill's  earn- 
ings plunged  20%.  Its  stock  dropped 
from  the  mid-50s  to  as  low  as  lOM 
and  has  since  recovered  only  to  the 
low  20s. 

Nothing  Temporary 

It  has  become  increasingly  clear 
that  McGraw-Hill's  troubles  are  more 
than  the  result  of  a  mild  recession. 
There  seems  to  be  something  wrong 
with  both  the  story  and  the  curve: 
Stripping  away  the  glamour,  Mc- 
Graw-Hill's longer-range  earnings 
trend  has  been  poor.  Between  1965 
and  1970  its  operating  income— before 
interest  and  taxes— rose  barely  at  all: 
$41  million  in  1965,  $43  million  five 
years  later.  And  this  in  spite  of  a  huge 
gain  in  revenues-59%-from  $248  mil- 
lion to  $.395  million. 

The  fact  is  that  McGraw-Hill's 
basic  profitability  has  been  .shrinking, 
and  not  just  for  one  year.  Over  the 
five  years  its  net  profit  margin  dropped 
from  8.4%  on  the  sales  dollar  to  5.2%. 
Share  earnings,  the  real  bottom  line, 
were  down  to  82  cents  from  99 
cents,    after    hitting    $1.30    in    1966. 


Fisher  of  McGraw-Hill 

Where  was  the  growth,  the  glamour? 

As  recently  as  1968,  Shelton  Fisher, 
McGraw-Hill's  Annapolis-trained  pres- 
ident. Chairman  John  L.  McGraw  and 
Executive  Vice  President  Robert  E. 
Slaughter  were  talking  about  sales 
hitting  $1  billion  by  1976  with  earn- 
ings gains  to  match.  Today,  Fisher 
talks  much  more  cautiously.  Of  the 
failure  to  keep  earnings  rising,  he  says: 
"We  tried  with  all  our  hearts  and  souls, 
but  we  haven't  been  able  to  do  it." 

The  problem,  Fisher  went  on,  is 
that  while  McGraw-Hill  sells  services, 
it  must  also  buy  services,  and  the 
cost  of  services  has  soared.  McGraw- 
Hill  has  cut  its  payroll  from  13,341 
to  about  12,323.  But  the  cuts  were 
not  enough. 

Fisher  spoke  constantly  of  the  com- 
bination of  sluggish  business  and  ris- 
ing costs.  But  as  the  five-year  figures 
suggest,  McGraw-Hill's  problems  are 
more  than  recession-deep.  Over  the 
years,  the  company  has  made  some 
smart  moves:  One  was  the  1966  pur- 
chase of  Standard  &  Poor's  Corp. 
right  on  the  verge  of  the  big  stock 
market  boom.  So  was  the  decision 
not  to  plunge  into  teaching  machines 
and  educational  electronics,  which 
proved  so  costly  to  Time  Inc.  and 
General  Electric.  More  than  counter- 
balancing    these,     however,     are     a 


number  of  other  moves  or  nonmoves. 

Television.  Back  in  1961  McGraw- 
Hill  took  a  3%  position  in  Taft  Broad- 
casting. It  seemed  like  the  first  step 
toward  a  TV  empire,  a  natural  for 
an  "information-communication"  com- 
pany. Yet,  for  nearly  ten  years  Mc- 
Graw-Hill never  went  beyond  get- 
ting its  toes  wet.  "The  fact  we  didn't 
achieve  anything  in  television  for 
eight  or  nine  years  cannot  be  said  to 
be  the  same  as  not  making  any  moves 
in  television,"  says  Fisher.  "We  have 
considered  a  lot  of  things  that  we're 
just  not  free  to  tell  you  about." 

Last  October,  however,  McGraw- 
Hill  made  a  tentative  deal  to  acquire 
five  TV  stations  from  Time-Life 
Broadcasting  Inc.  If  the  deal  is  fi- 
nanced right,  it  should  add  to  Mc- 
Graw-Hill's reported  earnings.  But 
isn't  it  late  in  the  game  to  move  into 
conventional  TV?  Time  apparently 
thinks  so,  for  it  is  getting  out;  it  plans 
to  put  its  emphasis  on  CATV,  which 
many  thoughtful  people  think  is  TV's 
wave  of  the  future.  Asked  about  this, 
Fisher  replies  that  ownership  of  the 
stations  will  help  McGraw-Hill  learn 
to   innovate   in   the   nonprint   media. 

Timid? 

Real  Estate.  As  far  back  as  the 
early  Sixties,  McGraw-Hill  manage- 
ment had  considered  moving  to  more 
prestigious  quarters  from  their  aging 
skyscraper  on  Manhattan's  seamy 
West  42nd  Street.  The  more  they  de- 
liberated, the  higher  building  costs 
soared.  Not  until  1967  did  McGraw- 
Hill  sign  the  contracts  for  a  new  head- 
quarters—in one  of  the  last  available 
land  areas  in  Rockefeller  Center.  The 
building  will  soar  51  stories— three 
higher  than  the  nearby  Time  &  Life 
Building.  Already  a  year  behind 
schedule,  the  building  will  not  be 
ready  for  occupancy  until  at  least 
next  January. 

It  is  true  that  the  new  building  will 
allow  the  consolidation  of  several  scat- 
tered operations,  which  may  yield 
some  economies.  But  in  the  aggre- 
gate, the  move  from  the  relatively 
cheap  space  in  the  old  building  to 
the  expensive  new  building  will  be  a 
further  burden  on  earnings.  So  will 
tlie  fact  that  Manhattan  is  suffering 
from  a  glut  of  office  space,  since  space 
will  be  rented  to  outsiders. 

Some  employees  recall  how  the  old 
M-H  building,  "The  Jolly  Green  Gi- 
ant," was  finished  in  1931,  and  stood 
partly  empty  for  years;  they  wonder 
if  top  brass  hasn't  done  it  again. 
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Publishing.  For  a  company  with  a 
growih  image  and  a  fat  price/ earnings 
ratio.  McGraw-Hill  has  been  remark- 
ably lacking  in  entrepreneurial  spiiit. 
Not  since  it  started  Business  Week  in 
1929  has  it  launched  a  major  success- 
ful new  business,  though  it  has  had 
a  nujnber  of  modest  successes  includ- 
ing Electronics  and  Purchasing  Week. 
The  book  company  was  part  of  the 
original  trade-publishing  business. 
Standard  &  Poor's  and  F.W.  Dodge 
both  were  acquisitions.  So  were  Med- 
ical World  Sews  and  American  Heri- 
tage Publishing.  With  the  exception 
of  the  United  Kingdom,  even  when  it 
was  involved  in  starting  magazines 
overseas  in  France  (L' Expansion),  Ja- 
pan (Nikkei  Business),  Italy  (Es- 
pansione)  and  Germany,  McGraw- 
Hill  did  so  in  partnership  with  for- 
eign publishers.  The  results  have  been 
good;  the  means  cautious. 

In  contrast  to  its  bigger  rival. 
Time  Inc.,  McGraw-Hill  looks  espe- 
cially timid.  Time,  to  be  sure,  had 
some  real  headaches  like  General 
Learning  Corp.  and  in  movie-making 
(M-G-M).  But  the  same  willingness 
to  take  a  risk  created  big  money- 
maker Sports  Illustrated  from  scratch. 

One  thoughtful  observer,  Leon  Gar- 
ry, editor  of  the  lively  Media  Indus- 
try S'eicslcttcr,  criticizes  McGraw- 
Hill  for  thinking  too  narrowly  of  its 
role.  He  thinks  it  should  have  regard- 
ed each  magazine  as  merely  one  ap- 
proach to  a  market,  and  should  have 
sold  other  services  such  as  newsletters 
and  seminars  much  earlier. 

The  Lost  Pages 

Didn't  the  so-called  information 
explosion  benefit  the  well-entrenched 
older  areas  of  McGraw-Hill?  Not  very 
much,  for  here  is  where  the  concept 
world  diverges  from  the  real  world  of 


paper  and  ink  and  overhead  and  mail- 
ing costs  and  advertising  sales.  Infor- 
mation explosion  or  no,  the  closing  of 
hundreds  of  brokerage  offices  and  the 
relative  inactivity  of  the  small  investor 
are  hurting  Standard  &  Poor's.  The 
book  division,  McGraw-Hill's  pride  and 
joy  in  recent  years,  is  slowly  recover- 
ing from  the  slowdown  in  the  growth 
of  spending  for  education  following 
1966,  when  two  fiscal  years  of  federal 
money  for  education  went  into  one 
calendar  year.  But  book  profits  remain 
well  down  from  that  high,  and  slow 
collections  have  ballooned  receivables. 

The  book  division  now  makes  more 
money  than  the  older  magazine  divi- 
sion, but  more  because  magazines 
have  declined  in  profitability  than  be- 
cause books  have  gained.  Edward 
Booher,  the  brilliant  but  cautious 
group  vice  president  of  the  McGraw- 
Hill  Book  and  Education  Services, 
concedes:  "It  will  be  much  harder 
for  the  book  company  to  show  the 
kind  of  growth  in  the  Seventies  that  it 
enjoyed  in  the  Sixties."  So  much  for 
that  concept. 

In  the  magazine  division,  the  villain 
has  been  costs  rising  faster  than  rev- 
enues. Payroll,  mailing  and  manufac- 
turing costs  all  have  been  climbing  at 
an  accelerating  rate.  One  result:  Busi- 
ness Week,  which  produced  almost 
a  third  of  the  whole  corporation's 
profits  in  the  mid-Sixties,  has  been  so 
hard  hit  that  it,  together  with  the  rest 
of  the  publication  group  last  year,  con- 
tributed less  than  25%  of  pretax  prof- 
its; it  is  no  longer  the  money  ma- 
chine 'it  once  was.  In  1966  BW  car- 
ried 5,440  pages  of  advertising;  last 
year  it  carried  only  3,519*.  True,  the 
magazine  has  been  able  to  raise  page 
rates,  from  $5,250  to  $7,620,  but  this 

*ln  the  same  period.  Fortune's  pages  fell  from  2,165 
to  1,354;  Forbes'  rose  from  1,023  to  1,093. 


only  partially  offset  the  decline  in  ad- 
vertising pages. 

What  is  true  of  Business  Week  is 
true  elsewhere  in  the  publications 
group,  some  56  profit  centers  and  33 
trade  magazines.  These  had  a  rough 
1970:  According  to  the  Gallagher  Re- 
port, 35  of  the  37  McGraw-Hill  mag- 
azines were  off  in  ad  pages  for 
1970.  Compared  with  1970,  BW's  ad 
pages  fell  28%  for  the  first  two  months 
of  1971. 

Shelton  Fisher  points  out  that  ad- 
vertising always  goes  down  in  a  re- 
cession. True,  but  the  question  is: 
Will  it  recover  the  lost  ground  in  the 
future?  The  communications  world  is 
rapidly  changing,  especially  with  the 
rise  of  the  nonprint  media.  It  was  back 
in  1957  when  the  total  number  of 
McGraw-Hill  publication  advertising 
pages  peaked,  and  since  then  the 
trend  has  been  steadily  down.  Until 
1970  higher  page  rates  had  increased 
overall  advertising  revenue,  but  since 
last  year  the  revenue  trend,  too,  has 
been  downward.  The  whole  situation 
reminds  some  observers  of  the  situa- 
tion in  steel,  where  higher  steel 
prices  per  ton  once  helped  to  offset 
the  decline  in  physical  volume  for 
many  steel  companies— for  a  while. 

Whaf  &enefH7 

Where  are  those  missing  advertis- 
ing pages?  "We've  wondered  about 
that  for  14  years,  since  1957,"  says 
Fisher.  "We  can't  say  a  great  deal 
of  industrial  advertising  went  into  tele- 
vision, but  a  lot  of  corporate  dollars 
were  soaked  up  by  new  television 
programs.  Mergers  hurt  too"— mean- 
ing that  divisions  usually  don't  do  im- 
age advertising.  Higher  page  rates  al- 
so knocked  out  companies  with  mod- 
est budgets.  In  short,  if  there  was  a 
true  explosion  in  the  demand  for  busi- 
ness information,  McGraw-Hill  adver- 
tising salesmen  didn't  benefit  from  it. 

Partly  as  a  result  of  all  these  prob- 
lems, McGraw-Hill's  balance  sheet  is 
no  longer  the  accountant's  delight  it 
once  was.  While  sales  have  gone  up 
59%  since  1965,  inventories  and  re- 
ceivables have  risen  122%.  Working 
capital  net  of  long-term  debt  has 
dropped  from  $44  million  to  $38.3 
million  and  cash  balances  are  down 
sharply.  Reflecting  the  costs  of  the  new 
building,  long-term  debt  has  gone 
from  zero  in  1965  to  $45  million. 

"We're  a  victim  of  the  times,  just 
like  some  other  people,"  President 
Fisher  says.  "We  are  disappointed, 
but  we  aren't  knotting  rope  ladders 
to  leave  a  burning  building." 

What  about  Fisher's  old  projection 
of  $1   billion  in  revenues  by   1976— 


Countdown? 


Eli  Lilly: 
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Weakness  Behind  the  Facade? 

Secretive,  conservative— and  very  profitable— Eli  Lilly 
seems  to  be  moving  into  an  era  of  slower  growth. 


At  recent  market  prices,  Eli  Lilly  & 
Co.'s  33.8  million  common  shares  had 
a  market  value  of  over  $4  billion.  For 
an  idea  of  how  much  money  this  is: 
To  match  it  you  would  have  to  com- 
bine the  market  value  of  one  of  our 
most  prosperous  railroad  holding  com- 
panies (Union  Pacific  Corp.),  the  big- 
gest bank  (BankAmerica  Corp.)  and 
the  biggest  farm  equipment  maker 
(International  Harvester).  These  three 
corporate  giants  have  combined 
earnings  of  $400  million  and  equity 
capital  of  $2.2  billion.  Lilly  has  $94 
million  profits  and  capital  of  only  $450 
million. 

Such  is  the  premium  that  the  stock 
market  puts  on  Lilly's  corporate  emi- 
nence. It  is  a  hefty  premium,  repre- 
senting a  price/ earnings  ratio  of  43 
times  1970  earnings  in  a  stock  market 
where  the  typical  P/E  ratio  is  just 
17.  Even  allowing  for  a  big  jump  in 
1971  earnings,  Lilly  still  sells  for  37 
times  estimated  1971  earnings. 

Obviously,  several  billions  of  dollars 
in  market  value  rests  on  Lilly's  continu- 
ing future  ability  to  justify  this  kind  of 
premium.  What  are  the  prospects? 
What  are  the  underlying  realities? 

Indianapolis-based  Lilly  had  a  1970 
sales  volume  of  just  under  $600  mil- 
lion—making it  the  largest  U.S.  ethical 
drug  company,  with  about  10%  of  its 
industry's  total  volume.  In  product  vol- 
ume, then,  Lilly  is  unquestionably  a 
leader.  In  new  drug  introductions, 
however,  it  has  been  a  follower  rather 
than  a  leader.  In  fact,  it  is  Lilly's 
marketing  strengths— its  carefully  nur- 
tured relationship  with  the  nation's 
medical  profession— that  constitutes  its 
greatest  strength. 

Thus  Lilly's  position  rests  less  on  its 
laboratories  than  on  its  omnipresent 
force  of  1,200  detail  men  (i.e.,  techni- 
cal salesmen)  and  its  traditionally 
broad  product  line  (some  800  items). 
These  enable  Lilly  to  cut  itself  in  on 
almost  any  new  drug  development.  It 
is  an  old  industry  saying  that  no  mat- 
ter who  discovers  a  new  drug,  Lilly 
often  gets  Q%  to  Wi>  of  the  market. 

Lilly  sometimes  seems  to  have 
shunned  pioneering  as  a  matter  of  pol- 
icy. At  a  time  when  other  drug  compa- 
nies have  moved  increasingly  toward 


some  big  competitors  were  going  over- 
seas so  heavily  as  to  garner  close  to 
half  of  sales  and  earnings,  Lilly  hung 
back.  Only  last  year  did  its  foreign  sales 
approach  30%  of  its  total. 

These  policies  have  certainly  paid 
off.  Lilly  has  been  as  prosperous  as  it 
has  been  conservative.  Aided  by 
the  cephalosporin  antibiotics— proba- 
bly the  nearest  thing  to  pioneering 
that  Lilly  has  achieved  in  a  major  drug 
area  in  the  last  20  years— the  compa- 
ny made  $94  million  in  1970,  up  from 
$83  million  the  year  before.  Accord- 
ing to  Forbes  1971  Annual  Report 
on  American  Industry,  Lilly  has  racked 
up  a  17%  growth  in  earnings  per  share 
over  the  last  five  years,  one  of  the 
best  showings  in  this  most  consistently 
profitable  U.S.  industry.  Its  five-year 
average  return  on  total  capital  was 
22.7%,  on  equity  23.5%.  And  this  year, 
aided  by  flu  demand  plus  introduction 
of  a  new  oral  version  of  its  cephalo- 
sporin antibiotics,  Lilly  should  at  least 
match  its  five-year  average  gains  in 
revenues  and  earnings. 

The  question  is:  Can  its  heavy  em- 


phasis on  marketing  keep  Lilly  on  top? 
A  closer  look  at  the  company  and 
its  situation  reveals  two  significant 
things:  1)  Lilly's  spectacular  recent 
sales  and  earnings  growth,  most  of  it  • 
since  1967,  is  in  some  crucial  respects 
more  apparent  than  real;  and  2)  the 
outlook  for  both  Lilly  and  its  industry 
in  the  decade  of  the  1970s  may  not 
be  nearly  so  rosy  as  it  has  been  since 
the  end  of  World  War  II. 

What  Kind  of  Earnings? 

As  for  the  company  itself,  reported 
net  earnings  did  grow  from  $54  mil- 
lion in  1967  to  $94  million  in  1970, 
an  increase  of  $40  million.  However, 
$17  million  of  that  increase  came  from 
overseas  operations;  nearly  $12  million 
more  came  from  tax  gains  on  plants 
in  Puerto  Rico  that  are  exempt  from 
Puerto  Rican  and  U.S.  income  taxes 
through  1976;  and  some  $6  to  $7 
million  came  from  increases  in  other 
income,  mainly  from  investments  of  ex- 
cess cash  in  government  securities. 

The  blunt  truth  is  this:  Only  a  bit 
over  $4  million  of  the  gain  came  from 


Lilly  sells  the  broadest  drug 
line,  making  itself  almost  indis- 
pensable to  doctors  and  drug- 
gists. One  highly  touted  product 
Lilly  dropped  in  1970  was  C- 
Quens,     its    oral    contraceptive. 


Beck  of  Lilly 
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domestic  drug  operations,  although 
domestic  drug  sales  have  grown  since 
1967  by  an  approximate  $110  million, 
or  35%,  to  about  $425  million.  That 
signals  a  decline  in  domestic  margins. 
As  one  skeptical  analyst  puts  it,  "Why 
give  such  a  high  multiple  for  a  big 
tax  shelter  plus  securities  income?" 

One  sign  that  Lilly  management  it- 
self felt  everything  was  not  as  bright 
as  it  appeared  to  be  from  the  figures 
was  the  decision  late  last  year  to  di- 
versify outside  the  drug  industry, 
something  the  company's  major  com- 


The  hot  news  at  Lilly's  new  Indian- 
apolis building  recently  was  snatching 
cosmetics  maker  Elizabeth  Arden 
away  from  American  Cyanamid.  A 
piqued  Cyanamid  has  responded  by 
suing  Lilly  and  investment  bankers 
Goldman,  Sachs  for  $  1 20  million  each. 


Elizabeth  Arden 


Beesley  of  Lilly 

petitors  had  been  doing  for  years. 
What  Lilly  did  was  to  enter  the  cos- 
metics and  beauty  care  field  by  agree- 
ing to  pay  $37  million  in  cash  for 
privately  owned  Elizabeth  Arden 
Sales  Corp.,  which  had  sales  estimat- 
ed at  $65  million  last  year. 

Why  Arden,  and  why  now?  Back- 
in  1968  Chairman  Eugene  N.  Beesley 
was  telling  Forbes,  "Lilly  is  not  going 
to  diversify  because  of  government 
[pressure].  Lilly  will  go  where  our  re- 
search leads  us."  But  it  is  nonsense  to 
suggest  that  Lilly's  research  "led"  it  to 
Arden;  and  the  official  explanation 
for  the  acquisition— that  "cosmetics 
are  a  related  field"— is  almost  as  bad. 
A  Wall  Street  analyst  summed  it  up 
neatly:  "While  cosmetics  are  highly 
profitable  and  growing  rapidly,  they 
bear  little  relationship  in  marketing 
and  distribution  to  a  drug  company, 
particularly  one  that,  like  Lilly,  is  not 
oriented  toward  proprietary  drugs." 

Nor  was  Arden  a  brilliant  bargain. 
It  has  had  its  share  of  management 
and  operating  problems  in  recent 
years.  Even  a  master  marketer  like  Pfi- 
zer took  several  years  of  beatings  be- 
fore it  was  able  to  straighten  out  Coty 
Inc.,  the  perfume  and  cosmetics  mak- 
er it  acquired  eight  years  or  so  ago. 

Some  Up,  Some  Down 

A  secretive  Lilly  management— 
which  refused,  for  example,  to  permit 
itself  to  be  interviewed  for  this  story- 
does  not  specify  in  the  annual  report 
which  operations  are  or  are  not  enjoy- 
ing earnings  growth.  But  Forbes  is 
convinced  that  one  problem  area  re- 
cently has  been  domestic  drugs  for 
human  use,  including  some  of  its  anti- 
biotics, which  account  for  something 
over  20%  of  U.S.  sales— and  this  is  one 


Countdown? 


able.  But  the  gain  there  has  been  part- 
ly offset  by  increased  competition  and 
lower  prices  in  the  older  antibiotics, 
on  which  some  patents  have  recently 
expired.  Other  ethical  lines  like  diuret- 
ics, vaccines  and  barbiturates  have 
also  fared  poorly. 

Patent  expirations  in  the  drug  indus- 
try have  spurred  an  already  growing 
trend  away  from  brand-name  drugs 
and  toward  the  much  less  expensive 
generic-name  ones.  For  example,  last 
year  over  10%  of  the  prescriptions 
filled  in  U.S.  retail  pharmacies  were 
for  generic-name  drugs,  as  opposed 
to  less  than  9%  the  year  before;  and 
sales  to  hospitals  and  government 
agencies,  state  and  local  as  well  as 
federal,  are  still  more  likely  to  be  by 
generic  name.  Lilly  will  probably  con- 
tinue to  be  one  of  the  largest  U.S.  pro- 
ducers of  generic-name  drugs.  It  is 
certainly  better  to  have  this  volume 
than  not  to  have  it,  but  the  trend 
cannot  fail  to  depress  Lilly's  domestic 
profit  margins. 

Undoubtedly,  these  patent  expira- 
tions will  cause  Lilly  some  problems. 
True,  they  do  not  basically  undermine 
the  great  marketing  machine.  But  the 
substitution  of  generic  products  for 
name  brands  threatens  its  long-range 
profitability.  Take  the  prescription 
pain-killer  Darvon,  which  accounts  for 
an  estimated  14%  of  total  sales.  Lilly's 
Darvon  patent  will  expire  next  year. 
"Traditionally,"  says  one  of  Wall 
Street's  better-informed  institutional 
analysts  specializing  in  the  drug  in- 
dustry, "this  means  something  like  a 
20%  to  25%  price  cut  by  new  en- 
trants who  want  a  piece  of  the  mar- 
ket." Still  less  entrancing  for  Darvon 
are  the  questions  being  raised  in  med- 
ical journals  and  newsletters  in  the 
last  year  and  a  half  about  its  superi- 
ority to  plain  aspirin. 

Lilly's  mixed  bag  in  the  U.S.  drug 
market  is  in  contrast  to  its  sharp  re- 
cent gains  in  foreign  earnings,  which 
rose  from  $8  million  to  $25  million 
between  1967  and  1970.  Most  of  the 
increase  has  come  from  antibiotics. 
This  can  be  explained  in  large  part 
by  the  fact  tliat,  with  the  rules  stead- 
ily tightening  on  marketing  new  drugs 
in  the  U.S.,  for  years  it  has  been  easier 
to  introduce  a  new  product  overseas 
—where  the  drug  market  is  also  ex- 
panding faster  than  in  the  U.S. 

Long  tardy  in  developing  its  for- 
eign l)usiness,  Lilly  has  pushed  hard 
enough  in  the  last  five  years  to  in- 
crease its  foreign  percentage  of  sales 
from  just  over  20%  to  nearly  30%.  How- 
ever, competitors  like  Mcick  and  Pfi- 
zer are  approaching  40%  and  50%,  re- 


purchases of  local  companies  by  U.S. 
drug  firms;  and  often  they  insist  that 
drugs  be  manufactured  locally  instead 
of  merely  being  shipped  in.  For  Lilly, 
this  means  building  plants  and  setting 
up  shop  at  a  more  costly  time  than 
when  its  competitors  went  in.  In  short, 
Lilly's  really  explosive  growth  over- 
seas isn't  likely  to  be  as  dramatic  in 
the  future,  although  it  will  still  be 
substantial. 

The  net  result  over  the  long  run, 
for  Lilly  and  the  whole  drug  industry, 
is  the  expected  moderation  in  market 
growth  both  abroad  and  in  the  U.S. 
Instead  of  the  over  13%  growth  rate 
abroad  that  was  the  average  during 
the  last  decade,  the  Seventies  are  ex- 
pected to  show  closer  to  11%  growth. 
And  in  the  U.S.,  instead  of  the  6.5%  to 
7%  of  the  Sixties,  the  National  Ad- 
visory Commission  on  Health  Man- 
power expects  the  figure  to  decline  to 
under  6%  by  the  mid-Seventies. 

However,  many  drug  industry  ob- 
servers think  that  the  domestic  figures 
are  overly  pessimistic.  At  any  rate  they 
haven't  adequately  taken  into  account 
the  potential  favorable  impact  on  drug 
usage  when  a  major  national  health 


Lilly  has  carved  a  consider- 
able market  out  of  crop  her- 
bicides, but  it  needs  a  major 
new  product  or  it  must  find 
further     uses     for     old     ones. 


program  eventually  goes  into  full  ef- 
fect. >When  other  countries  have  insti- 
tuted such  programs,  drug  usage  has 
climbed  significantly. 
" .  Another  important  profit  contribu- 
tor has  been  Lilly's  Elanco  Products 
operation,  a  major  producer  of  herbi- 
cides for  crops  and  animal  feed  and 
health  additives.  This  business,  now 
nearly  30%  of  overall  sales,  had  been 
growing  at  an  annual  rate  of  close  to 
20%.  Its  all-weather  herbicide,  Treflan, 
introduced  in  1963,  is  today  the  No. 
One  U.S.  weed-killer  used  on  cotton, 
and  in  a  modified  form  is  being  tried 
on  the  so-caUed  transplant  rice  that  is 
effecting  an  agricultural  revolution  in 
the  Far  East.  Lilly  also  has  some  good 
products  in  the  fast-growing  field  of 
veterinary  medicine,  such  as  Stilbosol, 
a  growth  stimulant,  and  Tylan,  a  poul- 
try and  swine  antibiotic. 

Intangible  Asset 

What  about  Lilly's  priceless  asset,  its 
distribution  setup?  Many  large  drug 
concerns  sell  direct  to  major  custom- 
ers—hospitals, large  drug  chains  and 
the  like— and  rely  on  wholesalers  to 
deal  with  small  orders  and  remote  lo- 
cations. The  trend  gradually  seems  to 
be  moving  away  from  the  wholesaler: 
Last  year  Bristol  Labs,  which  used  only 
wholesalers,  partially  converted  to  di- 
rect distribution  for  its  dealings  with 
large  chains,  and  last  month  Merck  in- 
dicated, by  dropping  its  5%  whole- 
saler discount,  that  wholesalers  could 
get  its  business  (only  12%  went 
through  them)  only  at  a  higher  price. 

Lilly  relies  entirely  on  a  network  of 
independent  wholesalers,  numbering 
nearly  400.  The  first  major  drug  com- 
pany to  develop  such  a  network,  it 
did  so  for  special  historical  reasons. 
As  the  oldest  full-line  U.S.  drug  house, 
Lilly  could  get  the  full  benefit  of  its 
breadth  of  line  only  if  any  item  the 
doctor  chose  to  prescribe  were  actual- 
ly, and  not  merely  theoretically,  a\ail- 
able.  In  bygone  days  that  demanded  a 
wholesaler  network,  which  Lilly  was  at 
pains  to  build  even  if  it  occasionally 
had  to  help  finance  the  stocking  of  the 
Lilly  line.  One  advantage  Lilly  reaped 
from  the  network  was  the  help  it  ren- 
dered in  selling  Lilly's  entire  line,  in- 
cluding medical  staples  such  as  rub- 
bing alcohol,  aspirin  and  the  like. 

This  distribution  philosophy  has 
thrust  Lilly  into  a  close  relationship 
with  the  McKesson  &  Bobbins  division 
of  Foremost-McKesson,  by  far  the 
largest  U.S.  wholesaler  of  drugs  and 
sundries.  McKesson  sells  some  17%  of 
Lilly's  domestic  ethical  drugs  for  hu- 
man consnmntion.  or  close  to  $70  mil- 
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glamor? 


\ 


^•|fe=J?¥J!««M<^'*^^5«^' 


mtt^tmrnw^r-s  <-.  x^^fvi 


^•^^^^Kft^^^ 


DIGEST  OF  EARNINGS:   INTERSTATE  BRANDS  CORPORATION 


1970 

1969 

Change 

Pre-tax  earnings. 
Net  earnings  . . . 

Shr  earns    

Sales   

9,172,135 

4,706,018 

$2.01 

255,074,529 

8,295,754 

4,263,769 

$1.85 

244,404,463 

+  10.6% 

+  10.4% 

+  8.6% 

+4.4% 

Pre-tax  earnings  were  the  highest  in  Interstate's  history. 
Sales  achieved  a  record  for  the  9th  consecutive  year. 


Compared  to  optical  scanners,  lasers,  or  nuclear 
reactors,  a  loaf  of  bread  is  an  unexciting  piece 
of  merchandise — so  familiar,  so  old  in  history, 
it  is  taken  for  granted. 

Of  course,  turning  out  600  million  fresh, 
nutritionally-enriched  loaves  each  year,  and  400 
million  delicious  cakes — as  Interstate  does — 
is  a  little  more  complicated  than  baking  for  a 
country  village.  And  it  makes  Interstate  one 
of  the  30  largest  food  processors  and  distributors 


in  the  nation. 

So  we  don't  worry  about  glamor.  We  just 
go  on  tending  our  ovens,  working  to  achieve  a 
continuing  growth,  nourish  our  fellow  Americans, 
and  pay  dependable  dividends  (which  we've  done 
without  decrease  for  23  consecutive  years). 

We're  not  pretending  that  last  year's  figures 
were  spectacular,  but  the  trend  was  right. 

It's  a  very  interesting  business.  Not  glamorous. 
Just  essential. 


A  copy  of  our  1970  Annual  Report  is  yours  for  the  asking.  Write: 

IQJ  iniErsiRiE  Bmnos  cDrPDmiiDn 

P.O.  Box  1627,  Kansas  City,  Missouri  64141 
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It  oil  adds  up.  Electronics.  Electrochemistry  Electromechonics.  Metoll 
Four  technologies  converging  to  build  leadership  positions 
in  products  and  markets.Thats  what  Gould  is  a  I  about. 
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Another  case  in  point:  Electro-Deposited 
Copper  Koil,  Originators  of  lead-tree 
copper  foil  tor  use  in  printed  circuitry, 
Gould  produces  more  than  40%  of  the 
free  world's  output.  New  "TC  '  treatment 
provides  better  bonding  for  long  trouble- 
free  service,  and  also  eliminates  staining 
of  the  printed  circuit  laminates.  This 
superior  foil  has  many  applications  in 
the  vital  circuitry  of  computers,  television 
sets,  communication  f.vstems  and 
aerospace  products.  Goula  Inc..  8550 
West  Bryn  tVlawr.  Chicago,  Illinois  60631 . 
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and  more  products  under  its  own  la- 
bel—notably including  generic  drugs. 
McKesson  is  also  increasing!)-  manu- 
facturing its  own  drugs.  Thus  Lilly 
finds  itself  in  a  situation  where  it  is  in 
effect  supporting  a  competitor's  e.x- 
pansion  into  Lilly's  own  field. 

Looking  vs.  Finding 

In  drugs  nothing  helps  a  company 
like  a  hot  new  drug.  The  trouble  with 
Lilly's  research  effort  is  that  over  the 
past  decade  it  has  come  up  with  so 
few.  One  thing  is  certain:  Lilly  has 
not  shrunk  from  spending  money  on 
research  and  development;  $325  mil- 
lion in  the  last  decade  and  SI  16  mil- 
bon  in  the  last  two  years  alone.  But 
even  such  lavish  spending  has  failed 
to  yield  significant  product  discoveries 
in  such  areas  as  tranquihzers,  cardio- 
vascular drugs,  diuretics  and  anti-in- 
flammatory agents,  to  mention  a  few. 

And  those  it  has  come  up  with 
have  caused  problems.  A  recent  case 
in  point  was  Lilly's  C-Quens  oral  con- 
traceptive, which  was  introduced  in 
1965  and  then  dropped  last  year 
when  it  began  to  show  bad  side  ef- 
fects in  heavy-dosage  tests  on  animals. 

In  Lilly's  1970  annual  report,  the 
company  management  asks  the  stock- 
holders to  be  patient:  "Current  ex- 
penditures will  not  yield  immediate 
results.  The  cephalosporin  antibiotics, 
for  example,  resulted  from  research 
begun  in  the  late  1950s"— and  begun 


independently,  by  Oxford  University 
and  other  British  researchers.  But  if 
no  one  expects  results  overnight,  one 
does  expect  them  eventually.  Yet  the 
1960-70  decade  that  saw  such  large 
spending  brought  relatively  few  results. 

One  explanation  the  pharmaceuti- 
cal industry  often  offers  for  the  in- 
creasing cost  and  apparently  declin- 
ing return  of  research  is  the  tough 
new  procedures  for  testing  safety  and 
efficacy  by  the  Food  &  Drug  Ad- 
ministration. There  has  certainly  been 
a  marked  slowdown  of  approval.  Part 
of  it  may  have  been  due  as  much  to 
bureaucratic  caution  as  to  scientific 
necessity.  New  single-entity  drugs 
marketed  nationally  in  the  U.S.  fell 
from  around  45  in  1960  to  only  12 
in  1969,  though  they  increased  slight- 
ly, to  17,  in  1970. 

But  there  is  another  and  more 
somber  potential  explanation.  It  is 
that  not  just  Lilly  but  all  the  drug- 
makers  may  be  living  off  their  re- 
search capital  piled  up  in  the  1950s 
and  early  1960s.  In  other  words,  the 
big,  easy  discoveries  have  been  made. 
Progress  from  here  on  will  be  more 
laborious  and  expensive. 

Lilly  President  Burton  E.  Beck  has 
often  said,  "We  view  research  as  an 
investment  and  not  merely  as  an  ex- 
pense." With  research  yields  declin- 
ing, a  company  might  look  elsewhere 
for  more  promising  investments. 

Is  something  like  this  beginning  to 


happen  at  Lilly?  Though  it  is  still 
spending  as  high  a  percentage  of 
sales  on  research  as  it  has  in  the  past, 
in  just  three  years  its  cash  items 
roughly  doubled  from  $64  million  to 
$127  million,  even  after  a  $20-million 
down  payment  on  the  Arden  purchase. 
Such  a  cash  buildup  is  usually  a  sign 
that  the  company  is  finding  it  hard  to 
put  its  funds  to  work  at  a  good  return 
in  its  own  field;  and  Lilly  has  recently 
been  investing  almost  a  fifth  of  its 
assets  in  government  securities  at 
6%  or  7%,  while  the  other  four-fifths 
was  earning  some  27%  to  28%  in  the 
drug  business. 

It's  hard  to  avoid  the  conclusion 
that  Lilly  is  on  the  verge  of  slowing 
down,  probably  beginning  some  time 
next  year.  To  the  question:  "Can  a 
good,  powerful  marketing  machine 
alone  keep  its  growth  rate  going?" 
The  answer  must  be:  Probably  not. 

There's  a  good  chance  that  the  ma- 
jor ethical  drug  companies  may  stand 
in  1970  about  where  the  big  chemical 
companies  stood  in  1960:  Growth  com- 
panies that  had  come  to  the  end  of 
their  period  of  easy  growth.  The 
chemical  companies  have  long  since 
lost  the  price/ earnings  premiums  they 
once  commanded.  Certainly  Eli  Lilly 
is  going  to  be  hard  put  to  maintain 
the  kind  of  growth  that  justifies  a 
price/ earnings  ratio  nearly  three  times 
as  great  as  the  average  company 
commands.  ■ 


The  Lillys 
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Fighting  the  20th  Century 


If  the  Lilly  company  seems  the  very 
model  oi  the  well-run  growth  compa- 
ny, the  family  that  controls  it  seems  a 
real  anachronism.  As  a  family,  the 
Lillys  are  biUionaires,  real  billionaires. 
In  their  native  Indianapolis  they  are 
the  Big  Family.  Elsewhere,  however, 
they  are  almost  unknown. 

Eli  Lilly  &  Co.  has  been  family  con- 
trolled and  family  run  since  its  found- 
ing in  1867.  The  original  Colonel  Eli 
Lilly  was  a  dashing  young  man  of  29 
who  bought  a  Mississippi  cotton  plan- 
tation after  the  Civil  War,  only  to  suf- 
fer a  series  of  business  and  personal 
disasters.  Undaunted,  he  eventually 
started  a  company  to  make  drug  pills 
covered  with  powdered  gelatin.  He 
was  succeeded  by  his  son,  Josiah,  who 
became  president  around  the  turn  of 
the  century  and  ruled  the  firm  with  an 
.  iron  hand  until  the  early  1930s. 

In  business  as  well  as  in  pharma- 
ceuticals, the  Lillys  were  pioneers. 
They  early  discovered  the  value  of 
advertising  and  of  marketing.   When 


Josiah  Lilly 
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In  1923,  diphtheria  choked  the 
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of  thousands  of  children.They  could  have  been  saved. 


Fifty  years  ago,  many 
mothers  were  as  frightened 
by  the  injection  to  prevent 
diphtheria,  as  the  disease 
itself. 

They  weren't  sure  what 
the  inoculation  would  do,  ex- 
cept hurt.  To  many  of  them, 
tying  a  bag  of  garlic  around 
a  child's  neck  made  more 
sense. 

So  they  would  not  have 
their  children  immunized. 

And  children  contin- 
ued to  die.  When  they  could 
have  been  saved. 

Then  in  1923,  Metro- 
politan Life  gave  its  agents 
a  special  assignment.  To  per- 
suade mothers  to  get  their 
children  immunized.  Wheth- 
er their  family  was  insured 
by  Metropolitan  Life  or  not. 

So  agents  spoke  to 
mothers  in  home  after  home. 

And  when  words  didn't 
work,  a  picture  did.  Agents 
carried  with  them  snapshots 
of  their  own  children  being 
inoculated  by  a  doctor. 

In  time,  a  diphtheria  in- 
jection became  as  accepted 
as  a  routine  X-ray. 

Since  then,  we've  spread 
the  word  about  vaccinations 
against  smallpox,  tetanus, 
whooping  cough,  polio, 
measles  and  now  rubella. 

So  that  today,  mothers 
just  read  about  diseases  like 
diphtheria  and  smallpox,  in- 
stead of  watching  their  chil- 
dren die  from  them. 

^^  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 


they  learned  of  the  San  Francisco 
earthquake. of  1906,  they  didn't  wait 
for  the  orders  to  come  in.  They 
shipped  all  the  medicines  they  could 
quickly  get  their  hands  on,  sent  them 
oft  by  the  freight  carload.  They  sold- 
everything  and  earned  a  reputation  for 
having  the  stuff  on  hand  when  it  was 
badly  needed;  Lilly's  inventory  and 
marketing  procedures  have  empha- 
sized ready  availability  ever  since.  It 
pioneered  in  developing  insulin  to  con- 
trol diabetes  in  the  Twenties.  Decades 
later  it  played  a  major  role  in  develop- 
ing Dr.  Jonas  Salk's  polio  vaccine. 

Josiah  Sr.  was  succeeded  by  his  two 
sons.  The  second  Eli  Lilly  became  pres- 
ident in  1932.  Eli  Lilly  became  chair- 
man in  1948  and  Josiah  Jr.  took  over 
the  presidency  for  five  years.  In  1953 
Eugene  W.  Beesley  became  the  first 
nonfamily  president.  Beesley,  at  62,  is 
still  chairman  of  the  board  and  Burton 
Beck  is  now  president.  There  are  oth- 
er Lillys  and  relations  around,  but  none 
are  officers  of  the  company.  Eli,  now 
86,  became  honorary  chairman  two 
years  ago. 

Today,  of  the  approximately  $4 
billion  worth  of  Lilly  stock,  family 
members  and  descendants  own  about 
$1  billion  worth  and  the  Lilly  En- 
dowment, controlled  by  the  Lilly  fam- 
ily, owns  another  $900  million  worth. 

That  isn't  the  end  of  the  family's 
wealth.  Nobody  knows  how  much,  but 
their  real  estate  holdings  are  believed 
to  be  quite  substantial  as  well. 

There  has  always  been  a  Calvinist 
quality  about  the  family.  Josiah  Jr., 
who  died  in  1966,  was  a  sailing  buff, 
sailed  a  36-foot  auxiliary  cutter 
around  Cape  Cod  in  the  summer. 
None   of   the   family   has   ever  cut   a 


swath  in  champagne  society  or  the 
jet  set.  But  in  Indianapolis  their  word 
is  close  to  being  law.  Because  the 
company  did  not  want  Forbes  to  do 
this  story,  the  Indianapolis  newspapers 
refused  to  sell  pictures  of  the  fam- 
ily or  the  company  from  their 
morgues.  With  7,900  employees  there, 
the  company  is  the  city's  second  big- 
gest employer.  The  city's  hospital  and 
many  of  its  cultural  and  charitable 
activities  are  dependent  on  company 
and  on  Lilly  Foundation  support. 

The  Lillys'  and  their  Foundation's 
giving,  in  fact,  has  enabled  Indiana's 
universities  to  prosper  over  the  years. 
For  example,  family  gifts  of  rare  books 
and  of  funds  for  the  construction  of  a 
library  at  Indiana  University  has 
enabled  it  to  rank  third  in  the  nation, 
behind  only  Yale  and  Harvard.  Of 
course,  the  giving  also  has  its  getting 
since  it  is  all  tax  exempt.  In  fact  Jo- 
siah Lilly's  estate  made  a  deal  with  the 
U.S.  Government  in  1967.  It  gave  the 
Smithsonian  his  rare  coin  collection, 
worth  some  $5.5  miUion,  and  in  re- 
turn, after  getting  the  Congress  and 
the  President  to  pass  a  special  law, 
got  a  comparable  tax  reduction  on  his 
estate  taxes.  Shades  of  Louis  Mayer. 

The  Foundation  has  acted  like  an 
anachronism,  too.  Because  it  holds 
chiefly  Lilly  stock— which  paid  a  small 
cash  dividend— this  $900-million  Foun- 


dation, unlike  the  Ford  or  Rockefeller 
foundations,  hadn't  dispensed  great 
sums  of  money;  the  amount  has  aver- 
aged just  over  1.5%  on  market  value  in 
recent  years.  Now,  thanks  to  legisla- 
tion enacted  by  Congress  in  the  Tax- 
Reform  Act  of  1969,  the  Lilly  Foun- 
dation will  have  to  pay  out  more. 

Sa  far,  it  has  increased  its  disburse- 
ments from  $6.7  million  in  1968  to 
over  $9  million  a  year,  but  the  in- 
"crease  in  outlays  hasn't  kept  step  with 
the  increase  in  the  value  of  the  under- 
lying assets.  By  the  end  of  1972  the 
payout  will  have  to  go  up  to  4.5% 
($40  million  a  year  at  recent  market 
prices)  and  to  6%  ($54  million)  by 
1975.  With  Lilly  company  cash  divi- 
dends remaining  small,  the  Founda- 
tion will  have  only  two  choices:  di- 
versify for  a  higher  return  or  live  off 
assets.  In  either  case,  the  Foundation's 
firm  grip  on  25%  of  the  stock  will  be 
loosened. 

Slowly,  the  family  has  been  bend- 
ing to  the  winds  of  change.  The  stock 
was  finally  listed  on  the  New  York 
Stock  Exchange  in  1970— perhaps  to 
facilitate  distribution  of  the  stock  by 
the  Foundation;  previously  the  compa- 
ny had  remained  over-the-counter,  re- 
sisting demands  for  disclosure  and,  un- 
til 1967,  for  giving  voting  rights  to 
nonfamily  controlled  stock.  Since  go- 
ing on  the  Big  Board,  Lilly  stock  has 
climbed  from  80  to  125  in  nine 
months.  Eli  Lilly  is  86,  and  one  day  a 
portion  of  his  2  million  shares  will 
probably  have  to  come  to  market. 

Today  Lilly  even  has  two  outsiders 
on  its  board:  Albert  Williams,  execu- 
tive committee  chairman  of  IBM;  and 
William  McChesney  Martin,  former 
Federal  Reserve  chainnan. 

Families  like  the  Lillys  may  resist 
change,  but  they  can't  stop  it. 
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Chevrolet  Caprice.  Looks  and  rides  like  twice  the  price. 


Remember,  buckling  your  seat  and  slm. 


iiuii'i  rjciis  IS 


an  idea  you  can  live  with. 


Caprice  is  as  complete  and 
luxurious  as  you'd  expect  it  to  be. 

And  nowhere  near  what  you'd 
expect  it  to  cost. 

For  instance,  it  gives  you  thick 
foam  cushioning  to  sit  on. 

More  room  to  get  very 
comfortable  in. 

Standard  front  power  disc 


brakes  for  excellent  straight-line 
stopping. 

A  new  double-panel  roof  that's 
been  acoustically  engineered 
to  give  you  a  lot  more  peace  of 
ear. 

A  longer  wheelbase  and  new 
suspension  to  smooth  you  over 
rough  places. 


Plus  a  new  power  ventilation 
system  to  refresh  you  constantly. 
By  pulling  outside  air  inside — 
even  when  the  car's  standing 
still  and  the  windows  are  up. 

'71  Caprice  by  Chevrolet.  All 
it  looks  to  be. 

For  nowhere  near  what  it  looks 
to  be. 


Caprice 
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What  if  the  war  ended  tomorrow? 

LTV  Aerospace  would  still  be  involved  in  the  continuing  need  for  defense. 

But  while  we've  been  helping  the  defense  effort,  we've  been  looking  ahead  to 
peace.  With  one  thought  in  mind. 

Our  society  has  spent  billions  protecting  its  freedom.  And  will  spend  even 
more  in  the  future  creating  a  better  quality  of  life  in  America. 

So  we  started  years  ago  to  become  part  of  this  challenging  future.  And  by 
applying  our  aerospace  management  efficiencies  and  technological  know-how  we 
have  begun  to  solve  many  of  the  basic  problems  here  on  earth. 

To  provide  low  income  housing  we  are  building  modular  homes.  Quality 
homes  that  are  pre-plumbed.  Pre-wired.  And  they  can  be  occupied  the  same  day 
they're  assembled. 

To  get  more  people  more  places  faster,  we're  developing  rapid  transit  systems. 
Systems  which  are  ready  for  application  now. 

And  what  we  learned  about  computer  miniaturization  in  space  vehicles  is 
being  used  in  an  effective  highway  safety  system  called  Orbis. 

So  when  you  talk  about  the  war  ending,  you're  talking  about  a  lot  of  exciting 
things  continuing  at  LTV  Aerospace. 

VOUGHT  AERONAUTICS  COMPANY  •  VOUGHT  HELICOPTER  INCORPORATED  ■  VOUGMT  AIRCRAFT  SERVICES  COMPANY 

VOUGHT  MISSILES  AND  SPACE  COMPANY  .  SERVICE  TECHNOLOGY  CORPORATION  •  LTV  RECREATION  DEVELOPMENT,  INC 

KENTRON  HAVI/All,  LTD  'LTV  EDUCATION  SYSTEMS,  INC  -INTERNATIONAL  TECHNOVATION,  INC  .ADVANCED  TECHNOLOGY  CENTER  INC, 
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'Ifs  Not  Material!" 


That  terse  explanation  opened  up  another  accounting  loophole  at  a  time 
when  CPAs  had  begun  to  look  serious  about  cleaning  up  annual  reporting. 


In  the  first  h.\lf  of  1970,  an  in- 
creasingly dismal  time  for  most  major 
corporations,  the  reported  earnings  of 
Occidental  Petroleum  dropped  only 
modestlv-from  S90.9  million  in  1969 
to  S86.'2  million  in  1970.  But  that 
wasn't  quite  the  whole  story.  The  fact 
is— and  it  is  a  fact  that  Occidental 
never  mentioned  in  either  its  quarter- 
ly reports  or  its  December  1970  pro- 
spectus—that S9.2  million,  or  10.7%  of 
that  S86.1  million  first-half  net,  came 
from  two  real  estate  transactions. 

According  to  accounting  rules,  such 
transactions  are  generally  split  out  as 
extraordinary  items.  But  this  one 
wasn't,  and  neither  was  a  reserve  set 
up  in  the  third  quarter  to  cover  can- 
cellation of  the  real  estate  profits. 
Why?  'The  amount  simply  wasn't  ma- 
terial compared  with  the  total  earn- 
ings of  the  company,"  Dorman  Com- 
mons, Occidental's  vice  president  of 
finance,  told  The  Wall  Street  Journal. 
But  a  lot  of  Occidental  shareholders 
don't  seem  to  agree.  Occidental  is 
currently  the  subject  of  several  stock- 
holder suits  based  on  accounting 
questions  raised  by  the  SEC. 

And  as  the  accountants  see  it, 
maybe  it  wasn't  material.  But  the 
whole  question  of  what  is  material 
and  what  isn't  has  begun  to  shape  up 
as  an  accounting  loophole  big  enough 
to  drive  a  truckload  of  annual  reports 
through,  says  Thornton  O'Glove,  who 
writes  a  monthly  newsletter  about 
accounting  for  the  Wall  Street  firm 
of  Scheinman,  Hochstin  &  Trotta. 
Obviously,  significant  information 
ought  to  be  reported  to  shareholders. 
That  includes  accounting  changes  or 
departures  from  generally  accepted 
accounting  principles.  But  under  pres- 
ent rules  they  need  only  be  men- 
tioned if  their  impact  on  financial 
statements  is  "material."  The  only 
-.  problem  is  that,  in  the  17  rule-making 
Opinions  the  accountants  have  is- 
sued since  1962,  they  have  never,  with 
a  couple  of  minor  exceptions,  gotten 
around  to  defining  what  is  material. 
"The  accounting  profession  doesn't 
have  enough  guidelines  here,"  admits 
Leonard  Savoie,  executive  vice  presi- 
dent of  the  American  Institute  of 
Certified  Public  Accountants. 

Take  Ampex.  In  March  a  lot  of 
stockholders  got  a  jolt  when  Ampex 
announced  that  in  fiscal  1971  (end- 
ing May  1)  it  would  write  off  $10  mil- 
lion in  deferred  research  and  develop- 
ment expenses,  an  amount  equal  to 
70%  of  its  fiscal  1970  earnings.  Why 
the  surprise?  Ampex  expenses  most  of 


its  R&D,  and  there  was  no  indication 
in  its  1970  annual  report  that  it  had 
deferred  any  R&D  at  all.  Yet  for  the 
past  six  years  Ampex  had  been  de- 
ferring R&D  costs  at  an  average  of 
about  SI  million  a  year.  Why  hadn't 
the  deferrals  been  disclosed?  "To  us, 
the  amount  wasn't  considered  mate- 
rial in  relation  to  a  company  earning 
$20  million  to  $25  mJlion  pretax," 
says  Walter  P.  Weber,  Ampex  vice 
president  of  finance.  But  in  fiscal  1971 
the  deferrals  increased  by  $4.5  million 
to  total  $10  million.  "We  would  have 
disclosed  that  one  way  or  the  other," 
says  Weber.  "We  decided  to  change 
our  accounting  policy  and  disclosed  it 
by  WTiting  it  off." 

Reasonable  Rule? 

Materiality  is  not  a  completely  wide- 
open  area.  Generally,  accountants  say 
that  anything  that  affects  net  income 
by  8%  to  10%  is  material,  while  lesser 
amounts  can  be  safely  ignored.  At 
first,  that  appears  reasonable. 

But  look  at  the  problems.  Stock 
market  prices  are  determined  as  much 
by  the  trend  of  earnings  as  by  abso- 
lute numbers.  Yet,  under  the  8%. to  10% 
guideline,  an  accounting  change  or 
extraordinary  item  that  may  contrib- 
ute a  company's  entire  earnings  gain 
can  be  safely  swept  under  the  rug. 
In  the  first  (juarter  of  1970,  for  in- 
stance, GAC's  earnings  rose  from  76 
cents  to  77  cents  a  share.  Yet  no- 
where did  the  report  disclose  that  a 
4-cent-a-share  tax-loss  carryforward 
had  prevented  GAC's  earnings  from 
sliding  to  73  cents  a  share. 


Tax-loss  carryforwards  should  be 
listed  as  extraordinary  items.  Why 
didn't  GAC?  "You  know  that  the  ac- 
countants have  a  rule  of  thumb  that 
says  that  anything  under  10%  is  not 
material,"  says  GAC  vice  president 
Walter  R.  Strothman.  "Here  you  have  a 
6%  item.  I  don't  know  it  was  not 
shown  for  that  reason,  but  it  is  a 
possibility." 

Even  worse,  a  company  can,  per- 
fectly legally,  fail  to  report  a  half 
dozen  nonmaterial  transactions,  which, 
taken  together,  could  have  a  whop- 
ping impact  on  earnings.  Accounting 
critic  O'Glove  has  worked  out  a 
hypothetical  example  of  such  a  com- 
pany, one  that  reports  basic  operat- 
ing earnings  of  $1  a  share  in  both  1969 
and  1970.  In  1970,  however,  it  ex- 
ecutes eight  transactions  involving 
accounting  changes  or  departures  from 
accounting  opinions,  none  of  which  is 
reported  because  each  affects  total 
earnings  by  only  8  cents.  Yet  altogeth- 
er they  increase  earnings  by  64  cents 
a  share.  "This  is  an  unfair  example," 
says  AICPA  Vice  President  Savoie.  "I 
can't  believe  any  responsible  auditor 
would  sweep  under  the  rug  a  com- 
bination of  things  which  have  an  over- 
whelming cOcct  on  net  income." 

Maybe  not.  But  what  about  a  re- 
lated loophole?  After  its  1970  stock- 
holders' meeting.  General  Dynamics 
revealed  that  its  Resources  Group  had 
improved  its  1969  earnings  by  $5.8 
million  at  the  same  time  that  its  Strom- 
berg  Datagraphix  subsidiary  had  taken 
writeoffs  of  $6.7  million.  Though  both 
numbers  were  far  larger  than  the  $2.5 


Shangri-la.    As   remote    from    the    real    world   as    the    Dalai    Lama's   palace, 
CPAs  discuss  theory,  letting  practical  problems,  like  materiality,  go  unsolved. 
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Questions  for  executives 
concerned  with  rising  costs 
of  liandling  and  distribution 

If  distribution  and  handling  costs  are  getting  out 
of  hand,  here  are  some  questions  to  consider: 

•  Are  we  handling  product  without  adding  value? 

•  Would  an  improved  and  more  effective  layout 
simplify  product  handling? 

•  Does  volume  merit  mechanization  or  com- 
puterized automation? 

•  Should  we  have  special  or  more  flexible  storage 
or  handling  devices? 

•  Have  we  made  a  thorough  analysis  of  in-and- 
off-line  storage? 

•  Can  order  picking  and  truck  loading  time  be 
decreased  to  speed  order  delivery? 

•  Could  warehouse  locations  be  changed  to  reduce 
total  inventory  levels  and  still  give  the  same  or 
better  service? 

•  Do  we  have  too  many  warehouses  or  too  few? 

•  With  more  efficient  methods  and  facilities,  could 
we  attain  a  better  balance  in  inventory  levels? 

•  Do  we  have  the  internal  resources  to  assure 
satisfactory  answers  to  these  questions? 

The  Austin  Material  Handling  and  Distribution 
Study  can  help  you  develop  the  answers.  It's  one 
of  seven  Austin  engineering-economic-consulting 
services,  which  are  an  important  initial  step 
in  a  systems  approach  to  the  development  of 
optimum  solutions  to  plant  facility  problems. 

For  further  information,  please  write,  wire 

or  teletype:  The  Austin  Company, 

3650  Mayfield  Road,  Cleveland,  Ohio  44121. 
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THE  AUSTIN 
COMPANY 

Designers  ■  Engineers  ■  Builders 
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million  General  Dynamics  as  a  whole 
earned  for  the  year,  neither  was  re- 
vealed in  the  1969  report,  since  the 
net  effect  on  earnings  was  not  material. 
According  to  the  CPAs'  accounting 
logic,  two  material  items  equal  one 
nonmaterial  item. 

If  the  CPAs  ever  get  around  to 
tackling  the  materiality  question,  per- 
haps the  toughest  loophole  will  be 
the  impact  of  accounting  changes  on 
future  earnings.  Take  a  company  that 
nets  $10  million  a  year  and  has  been 
writing  off  its  research  and  develop- 
ment costs  at  the  rate  of  $200,000  a 
year,  or  2%  of  net.  In  late  1970  its 
president  sees  that  a  massive  new  re- 
search project  will  cost  it  $2  million 
in  1971,  or  20%  of  estimated  earnings. 
So,  before  the  year  is  out,  he  decides 
to  capitalize  R&D  instead.  Why? 
Because  he  won't  have  to  tell  stock- 
holders about  it.  In  1970  the  change 
isn't  material;  in  1971  he  won't  have 
to  mention  a  change  made  in  1970. 

Immaterial  Billions 

Or  look  at  giant  IBM,  which  in 
terms  of  market  value  ($40  billion) 
is  the  biggest  company  in  the  world. 
In  mid-1969  it  made  a  little  account- 
ing change,  okayed  by  Price  Water- 
house,  that  it  never  disclosed  in  its 
annual  report.  At  that  time,  IBM  was 
selling  many  of  its  computers  out- 
right rather  than  leasing  them,  and 
some  purchasers  paid  for  theirs  on  an 
installment  basis.  In  the  past  IBM  had 
added  installment  payments  to  rev- 
enues and  profits  as  they  came  in- 
over  a  period  of  as  many  as  four  years. 
But  in  July  of  1969  it  switched  its 
method.  Under  the  new  approach  the 
total  amount  of  the  purchase  price 
(less  a  bad  debt  allowance)  was  im- 
mediately added  to  revenues  and 
profits  in  one  lump  instead  of  over 
the  contract  life.  No  one  knows  how 
much  that  may  have  added  to  IBM's 
income  in  1970,  a  year  when  IBM 
clearly  had  to  struggle  to  show  im- 
proving profits. 

"We  don't  make  public  amounts 
considered  to  be  nonmaterial,"  says  an 
IBM  official  who  emphasizes  that  the 
"vast  majority"  of  sales  were  not  on 
an  installment  basis.  Yet,  if  the  change 
improved  IBM's  1970  profits  by  as 
little  as  4%,  it  would  have  had  a  $40- 
million  impact  on  net.  With  IBM's 
price/ earnings  ratio  about  40  to  1, 
that  "nonmaterial"  change  could  have 
increased  IBM's  market  value  $1.4 
billion  in  the  marketplace. 

The  CPAs  are  aware  of  the  prob- 
lem. In  1964,  seven  years  ago,  the 
AICPA  commissioned  a  study  of  it. 
"We  still  do  not  have  the  report,"  says 
Savoie.  "I'm  not  saying  that  this  is  an 
outstanding  performance." 

Neither   would   any   stockholder.  ■ 
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Did  you  read  thisTexaco  advertisement 

inTiie  NewYoriiTimes 
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It's  one  of  a  continuing  series  of  advertisements  initiated  by  Texaco,  appearing 
opposite  the  Editorial  page  of  The  New  York  Tinnes  and  in  the  Outlook  Section  of 
The  Washington  Post,  bringing  their  important  readers  a  fuller  understanding 
of  our  efforts  to  help  solve  the  pollution  problem. 


The  People's  Drink 

There's  no  alcohol  in  it,  but  BBL  is. 


"Havva  cuppa?" 

Throughout  the  English-speaking 
world,  except  in  the  U.S.  {see  caption), 
tens  of  millions  of  people  ask  this  ques- 
tion several  times  a  day.  And  daily  tens 
of  millions  reply,  "Yes,  thank  you." 
Which  is  why  Brooke  Bond  Liebig 
Ltd.  had  sales  last  year  of  over  $550 
million  and  earned  $32.9  million. 

A  cuppa  is  a  cup  of  tea,  and, 
though  few  Americans  know  the  name, 
Brooke  Bond  Liebig  is  the  world's 
largest  tea  company.  Lipton's  is  the 
most  popular  tea  with  Americans,  but 
the  average  American  uses  only  seven- 
tenths  of  a  pound  a  year.  Elsewhere 
in  the  English-speaking  world,  where 
consumption  can  run  nearly  nine 
pounds  a  year— over  12  times  as  much 
—BBL  dominates  the  market. 

For  example,  it  has  more  than  45% 
of  the  market  in  the  United  Kingdom, 
where  tea  is  a  way  of  life.  The  official 
British  history  of  World  War  II 
records  that  people  "couldn't  run  a 
village  dance,  raise  money  for  Spit- 
fire funds,  get  married  or  maintain 
morale  in  air  raids  without  tea." 

Aside  from  tea,  Brooke  Bond 
Liebig  also  sells  coffee,  spices,  a  beef 
extract  called  Oxo,  and  various  canned 
and  packaged  meat  products.  Oxo  and 
the  meat  products  were  acquired  in 
1968  when  Brooke  Bond  bought 
Liebig.  Says  Financial  Director  J.M. 
Thomson,  "For  a  century,  we  were  a 
one-product  company.  Now  we're  a 
two-product  company." 

Moinstay 

But  tea  is  far  and  away  the 
main  product,  accounting  for  60%  of 
sales  and  65%  of  earnings,  and  in  tea 
BBL  is  not  only  the  leading  mer- 
chandiser but  also  a  major  producer, 
with  plantations  in  India,  Ceylon  and 
East  Africa.  This  has  hurt,  rather  than 
helped,  profit  margins  because  tea 
production  has  been  increasing  3%  a 
year,  while  consumption  has  been 
rising  by  only  2%,  and  prices  natu- 
rally have  weakened. 

BBL  even  has  complications  in  using 
the  tea  it  grows.  "We  sell  80%  of  the 
tea  we  produce  in  India  at  the  Cal- 
cutta and  Colombo  auctions,"  says 
Thomson.  "Otherwise  the  Indians 
might  think  we  were  keeping  prices 
low  to  maximize  profits  elsewhere, 
thereby  depriving  them  of  taxes." 

Despite  this,  BBL  has  done  well. 
Sales  have  steadily  increased,  from 
$439.9  million  in  1968,  the  first  year 
of  the  merger,  to  last  year's  $550 
million;  earnings  have  kept  pace,  ris- 
ing from  $25.9  million  before  taxes  to 
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Political  Activism.  The  Bos- 
ton Tea  Party  (above)  signaled 
the  end  of  tea  drinking  in 
what  was  to  become  the  Unit- 
ed States.  During  the  Revolu- 
tion drinking  tea  was  consid- 
ered unpatriotic,  so  Americans 
turned  to  coffee— then  a  new 
fad— and  stayed  with  it  to  this 
day.  Canadians,  however,  re- 
mained and  still  remain  loyal 
—both  to  the  Crown  and  to  tea. 


last  year's  $32.9  million.  The  operat- 
ing margin  is  roughly  6%.  "We've  been 
able  to  maintain  our  profit  margins," 
Thomson  explains,  "because  we  have 
exceptionally  good  management  in 
o,ur  tea  plantations.  1  don't  mean  our 
people  are  a  little  better;  they're  far 
ahead.  Also,  because  we  market 
wotldwide,  we're  able  to  anticipate 
changes  in  taste  in  tea  two  or  three 
years  ahead." 

The  growing  British  acceptance  of 
tea  bags  has  been  helpful,  too.  Until 
recently,  only  Americans  used  tea 
bags;  the  rest  of  the  English-speaking 
world  considered  them  a  barbarism. 
Most  proper  drinkers  still  do,  but  the 
prejudice  is  dwindling;  tea  bags  now 
account  for  7/2%  of  the  market  in  the 
United  Kingdom.  "And,"  Thomson 
adds  cheerfully,  "the  profit  margin  on 
tea  bags  is  twice  as  great." 

Finally,  BBL  has  profited  from 
"three  good  monsoons  in  India."  This 
has  given  bountiful  crops  to  a  nation 
usually  on  the  verge  of  starvation  and, 
in  doing  so,  has  raised  the  income  of 
the  Indian  farmer,  enabling  him  to 
drink  more  tea. 

Coo/  It 

Looking  ahead  from  a  prosperous 
present,  BBL  has  two  goals.  One  is 
the  U.S.  It  has  been  moving  slowly, 
cautiously,  and  last  year  even  profit- 
ably into  the  U.S.  market,  starting  in 
New  York  City  and  branching  out  into 
the  metropolitan  area.  "We've  moved 
in  this  way,"  says  Thomson,  "because 
the  U.S.  is  such  a  tough  market.  You 
have  giant  food  companies  that  are 
murderous  competitors.  And  your  su- 
permarket chains  really  put  the 
squeeze  on. 

"We  look  on  the  U.S.  as  a  potential 
growth  market,"  he  goes  on,  "but  not 
for  hot  tea.  For  a  good  instant  iced 
tea.  We're  working  on  that.  Potential- 
ly, there's  a  great  market  in  the  U.S." 

The  profit  margin  on  a  good  instant 
iced  tea  would  be  even  greater  than 
on  tea  bags,  though  it  would  cost 
more  to  produce. 

The  other  goal  is  expanding  the 
meat  business  BB  took  over  when  it 
became  BBL.  It  may  come  as  a  sur- 
prise to  Americans,  but  the  rest  of 
the  world  does  not  have  an  industry 
that  can  freeze  meat  properly.  BBL 
has  acquired  a  U.S.  patent  for  doing 
so,  and  it  plans  eventually  to  put 
frozen  meats  on  the  British  market  of 
the  same  quality  that  a  U.S.  house- 
wife can  get  in  her  supermarket.  Says 
Thomson:  "Today's  young  housewife 
doesn't  know  how  to  choose  meat. 
If  she  goes  into  a  supermarket  and 
sees  frozen  meat  with  a  BBL  label, 
we  think  she'll  buy  it,  because  we 
have  a  reputation  for  quality." 

Meanwhile,  havva  cuppa.  ■ 
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"I  Made  It  Myself!" 

The  once-scorned  homemade  dress  has  become  a  badge 
of  accomplishment  and  independence.  And  a  source 
of  growing  profits  for  the  home  sewing  industry. 

When  Donald  P.  Kircher  took  over 
at  Singer  in  the  late  Fifties,  one  of 
his  earl)    mo\es  was  to  beef  up  his 

1,500  or  so  Singer  centers  in  North  > 

.\merica  by  adding  "Home  Entertain- 
ment Centers"  stocked  with  T\'  sets, 
audio  systems  and  records. 

It  wasn't  a  bad  idea  for  the  Sixties. 
Sewing  machine  sales  were  growing 
only  modestly.  After  all,  in  an  age  of 
increasing  affluence,  how  many  wom- 
en wanted  to  spend  their  free  hours 
hunched  o\er  a  sewing  machine? 

B>  1969,  however,  the  TVs  and 
radios  had  \anished  from  a  majority 
of  Singer's  centers.  The  space  they 
occupied  was  turned  over  to  fabrics 
and  notions— thread,  zippers,  buttons 
and  the  like.  And  most  Singer  stores 
were  once  again  strictly  sewing  cen- 
ters (e.xcept  for  vacuum  cleaners) 
just  as  they  were  for  generations  be- 
fore an\one  had  ever  dreamed  of  ap- 
pKing  the  word  "aflluent"  to  .'Amer- 
ican society. 

What  Singer  and  many  other  com- 
panies are  disco\ering  is  that  the 
American  woman,  who  once  fancied 
herself  liberated  from  the  drudgeries 
of  sewing  by  the  efficiencies  of  Amer- 
ican business,  is  again  threading  bolj- 
bins,  basting  seams  and  struggUng 
with  buttonholes.  Of  the  82  million 
U.S.  females  between  12  and  65,  an 
estimated  44  million  now  sew.  And 
each  year  the  proportion  increases. 
Singer  estimates  that  from  1965  to 
1970  fabric  sales  for  home  sewing  rose 
from  S800  million  to  $1.3  billion,  a 
10.2%  annual  increase.  Added  to  1970 
estimated  sales  of  sewing  machines 
(S400  million)  and  notions  and  pat- 
terns ($625  million),  that  makes  home 
sewing  a  $2.3-billion  market.  And 
George  W.  Schmidt,  who  heads 
Singer's  North  Atlantic  Consumer 
^Products  group,  says  he  is  "convinced 
we  are  just  barely  past  the  threshold 
of  the  sewing  boom." 

Others  are  equally  optimistic. 
The  1969  sales  of  American  Can's 
subsidiar\,  Butterick  Fashion  Market- 
ing Co.,  were  $28  million,  but  But- 
terick President  Rudy  A.  Ferrari  hopes 
to  hit  sales  of  $120  million  by  1975. 
The  sales  of  two  leading  independent 
companies.  Simplicity  Pattern,  the 
biggest  patternmaker,  and  House  of 
Fabrics,  a  240-store  chain  of  fabric 
outlets,  jumped  17%  and  32%,  respec- 
tively, in  1970.  Their  stocks  recently 
sold  at  a  lofty  45  and  58  times  earn- 
ings, respectively. 

It  is  important  to  understand  that 


home  sewing  is  not  just  a  fad.  Rather, 
it  smacks  of  a  movement,  like  con- 
sumerism or  envircjiimentalism.  Wom- 
en are  rebelling— with  their  dollars. 
They  dislike  bringing  clothes  home 
that  all  loo  often  are  sloppily  made. 
They  hate  fighting  crowds  in  retail 
stores  that  continue  to  cut  back  on 
sales  help.  They  are  frustrated  by  the 
narrow  choices  in  ready-to-wear  de- 
partments, both  in  size  and  style.  And 
most  of  all,  they  don't  like  the  high 
cost  of  ready-to-wear  clothing. 

Cheaper  by  the  Pattern 

Inflation,  higher  wages  and  steep- 
er transportation  costs  have  in  the 
past  decade  skyrocketed  the  price  of 
ready-to-vsear  clothing.  Ten  years  ago 
a  simple  read\'-to-wear  dress  on  a  rack 
at  a  department  store  might  cost  $18. 
Today  a  similar  dress  could  cost  $35. 
But  a  pattern  would  cost  75  cents,  2)2 
yards  of  material  about  $10,  notions 
(zippers,  buttons,  needles,  thread), 
another  $1.25.  That's  $12,  about 
one-third  of  the  cost  for  a  dress  that 
the  competent  home  sewer  could 
probably  stitch  together  better  than 
Seventh  Avenue  could. 

But  the  men  who  run  companies  in 
the  home  sewing  business  are  selling 
much  more  than  economy.  "Individ- 
ualistic fashion— that  to  me  is  cen- 
tral," says  Butterick 's  Ferrari.  For  $50, 
a  woman  might  be  able  to  buy  a 
single  ready-to-wear  outfit  of  decent 
quality.  But  if  she  sewed  at  home  she 
might  create  a  pair  of  hot  pants,  plus 


a  mini-skirt,  plus  a  mididress,  plus  a 
pants  suit.  Either  these,  or  a  blouse 
and  skirt  with  enough  left  over  for 
some  dazzling  accessories.  All  for  $50. 
What  she  gets,  says  Ferrari,  is  "more 
fashion  for  the  same  money." 

This  impulse  for  more  fashion  is 
tied  clo.sely  to  a  need  for  individuality, 
which  is  dominating  fa.shion  thinking 
today.  The  failure  of  the  midi  not  only 
opened  the  way  for  the  pants  suit  and 
hot  pants;  it  also  loosened  the  grip  of 
Seventh  Avenue  and  the  mass  retail- 
ers on  fashion.  The  proliferation  of 
neighborhood  boutiques  with  their 
own  designers,  sewers  and  custom- 
made  clothes  has  been  the  high-cost 
response  to  this  surge  of  interest  in  in- 
dividualistic, creative  fashion.  Home 
sewing  has  been  the  economical  ver- 
sion. "What  else  do  women  have  to 
be  creative  about?"  asks  Singer's 
Schmidt.  "The  cakes  are  premi.ved, 
even  the  pizza  pies.  But  in  home  .sew- 
ing a  woman  is  not  dictated  to.  She 
creates  her  own  fashion." 

Of  course,  none  of  the  sewing  pro- 
moters dwell  on  the  two  big  disad- 
vantages to  home  sewing:  It  takes 
time  and  skill.  No  one  can  do  much 
about  the  time.  While  a  skirt  takes 
only  about  three  hours  to  sew,  a  sim- 
ple dress  can  take  a  day,  a  pants  suit 
about  two  days  and  a  high-style  Vogue 
pattern  (part  of  the  Butterick  line) 
as  much  as  20  hours. 

But  the  industry  is  working  fever- 
ishly to  teach  women  the  skills  of 
sewing.  Fortunately,  it  is  getting  a  lot 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  Vi  to  14 
higher. 

Over  5,000  styles  $100  to  $100,000 


I  Send  for  FREE  80-PAGE  CATALOG 

EMPIRE  DIAMOND  CORP.,  OEPT.  46 
I    Empire  State  BIdg.,  New  York,  N.Y.  10001 

I    NAME  

I    ADDRESS     
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Reduce  roofing  costs 
with  new  spray  process 

Your  own  maintenance  men  can  use  Ranco 
roof  spray  equipment  FREE  to  waterproof 
weatfierworn  roofs  permanently.  The  roof 
spray  equipment  pumps  Ranco  plastic  sealant 
from  drums  on  the  ground  and  sprays  it  di- 
rectly on  your  roof.  The  sealant  forms  a  seam- 
less elastic  shield  that  defies  bittc-  cold  and 
blistering  heat;  it  stops  leaks  and  restores 
pliability  to  old  roof  felt.  Save  contractor's 
costs,  time,  and  handling;  our  Ranco  Roofing 
Engineers  provide  jobsite  instruction.  Write  on 
your  company  letterhead  for  FREE  48-pagc 
Ranco  Roofing  &  Maintenance  Catalog  which 
gives  complete  details  to  Ranco  Industrial 
Products  Corp.,  13306  Union  Ave.,  Cleveland, 
Ohio  44120. 


of  help,  courtesy  of  the  taxpayer. 
Roughly  85%  of  the  1.5  million  girls 
graduated  from  high  school  each  year 
have  been  taught  to  sew  in  hoiiie 
economics  classes. 

What  is  more  important,  most  of 
them,  according  to  the  jubilant  in- 
dustry, are  continuing  to  sew.  In  fact, 
some  50%  of  women  who  do  sew  are 
between  the  ages  of  15  and  30,  mem- 
bers of  a  generation  that  never  expe- 
rienced the  Depression  of  the  Thir- 
ties. To  them  the  word  "homemade" 
does  not  have  the  associations  with 
poverty  it  holds  for  their  elders. 

As  for  older  women,  they  are  being 
lured  to  sewing  in  a  variety  of  ways. 
McCall's,  Butterick  and  Simplicity 
have  all  upped  their  ad  budgets  for 
1971.  Singer  trains  some  120,000 
women  a  year  in  a  $30,  six-class  pro- 
gram. Suburban  sewing  classes  are 
springing  up,  much  like  the  already 
popular  gourmet  cooking  schools. 
Women's  publications  like  McCall's, 
Seventeen  and  Vogue  are  devoting 
more  space  to  home  sewing. 

But  the  industry  is  just  as  con- 
cerned with  instilling  confidence  as 
with  teaching  skill.  The  woman  buy- 
ing in  a  dress  shop  can  try  clothing 
on,  ask  a  saleslady's  opinion  and 
take  a  dress  home  for  the  family's 
verdict.  The  home  sewer  has  to  rely 
on  her  own  judgment.  Says  Earle  K. 
Angstadt  Jr.,  who  took  over  seven 
months  ago  at  Norton  Simon's  subsid- 
iary, the  McCall  Pattern  Co.:  "It 
takes  a  woman  with  imagination  to 
buy  a  pattern,  then  find  a  fabric  and 
put  the  two  together  in  her  mind. 
Then  she  gets  home  and  she  is  all 
alone.  Of  course,  in  the  final  analysis 
she  will  either  succeed  or  fail,  depend- 
ing on  the  reaction  of  her  family  and 
friends." 

Hopping  on  the  Bandwagon 

Many  big  companies  have  been 
slow  to  conclude  that  the  boom  in 
home  sewing  was  more  than  a  fad. 
For  years  the  textile  companies  al- 
most ignored  the  over-the-counter 
fabric  market  in  favor  of  their  Seventh 
Avenue  customers.  "Home  sewing 
labrics  used  to  be  the  dumping 
ground  for  the  fabric  makers,"  says 
DeVerle  D.  Helvie,  head  of  fabric 
merchandising  for  Sears,  Roebuck. 
The  notions  companies  were  small 
firms,  often  privately  held,  with 
narrow  product  lines.  And  while 
companies  like  Norton  Simon  and 
American  Can  were  smart  enough  to 
get  into  the  pattern  lousiness,  they 
were  left  far  behind  by  independent 
Simplicity  Patterns,  which  now  has 
over  luilf  the  total  business. 

Today  it's  a  difl^erent  story.  Textile 
companies  have  recognized  home 
sewing   as   a   major  market   and   are 


Rookie  Sewer.  To  promote 
patterns,  McCall's  organized 
an   Executive   Sewing   School. 


producing  fabrics  made  specially  for 
over-the-counter  outlets. 

The  notions  companies  are  being 
acquired  by  bigger  companies  intent 
on  developing  broad  product  lines. 
Butterick  acquired  Unique  Zipper  in 
1969.  Textron  acquired  Talon  Zipper 
in  1968.  Scovill  acquired  Dritz,  the 
leading  sewing  aid  and  scissor  com- 
pany, in  1966.  Thus,  while  Talon  was 
moving  into  other  notions,  Dritz  was 
entering  the  zipper  and  button  busi- 
ness, noted  George  Stevens,  head  of 
Scovill's  Dritz  division. 

There  are  new  merchandising  ef- 
forts. For  example,  Butterick's  Ferrari 
is  pushing  his  company  deeper  into 
publishing,  direct  mail  and  overseas 
distribution,  and  even  muses  about  the 
possibility  of  door-to-door  merchandis- 
ing a  la  Avon. 

Is  the  home  sewing  boom  growing 
too  fast?  "There  is  a  certain  amount 
of  getting  on  the  bandwagon,"  says 
Scovill's  Stevens.  "Everyone  who  looks 
at  it  thinks  it  is  a  golden  egg."  Per- 
haps the  most  speculative  are  some 
fabric  chains  that  are  increasing  their 
units  at  a  rate  of  one  or  more  a  month. 
The  low  cost  of  a  fabric  store  makes 
entry  easy.  "It  could  turn  out  like  the 
franchising  industry,"  says  one  pat 
tern  company  executive. 

Yet  the  prospects  for  growth  an 
genuine.  There  is  no  sign  of  major 
improvement  in  prices  or  quality  o£ 
ready-to-wear  garments.  And  the  big 
barrier  has  fallen.  Once,  a  woman 
would  have  been  ashamed  to  say  hei! 
dress  was  homemade.  "Today,"  says 
Ferrari  of  Butterick,  "a  woman  is 
proud  to  say  she  made  it  herself."" 
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TV  Guide  moves  into  '71  by  moving  up. 
First  quarter  ad  pages  are  up  by  65,  ad  revenue 
ahead  by  20%.  And  circulation  is  averaging 
700,000  copies  above  the  same  period  last  year. 

Maintaining  this  kind  of  momentum  shows 
how  essential  TV  Guide  is  to  its  readers  and  how 
important  our  readers  are  to  advertisers. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 

Sell  with  the  one  that's  selling. 


SflOrce:  Publisher's  Estimates. 


A  two-inch  empty  pipe 
can  carry  230,000  telephone  conversations. 


The  pipe  is  no  bigger  than  your  wrist. 

Yet  what  really  makes  it  news  is  that  there's  abso- 
lutely nothing  inside. 

Except  room  for  230,000  simultaneous  telephone 
conversations. 

In  the  years  to  come,  millimeter  waveguide  pipe  will 
be  buried  four  feet  underground.  In  a  larger  cradling  pipe 
to  give  it  protection  and  support. 

It'll  also  have  its  own  amplifying  system  about  every 
20  miles.  So  your  voice  will  stay  loud  and  clear. 

Even  after  3,000  miles. 

Yet  this  little  pipe  is  capable  of  carrying  a  lot  more 
than  just  conversations. 

It  can  also  carry  TV  shows.  Picturephone®  pictures. 
Electrocardiograms.  And  data  between  thousands  of. 
computers. 

AH  at  once. 

"The  American  Telephone  and  Telegraph  Company 
and  your  local  Bell  Company  are  always  looking  for  new, 
ways  to  improve  your  telephone  service.  -^i^sm^ 

Sometimes  that  means  developing  a  better  way  to 
use  two  inches  of  empty  space.  ^ 


The  Little  Bet  Shop  around  the  Comer? 


London  already  has  them,  and  New  York  will 
soon.   They're  a  highly  profitable  business. 


With  the  Financial  Times  index  down 
16.4%  for  the  year,  1970  was  a  dis- 
tressing year  on  the  London  Stock  Ex- 
change. But  not  for  everybody.  Lad- 
broke  Group  was  up  23.3%  for  the 
vear,  J.  Coral  47.8%,  Hurst  Park  67.2%, 
Mark  Lane  94.9%,  Windsors  107.2% 
and  William  Hill  110.6%. 

All  six  companies  are  in  the  same 
business:  the  betting  shop  business. 
Betting  shops  are  unknown  in  the  U.S. 
But  they  soon  may  become  common, 
because  the  City  of  New  York  {see 
box,  p.  50)   has  received  permission 


from  the  State  Legislature  to  establish 
a  betting  shop  chain,  and  other  cities 
seem  likely  to  follow  New  York's  lead. 
A  betting  shop  is  a  place,  usually  on 
a  busy  street,  where  a  man  can  bet  a 
shilling  or  two  on  a  horse,  a  dog,  a 
football  game.  Ladbroke  and  the  oth- 
ers are  betting  shop  chains. 

They  are  highly  profitable  be- 
cause, as  the  London  brokerage  house 
of  Sandelson  &  Co.  pointed  out  re- 
cently, a  betting  shop  "carries  no 
stock,  is  untroubled  by  changes  of 
fashion  .  .  .  requires  a  license  to  trade 


and  is  thus  protected  from  competi-' 
tion  .  .  .  deals  only  with  cash  custom- 
ers who  pay  in  advance  .  .  .  needs 
only,  a  small  area  in  which  to  trade 
.  .  .  uses  the  most  modern  of  mechani- 
cal aids." 

" .  Until  passage  of  the  Betting  &  Gam- 
ing Act  of  1960,  betting  shops  were 
unknown  in  the  United  Kingdom.  To- 
day they  are  an  enormous— and  enor- 
mously profitable— business,  with  sales 
approaching  $3  billion  a  year. 

Since  the  government  initially  gave 
licenses  to  almost  everyone  who  ap- 
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Horse  Rooms.  In  London,  bet- 
ting shop  operations,  like  those 
of  William  Hill,  shown  on  these 
pages,  are  as  familiar  as  brokers' 
offices  are  in  New  York.  Brit- 
ain's fifth-largest  business,  the 
local  betting  shops  have  hurt 
British  racetrack  attendance  — 
off  21  %  in  four  years— as  they 
have    not    in    other    countries. 
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plied,  betting  shops  sprang  up  all 
over  the  U.K.  There  are  now  15,500 
of  them,  most  of  them  family  owned, 
the  equivalent  of  the  Mom-&-Pop  gro- 
cery stores  in  the  U.S.  But  the  same 
laws  of  economics  that  created  the 
supermarket  chains  operate  in  the 
betting  shop  business.  The  chains 
have  grown  at  a  tremendous  rate  by 
gobbling  up  the  Mom-&-Pop  shops. 

One  of  the  advantages  that  the 
chains  have  over  the  Mom-&-Pop 
shops  is  that,  if  you  have  a  couple  of 
hundred  shops,  you  can  spread  the 
risks  until  they  become  nonexistent. 
Another  is  that  you  can  also  spread 
the  overhead.  A  third  is  that  you  can 
manipulate  the  odds. 

The  betting  shop  chains  use  the 
odds  quoted  by  the  bookies  at  the 
race  tracks.  But  only  about  7%  of  all 
wagers  on  horse  races  are  made  at 
the  race  tracks,  so  the  odds  are  based 
on  very  little  betting.  To  compensate 
for  this,  the  chains  all  have  represen- 
tatives at  the  race  tracks,  called  floor 
men,  to  knock  down  the  odds  on  a 
long  shot.  The  practice  makes  punters 
(as  bettors  are  called  in  England)  fu- 
rious, but  the  cluiins  (whose  proprie- 
tors sometimes  call  themselves  Turf 
Accountants)  consider  it  perfectK 
legitimate.  Says  Cyril  Stein  (pro- 
nounced Steen),  chairman  of  Lad- 
broke:   "We're  merely  taking  advan- 
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^ShipYard  business  is  expected  to  increase 
by  67%.  And  well  be  growing  with  WJ 


In  the  decade  just  past, 
shipyard  billings  totalled  $20.3 
billion.  By  the  end  of  the  1970's, 
experts  see  this  figure  climbing  to 
$34  billion— a  67%  increase. 

And  with  the  recent 
federal  authorization  to  build  300 
new  ships  over  the  next  10  years, 
the  boom  has  already  begun. 

Our  two  shipyard  facilities 
are  admirably  situated  to  share 
in  the  increased  business  resulting 
from  the  nation's  mounting 
maritime  fleet.  Maryland 
Shipbuilding  &  Drydock 
Company,  for  example,  is  located 
in  the  center  of  the  Atlantic 
seaboard's  shipping  business 
and  is  well-known  for  its  ship 
repair  and  ship  conversion 
capabilities.  And  our  Jacksonville 
Shipyards  subsidiary  offers  the 
advantage  of  Florida's 
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year-around  warm  weather  for 
ship  repairs  in  that  area. 

Together  they  serve  the 
entire  Atlantic  and  Gulf 
seaboard,  offering  our  Fruehauf 
customers  10  drydocks  with  lifting 
capacities  of  up  to  33,000  tons. 

Our  1970  Annual  Report 
tells  you  more  about  our 
increasing  shipyard  activities. 
For  your  copy 
write  Fruehauf 
Corporation, 
10900  Harper, 
Detroit,  Mich. 
48232. 

Fruehauf. 

A  company  building 

for  the  70's  through 


Total  Transportation. 


TRANSPORTATION 


On  this  side  of  the  Atlantic,  the 
New  York  City  Off-Track  Betting 
Corp.  is  struggHng  to  get  its  foal 
out  of  the  paddock.  "We're  almost 
discredited,  attacked  everywhere," 
moans  multimillionaire  Howard  J. 
Samuels,  its  president  and  former 
president  of  Kordite  Corp.  De- 
layed by  a  series  of  hassles  with 
the  tracks,  OTB  will  go  into  op- 
eration this  month  with  five  betting 
locations  out  of  a  planned  100.  Of 
New  York  State's  five  big  tracks, 
only  Long  Island's  Roosevelt  Race- 
way has  signed. 

With  $1.5  billion  in  betting  rev- 
enues, New  York's  tracks  are  wor- 
ried about  Off-Track  Betting  Corp. 
competition. 

But  Samuels  intends  to  "promote 
the  hell"  out  of  OTB,  a  course  he 
hopes  will  attract  new  business  and 
carve  a  slice  from  the  .$20-billion 
illegal  gambling  market.  In  Austra- 
lia, he  points  out,  even  without  ad- 
vertising, that  is  just  what  hap- 
pened in  the  eight  years  since  off- 
track  betting  was  legalized:  Illegal 
gambling  has  disappeared,  track 
attendance  is  up  and  off-track  bet- 
ting has  soared. 

OTB,   however,   will   start    with 


tage  of  the  normal  workings  of  the 
law  of  supply  and  demand." 

Ladbroke  is  the  largest  of  the  chains, 
with  over  600  shops  and  a  volume  in 
1970  of  $172  million,  which  Stein  es- 
timates will  rise  to  $180  million  this 
year.  The  founder,  Arthur  Bender, 
started  as  a  bookmaker  to  landed  gen- 
try: His  list  of  customers  read  like 
Burke's  Peerage,  and  it  actually  was 
a  sign  of  both  aristocratic  hneage  and 
financial  solidity  to  have  an  account 
with  him.  Income  taxes  and  inheri- 
tance taxes  shrank  Ladbroke's  clien- 
tele, and  when  Stein  took  it  over  with 
a  group  of  friends  in  1956,  it  was  only 
a  shadow  of  a  company.  Stein  and 
his  friends  bought  it  for  the  name. 

William  Hill  also  started  as  a  regu- 
lar bookmaker.  It  did  not  go  into  the 
betting  shop  business  until  1965,  and 
it  still  does  an  enormous  credit  busi- 
ness, mostly  with  A^om-St-Pop  shops, 
which  lay  off  bets  with  Hill.  It  runs 
about  260  betting  shops  but  it  has 
just  arranged  to  merge  with  Hurst 
Park,  which  will  give  it  65  more.  The 
man  who  runs  it,  William  Balshaw, 
does  not  himself  ever  make  a  wager: 
His  diversion  is  playing  the  flute. 

Betting  shops  have  proved  a  good 
business  for  the  government,  too.  Be- 
sides the  normal  corporation  tax,  the 
betting  shops  have  to  pay  a  tax  of  6% 
turnover    and    an    additional    levy    of 

-Two  Will  Get  You-Two?- 


one-half  of  1%  which  is  used  to  "im- 
prove the  breed." 

New  York  City  hopes  that  by  es- 
tablishing a  chain  of  betting  shops,  it 
will  be  able  to  raise  an  extra  $25 
million  a  year,  which  it  sorely  needs. 
The  U.K.'s  betting  shop  operators, 
fierce  believers  in  private  enterprise, 
are  shocked.  Says  Cyril  Stein:  "What 
New  York  should  have  done  is  license 
us.  We  could  make  more  for  the  city 
than  it  will  for  itself."  ■ 


two  handicaps.  First,  the  U.S.  taxes 
gambling  winnings  (though  such 
taxes  on  illegal  winnings  are  rarely 
paid)  so  that  OTB  gambling  could 
be  taxable.  Second,  OTB  cannot 
by  law  oft'cr  a  full  gambling  pack- 
age, and  Samuels  says  that  over 
50%  of  illicit  gambling  is  on  team 


sports  like  football  and  baseball. 

He  plans  to  push  for  changes, 
but  first  OTB  will  need  a  track  rec- 
ord. For  his  first  full  fiscal  year, 
starting  July  1,  he  hopes  for  rev- 
enues of  $400  million  and  earnings 
of  $25  million. 

The  odds  are  no  better  than  even. 
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Trammell  Crow: 


Big.  B/'ggen  Biggest? 


Real  estate  developer  Crow  doesn't  follow  the  crowd.  He  builds  to  own,  and 
what  he  owns  is  now  the  biggest  private  real  estate  operation  in  the  U.S. 


The  coN\T.N"noNAL  real  estate  strat- 
egy is  to  borrow,  build,  depreciate, 
sell;  then  take  the  profit  and  start  all 
over  again.  But  the  U.S.'  biggest  pri- 
vate real  estate  developer,  Dallas' 
Trammell  Crow,  achieved  his  present 
le.xas-sized  eminence  by  standing 
such  accepted  canons  of  real  estate 
practice  on  their  heads.  "We  aim  to 
keep  everything  we  build,"  says  Crow. 
"We  pay  lots  of  taxes,  depreciate  slow- 
er than  we  have  to,  and  no  borrowing 
out— beyond  the  bare  cost  of  the  proj- 
ect—and no  refinancing. " 

It's  keeping  everything  he  builds 
that  has  done  it— made  Crow  at  the 
age  of  56  the  biggest  private  landlord 
in  the  U.S.,  head  of  the  loosely  struc- 
tured Trammell  Crow  Co.  and  sole 
or  partnership  proprietor  of  properties 
worth  something  in  excess  of  $1  bil- 
lion. Crow's  involvement  in  the  $55- 
million  Dallas  Market  Center,  in  Atlan- 
ta's $6()-million  Peachtree  Center  and, 
with  David  Rockefeller,  in  San  Francis- 
co's $200-million  Embarcadero  Cen- 
ter commercial  complex,  have  won  him 
what  public  attention  he  has  had  to 
date.  But  the  underpinnings  of  his  na- 
tionwide empire  are  somewhat  more 
mundane— 25  million  square  feet  of 
warehouse  space  in  26  cities  from  New 
Orleans  to  Philadelphia,  24,000  hous- 
ing and  apartment  units— "no  high 
rises,  just  garden  apartments"— in  cit- 
ies from  Palm  Beach  to  Chicago. 

"You  won't  find  us  mentioned  in  the 
slick  magazines  as  innovators,"  he  says, 
eyebrows  bristling,  "but  you  won't 
find  us  listed  in  The  Wall  Street 
Journal  as  bankrupt,  either." 

Crow's  friends  describe  him  as  folk- 
sy, imaginative,  modest  and  "tough  as 
hell  when  he  wants."  But  doesn't  it 
'  take  more  than  that  to  build  a  single 
Dallas  warehouse  into  a  real  estate 
empire  stretching  from  Hong  Kong  to 
Belgium  to  Shreveport?  Crow's  own 
answer  is  deceptively  forthright:  "By 
finding  a  success  formula,  making  it 
work  and  repeating  it,  repeating  it, 
repeating  it,"  he  says.  Sounds  simple, 
but  it's  trickier  than  that. 

Buy,  Borrow,  Build 

In  1936  Trammell  Crow,  the  teller 
behind  window  H-to-M  in  the  Mer- 
cantile National  Bank  in  Dallas,  was  a 
22-year-old  kid  who  dreamed  of  going 
to  college,  but  was  stymied  by  the 
Depression.  Instead,  he  got  his  CPA 
at  night,  quit  banking  to  work  for 
the  accounting  firm  of  Ernst  &  Ernst, 
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then  served  in  wartime  Washington 
as  a  Naval  commander.  He  married 
during  the  war,  and  in  the  late  1940s 
was  managing  his  wife's  family  grain 
elevator  business  in  Dallas. 

"In  1948  I  had  to  find  tenants  for 
an  old  multistoried  warehouse,"  he 
says.  "That  attracted  me  to  real  es- 
tate, and  I  decided  to  try  my  hand  at 
it.  By  buying  a  piece  of  land,  and  us- 
ing it  as  collateral,  I  was  able  to  bor- 
row $40,000  from  Pacific  Mutual  Life 
and  the  First  National  [Bank  in  Dallas 
on  whose  board  he  now  sits]  and 
build  a  warehouse.  I  rented  it  to  Ray- 
O-Vac. "  Crow  had  discovered  his  first 
formula— to  buy,  borrow,  then  build— 
and  he  kept  repeating  it  until  he  had 
used  up  every  cent  he  had. 

Having  reached  the  limit  of  his  own 
resources,  Crow  searched  for  partners. 
He  found  them:  the  Stemmons  broth- 
ers, .scions  of  Dallas'  pioneering  Stem- 
mons family,  became  his  backers  and 
partners  by  putting  up  some  of  their 
land  holdings.  "Equitable  Life  Assur- 
ance [of  New  York]  was  pretty  far- 
sighted,"  Crow  says,  "and  loaned  us 
money— the  land  was  our  equity— to 
build  the  Dallas  Market  Center." 

The  Dallas  Market  Center  became 
the  prototype  of  another  Crow  for- 
mula: trade  marts,  showrooms  for 
wholesalers,  which  he  has  since  devel- 
oped in  several  other  U.S.  cities  and 
more  recently  in  Europe. 

The  partnership  concept  became  a 
centrhl  element  in  his  operating  style, 
and  many  of  his  Dallas  friends  were 
among  his  early  partners,  just  as  David 
and  Winthrop  Rockefeller  were  among 
his  later  ones  when  he  began  operat- 
ing on  a  national  scale.  Next  came  for- 
mulas for  apartments  and  offices. 

"Had  I  done  what  others  do,"  Crow 
points  out,  "I  could  have  avoided 
having  any  partners.  I  could  have  sold 
out  and  gone  on  to  the  next  thing. 
But  that's  not  what  I  wanted.  I  want- 
ed to  hold  on.  And  partners  have  been 
one  way  to  do  it. 

"You  have  to  delay  the  fruits  of 
your  work,"  he  says.  "Many  people 
can't  wait  for  profits.  Me  and  my 
partners,  we  held  off.  We  lived 
through  hard  times  on  low  pay, 
sweated  it  out  waiting  for  the  long 
term.  The  good  times  arrived  because 
we  hung  on.  Look,"  he  goes  on, 
"we're  not  big  because  I'm  a  smart- 
ass big  shot.  We've  all  worked  for  it. 
Our  worth  is  a  function  of  this  steady 
accumulation,    year  in,   year   out,   of 
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more  and  more  real  estate,  plus  the 
growth  inherent  in  these  times.  We 
just  got  less  and  less  small.  Then  medi- 
um sized.  Then  big.  Then  bigger." 

What  his  backers  like  about  Crow 
(besides  getting  a  piece  of  the  equity 
action)  is  what  Chairman  Robert  H. 
Stewart  III  of  Dallas'  First  National 
Bank  calls  his  "long-term  judgment." 
Says  Stewart:  "Trammell  convinced  us 
to  move  over  one  block  from  our  old 
location,  tear  down  a  $3.5-million 
parking  garage  and  think  in  terms  of 
developing  an  entire  block.  We  did 
and  we  are.  He  was  right."  The  result- 
ing First  National  Tower  is  one  of  the 
bank's  better  investments  and  a  prime 
piece  of  Dallas  real  estate. 

"What  real  estate  is"  Crow  ex- 
plains, "is  marketing.  You  look  at  an 
area,  decide  what  it  needs  that  you 
can  market  and  get  your  return  on 
it.  Only  then,  with  the  concept,  the 
financing  and  design  details  pulled 
together,  do  you  worry  about  the  land." 

Many  investors  believe  real  estate 
is  a  local  rather  than  a  national  busi- 
ness. "Trammell  understands  this," 
says  William  Murdoch,  head  of  Schro- 
der  (Bank)    Real  Estate,   New  York. 

Trammell  Crow 


Energy  storehouse. 

Our  new  liquefied  natural  gas  tank  in  Chula  Vista,  California,  has  tripled 
our  LNG  storage  capacity. 

It  holds  the  equivalent  of  1.2  billion  cubic  feet  of  natural  gas  . . .  twice 
the  capacity  of  our  first  tank. 

Besides  the  important  economies  LNG  effects  in  storage  and  handling 
of  natural  gas,  it  has  opened  the  way  for  new  kinds  of  service. 

We're  transporting  it  by  tanker  truck  to  serve  customers  who  are  iso- 
lated from  our  gas  lines.  We've  also  been  using  LNG  as  a  clean  burning 
fuel  for  fleets  of  vehicles,  including  cars,  trucks,  and  buses. 
DIVIDEND  NOTICE:  The  Board  of  Directors  has  declared  the  regular  quar- 
terly dividend  on  all  series  of  its  preferred  stock  and  27  cents  a  share  on 
its  common  stock,  payable  April  15,  1971,  to  shareholders  of  record 
March  31,  1971. 
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SAN  DIEGO  GAS  &  ELECTRIC  COMPANY 


Thii  is  not  an  offenng  of  these  debentx 


s  for  tale,  or  an  oSer  to  buy,  or  a  solicitation  of  an  offer  to  buy.  any  of  i 
The  offering  is  made  only  by  the  Prospectus. 
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$125,000,000 


Georgia-Pacific  Corporation 

5/^%  Convertible  Subordinated  Debentures  due  April  1, 1996 

Convertible  into  Common  Slock  until  maturity,  unless  previously  redeemed, 
at  $66.^0  per  share,  subject  (o  adjustment  in  certain  events. 


Price  100% 

(Plus  accrued  interest,  if  any,  from  April  1,  1971) 


Copies  of  the  Projpectui  may  be  obtained  from  any  of  the  leveral  under- 
writers only  in  slates  m  which  such  underwriters  ore  qualified  to  act  as 
dealers  in  srcurtites  and  in  ahich  the  Prospectus  may  legally  be  dtstnbuted. 

Blyth&Co.,Inc. 
The  First  Boston  Corporation  duPonI  Glore  Forgan 

Inc»r,«r,lcd 

Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

Hornblower&Weeks-Hemphill.Noyes    Kidder.  Peabody  &  Co.    Lazard  Freres  &  Co.    Lehman  Brothers 
Loch,  Rhoades  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis 

Incomoratcd  lneor«orkt*d 

Salomon  Brothers       Smith.  Barney  &  Co.       Slone  &  Webster  Securities  Corporation       Wertheim  &  Co 

White,  Weld*  Co.  Dean  Witter  &  Co.  Bache&Co.  Equitable  Securities,  Morton  &  Co. 

EuroPartners  Securities  Corporation         Paribas  Corporation         SoGen  International  Corporation 


Drexel  Firestone 


Eastman  Dillon,  Union  Securities  &  Co. 

lnr«rDork(r4 


March  M.  1971. 


"It's  a  local  business  that  needs  local 
people  involved."  Not  just  to  take  care 
of  the  details,  but  because  real  estate— 
especially  zoning— is  local  politics, 
and  it's  knowing  local  social  and  eco- 
nomic patterns  that  make  real  estate 
values.  So  it  makes  sense  to  have  part- 
ners who  know  the  ropes. 

A  "recent  venture  in  San  Francisco 
shows  how  Crow's  mind  and  system 
operate.  "Ned  Spieker  and  I— he's  my 
San  Francisco  partner— see  the  Bay 
area  as  needing  more  warehouses. 
We're  on  the  peninsula,  in  San  Jose 
and  East  Bay.  But  we've  decided  that 
East  Bay  is  the  area  for  warehousing 
and  we're  going  ahead  there." 

Why  East  Bay?  "First  place,  most 
of  the  population  growth  must  be  off 
the  peninsula,  in  the  East  Bay  area, 
so  warehouse  service  points  don't  have 
to  be  concentrated  on  the  peninsula 
itself.  Second  place,  it's  first  stop  for 
the  railroads.  Third  place,  highways 
going  south  to  Los  Angeles  and  north 
to  Seattle  go  right  through  there. 
Fourth  place,  more  land  is  available 
there.  Fifth  place,  it's  half  a  da\ 
quicker  for  railroad  deliveries;  they 
don't  have  to  run  around  the  penin- 
sula. Sixth  place.  .  .  ." 

Keeping  in  Touch 

Spieker  will  take  charge  of  the  new 
100,000-square-foot  project  now  un- 
der way.  He's  a  20-40  partner  with 
Crow.  The  other  40%  belongs  to 
Crow's  general  partner  Robert  E.  Glaze. 
Spieker  and  Crow  will  talk  over  the 
phone  twice  a  month,  meet  four  times 
a  year.  "And  Ned  will  send  in  written 
reports  which  will  cross  either  my 
desk  or  Bob  Glaze's." 

Crow  has  five  operating  partners  in 
the  Trammell  Crow  Co.,  six  regional 
operating  partners  and  nine  partners 
who,  in  their  own  right,  manage  de- 
velopment companies  in  which  Crow 
has  a  50%  stake.  Glaze,  Crow's  finan- 
cial manager,  joined  the  compan\' 
eight  years  ago,  and  is  now  worth 
around  $5  million.  Says  Crow:  "I'm 
worth  about  $40  million  [it  has  dou- 
bled in  the  last  eight  >ears],  the  chil- 
dren [six,  ranging  from  II  to  26  years] 
are  worth  about  anotlier  $40  million, 
through  separate  ownerships.  My 
partners  [in  the  Trammell  Crow  Co.] 
are  worth  about  another  $40  million. 
That's  net  worth,  of  course.  You  don't 
hire  a  guy  and  tell  him  to  work  for 
you.  You  give  him  a  piece  and  let 
him  work  for  himself.  That's  not  just 
your  strength,  it's  your  guarantee  the 
job  will  be  well  done." 

Crow  operating  partner  Mack 
Pogue,  36,  is  50-50  with  Crow  in 
Lincoln  Property  Co.,  in  which  Win- 
tlirop  Rockefeller  participates.  Pogiic 
has  taken  Lincoln  Pioperty  from  a 
one-city  to  a  I3-city  operation  in  .seven 
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"The  Board  wants  me  to 
refund  our  short-term  debt. 

"Where  do  I  go  for  $100 
million  in  this  market?" 


A  lot  of  companies  are  taking  a  long, 
hard  look  at  their  balance  sheet. 

They're  converting  short-term  liabil- 
ities into  long-term  debt  at  an  unprece- 
dented pace.  And  the  resulting  competi- 
tion for  money  is  fierce. 

In  a  market  like  this,  the  choice  of 
the  right  underwriter  isn't  just  impor- 
tant. It's  vital. 
•     Here's  how  we  can  try  to  help. 

In  1970  we  managed  or  co-managed 
88  straight  debt  corporate  offerings 
totalling  $4.7  billion.  Despite  the 
tight  money  market. 


Even  at  the  height  of  the  corporate 
money  crunch,  we  found  ways  to  sell 
bonds.  In  fact,  1970  was  a  record  year 
for  Merrill  Lynch's  Investment  Bank- 
ing Division.  Of  the  $4.7  billion  in  bond 
offerings  we  managed,  we  sold  $794  mil- 


lion ourselves.  45  percent  more  than  we 
committed  for.  And  in  56,115  separate 
transactions. 

How  did  we  do  it?  Partly,  through 
our  distribution  system. 

Even  before  forming  a  syndicate,  our 
Investment  Bankers  have  a  built-in  po- 
tential market  of  1.5  million  of  our  own 
customers.  Serviced  by  a  network  of 
over  250  offices.  And  by  more  than  5,000 
institutional  and  retail  Account  Execu- 
tives. 

We  stay  in  constant  contact  with 
virtually  all  the  major  financial  institu- 
tions. Plus  thousands  of  smaller  ones, 
like  regional  insurance  companies, 
small  banks,  and  middle-sized  pension 
funds.  That  extra  distribution  becomes 
an  absolute  blessing  when  the  volume 
of  offerings  is  too  big  for  the  major  in- 
stitutions to  handle  alone. 


Our  network  of  offices  also  helps  us 
take  a  better  pulse  of  the  market 
when  we  handle  a  negotiated  under- 
writing. 

"  II    I  I 

Merrill  Lynch  doesn't  believe  it's 
enough  just  to  sell  out  an  issue  in  one 
day,  take  a  bow,  and  collect  a  fee.We  use 
our  market  reach  to  get  the  best  price 
we  can  for  every  debt  issue  we  handle. 

As  soon  as  your  registration  is  filed, 
we  start  sending  wire  flashes  to  our  of- 
fices here  and  abroad.  And  our  Account 
Executives  start  looking  for  possible  in- 
dications of  interest. 

That's  where  our  250  offices  come 
in.We're  not  restricted  to  just  the  major 
financial  centers. We  can  take  the  pulse 


of  the  market  nationally.  From  New 
York  to  Albuquerque. 

Another  thing  that  helps  us  price 
and  sell  bonds  is  our  experience.  Not 
just  with  bonds,  but  also  with  other 
kinds  of  securities. 

We  average  a  new  underwriting 
every  three  days.  And  we're  major  deal- 
ers in  commercial  paper,  government 
bonds,  C.  D.'s,  and  other  fixed  income 
securities  that  may  affect  the  market 
for  corporate  bonds. 


Merrill  Lynch  is  equipped  to  help 
you  in  many  other  areas  of  money 
management. 


Cash  management,  for  example.  We 
can  help  you  try  to  improve  the  perform- 
ance of  your  cash  portfolio.  We  make  a 
market  in  all  types  of  money  market 
securities.  And  handle  a  wide  choice  of 
maturity  dates  for  each  kind  of  instru- 
ment. 

We  can  also  help  you  try  to  improve 
the  performance  of  your  pension  fund. 

Or  design  a  commodity  futures  pro- 
gram to  help  control  your  raw  material 
and  inventory  costs. 

Or  arrange  a  sale-and-leaseback  to 
increase  your  cash  resources. 

To  talk  about  underwriting,  or  most 
any  area  of  money  management,  just 
contact  Thomas  L.  Chrystie,  Vice  Pres- 
ident and  Director  of  our  Investment 
Banking  Division.  You  can  reach  him 
on  his  direct  line  at  (212)  269-1225.  Or 
write  Merrill  Lynch,  Pierce,  Fenner& 
Smith  Inc.,  70  Pine  Street,  New  York, 
N.Y.  10005. 


Merrill  Lynch  Services  for  Management 


''TRAINING... 

>«  4e  it  our$elv«s  with 

$MI  PR06RAM$" 


Recent  articles  in  BUSINESS  WEEK, 
WALL  STREET  JOURNAL,  and  other 
major  business  publications  report  that 
more  and  more  companies  are  turning  to 
in-company  training.  Lower  corporate 
profits  and  increasing  costs  are  given  as 
reasons  for  this  trend. 
If  yours  is  one  of  the  many  companies 
facing  smaller  profits  and  increasing  pro- 
duction and  labor  costs  this  year. 
Success  Motivation  Institute  in-company 
programs  will  fill  your  need  for  contin- 
uous manpower  development,  training, 
and  motivation. 

Hundreds  of  small  and  major  companies 
throughout  the  world  have  found  that 
the  executive,  management,  supervisory 
development,  and  sales  motivation  pro- 
grams produced  by  SMI  effectively  and 
profitably  meet  their  in-company  train- 
ing requirements. 

With  SMI  programs  your  training  is 
controlled  by  you  to  achieve  the  results 
you  want.  The  programs  are  conducted 
in  your  company  with  your  people 
discussing  and  finding  solutions  to  your 
problems.  SMI  programs  offer  you 
ownership  of  the  programs  {you  can  use 
them  over  and  over),  comprehensive 
testing  to  measure  results,  and  flexibility 
of  application  (use  the  programs  when 
it's  convenient  for  you.) 
To  find  out  how  your  company  can  get 
more  for  its  training  dollar  and  get  the 
top  results  you  want,  call  or  write  today. 
We'll  see  that  you  receive  complete 
details. 

Success  Motivation  Institute,  Inc. 

Paul  J.  Meyer,  President 
Department  FBS4-1 
5000  Lakewood  Drive 
Waco,  Texas  76710 
Phone:    817-752-9711 


years,  building  a  quarter-billion  dol- 
lars' worth  of  housing  and  apartments. 
Along  the  way  Pogue's  share  has  made 
him  a  millionaire  ten  times  over. 
"Trammell  gave  me  free  rein,  and  trust- 
ed my  judgment,"  Pogue  explains. 

"Take  Gillis  Thomas,  for  example," 
says  Crow.  "Gillis  joined  us  in  the 
Fifties  as  a  bookkeeper.  Today  he's 
my  senior  partner  for  industrial  build- 
ings in  Dallas,  Atlanta  and  Denver, 
where  Gillis  and  I  go  50-50  in  the 
Crow  Co.'s  share  of  any  project,  usu- 
ally a  majority  share.  But  Gillis  is 
getting  as  much  out  of  it  as  I  am." 

Profits,  Cash  and  Taxes 

At  last  count,  the  Trammell  Crow 
Co.  had  some  $554  million  worth  of 
completed  projects,  another  $285  mil- 
lion still  under  construction.  But  that's 
cost.  The  market  value,  at  a  25%  to 
27%  markup,  is  over  $1  billion.  On 
top  of  that,  the  various  properties 
are  probably  yielding  around  $8  mil- 
lion to  $10  million  in  income  annually. 

The  fact  is,  some  of  the  early  Crow 
developments  have  been  paid  off  and 
are  now  generating  substantial 
amounts  of  cash— free  and  clear  of  any 
interest  or  principal  charges.  "We  can 
use  that  income,"  Crow  says,  "and  the 
value  of  those  properties  to  secure  a 
greater  piece  of  the  equity  in  the  next 
project  we  undertake.  This  means  our 
net  worth  is  starting  to  appreciate 
more  rapidly,  because  we  have  to  take 
in  proportionately  less  outside  money 
on  some  projects." 

It  also  means  that  Trammell  Crow 
Co.'s  tax  bill  has  been  rising,  but 
Crow  dismisses  the  tax  problem  with 
a  shrug.  "We  pay  lots  and  lots  of 
taxes,"  he  says.  "We  never  play  the 
tax  game  of  shielding  income  unless 
a  co-partner  insists  on  it.  We  can't  af- 
ford to— everything  we  do  is  directed 
at  hanging  on  to  what  we  build. 

"If  you  use  depreciation  to  shield 
income,  especially  accelerated  deprecia- 
tion, there's  going  to  be  a  time  when 
the  tax  shield  runs  out.  But  the  in- 
come is  still  coming  in,  and  the  debt 
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must  be  serviced."  To  offset  that.  Crow 
tries  for  an  equation  in  which  debt 
service  will  never  exceed  depreciation. 

So  where  does  he  go  from  here? 
Is  the  next  step  to  take  the  Trammell 
Crow  Co.  public  and  really  cash  in 
on  the  fruits?  "There  is  no  room  for 
a  cents-per-share  approach  to  real 
estate,"  replies  Crow.  "First  place,  real 
estate  does  not  produce  the  pretax 
profit  goals,  usually  around  20%  on 
dollars  allocated,  that  most  corpora- 
tions require.  Real  estate  can  offer  only 
9%  to  13%— our  profits  go  up  and  down 
with  the  interest  rate.  Twenty  per- 
cent would  be  totally  unrealistic  as  a 
goal  for  our  business." 

Warming  to  his  theme,  Crow  adds: 
"Corporations  can  shoot  for  the  moon 
and  try  to  make  that  type  of  money 
in  real  estate,  but  they  are  apt  to 
make  the  kinds  of  deals  which  in  the 
long  run  are  going  to  hurt.  Big  cor- 
porations are  still  coming  into  real 
estate,  but  they  are  going  out  the 
other  end  of  the  tube,  battered." 

Has  Crow  ever  been  battered?  "Oh, 
yes,  you  can  be  sure.  We've  not  al- 
ways been  able  to  hold  on.  But  no 
one  has  ever  lost  money  on  us.  Right 
now  we  have  a  couple  of  properties 
which,  if  we  sold  them,  we'd  lose 
money  on.  But  we'll  not  sell  them." 

Crow  tries  not  to  let  his  formulas, 
or  those  of  his  competitors,  tie  him 
down  to  a  pattern.  Right  now 
he's  building  a  downtown  Dallas  of- 
fice tower— though  he  hadn't  really 
planned  to.  "It  just  became  apparent 
to  us  that  several  office  buildings  slat- 
ed for  downtown  Dallas,  Griffin 
Square,  LTV  Tower  and  Two  Main 
Place  would  not,  in  fact,  be  built. 
And  we  were  right.  So  we  looked  at 
what  the  area  needed,  thought  about 
financing  and  design  and  then  went 
out  to  look  for  the  land.  Metropolitan 
Life  felt  a  downtown  Dallas  tower 
would  be  great."  The  tower  is  going 
up  at  the  rate  of  two  stories  a  week, 
and  Crow's  partners  are  looking  after 
the  details.  As  for  Crow  himself,  he's 
already  on  to  something  else.  ■ 
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A  beautiful  Ninety-Eight  kind  of  day. 


You  know  the  kind  of  day.  The  kind 
that  makes  you  want  to  slip  away 
for  a  quiet  drive  to  some  quiet  place 
far  from  the  hubbub  of  the  city. 
A  1971  Olds  Ninety-Eight  is  a  fine 
companion  to  have  along. 

The  strong,  silent  type.  You 
want  quiet,  and  Ninety-Eight  respects 
your  wishes.  Its  roomier  Body  by 
Fisher  is  fully  carpeted,  padded  and 
spray-insulated  to  keep  out  noise. 
There's  even  a  new  double-paneled 
roof  for  greater  strength  and  silence. 
And  everywhere  you  look  —inside  and 


/ 
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out  —beauty,  grace  and  elegance. 

Like  sitting  on  air.  In  a  way, 
you  do.  because  Ninety-Eight's  new- 
front  seat  is  molded  of  solid  foam  up  to 
six  inches  thick.  No  zigzag  springs. 
No  cotton  padding.  Just  the  most 
comfortable  seat  ever  devised. 

A  ride  smooth  and  serene. 
There's  a  new  ride  system  custom- 
engineered  for  Ninety-Eight's  longer 
127-inch  wheelbase.  It  features  exclusive 
new  Suf)ershocks  with  Teflon-coated 
pistons  that  soak  up  bumps  and  jolts, 
isolate  vou  from  shock  and  vibration. 


dsmobie 


ALWAYS  A  STEP  AHEAD 


A  real  soft  touch  on  rough  roads. 

You  drive.  It  works.  Ninety-Eight 
waits  on  you  hand  and  foot.  Power 
steering,  power  front  disc  brakes, 
power  ventilation  system  (power  seat 
and  windows  in  some  models)  are 
standard.  So  is  Turbo  Hydra-matic 
Drive  and  a  Rocket  455  V-8  that  runs 
efficiently,  and  with  lower  exhaust  pollu- 
tants, on  no-lead  or  low-lead  gasoline. 

Whether  you're  in  a  get-away- 
from-it-all  mood  or  not,  try  the  1971 
Oldsmobile  Ninety-Eight.  Strong 
and  silent,  handsome  and  attentive. 
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Martin  Marietta  produces  a 
diverse  group  of  products  that 
are  geared  to  demands  of  an 
expanding  economy. 

Dyes  for  the  textile  indus- 
try, for  example,  by  our  South- 
ern Dyestuff  Company. 

Over  $22  billion  worth  of  tex- 
tiles were  produced  last  year ; 
10.7  billion  pounds  of  fibers; 
11.4  billion  yards  of  cloth. 

What's  ahead  for  textiles  in 
the  coming  decade? 

In  the  next  ten  years,  U.S. 


population  will  rise  by  a  mini- 
mum of  11  percent,  to  some 
230  million.  The  population  of 
young  adults  under  35  will 
grow  three  times  as  fast  as  the 
general  population.  Young 
adults  buy  the  most  clothing. 

An  expected  increase  of  20 
million  new  housing  units  by 
1980  will  create  heavy  demand 
for  upholstery,  carpeting, 
draperies,  bedspreads,  sheets, 
wall  coverings  and  other  tex- 
tile products.  The  trend  toward 


second  homes  will  certainly 
accelerate,  providing  an  ex- 
panding market. 

Non-woven,  "disposable" 
textiles  will  open  a  vast  range 
of  new  consumer  and  indus- 
trial markets. 

We  like  the  look  of  textiles 
in  the  '70s. 

Especially  because  so  many 
of  them  will  be  colored  with 
Martin  Marietta  Sodyeco  dyes. 

277  Park  Avenue,  New  York,  N.Y.  10017 


The  Money  Men 


Rolling  with  the  Punches 


The  keening  and  the  wailing  and 
gnashing  of  teeth  is  loud  on  Wall 
Street  these  days.  It  has  taken  The 
Street  a  couple  of  decades  to  ad- 
just to  the  fact  that  the  big  money 
was  institutional  business.  And 
now  that  is  being  whittled  away. 

A  little  fast  arithmetic  tells  the 
story.  A  broker  moves,  say,  a 
50,000-share  institutional  order  for 
a  S40  stock.  One  transaction. 
Commission:  about  SI  0,660.  To 
earn  that  much  from  a  mi.xture  of 
100-,  200-,  500-share  lots,  the 
same  broker  would  have  to  han- 
dle more  than  100  individual  trans- 
actions. One  hundred.  No  question 
about  where  the  big  money  is. 

But  the  new  New  York  Stock 
E.xchange  rules  have  shifted  the 
balance.  Starting  on  Apr.  5,  there 
are  no  longer  any  fi.ved  commissions 
on  that  part  of  a  transaction  in- 
volving $500,000  or  more.  Over 
$500,000,  the  commission  is  now  a 
matter  of  negotiation  between  bro- 
ker and  client.  Take  that  50,000- 
share  order.  The  first  12,500  shares 
would  carrv  full  commission,  about 
S3,035.  But  the  other  37,500  might 
now  produce  as  little  as  a  few 
hundred  dollars.  Quite  a  drop 
from  $10,600. 

Does  this  spell  a  lingering  death 
for  that  handful  of  sharp,  medium- 
sized  institutionally  oriented  houses 
that  have  sprung  up  in  the  past 
decade  or  so?  The  houses  that  pros- 
pered because  they  were  able  to 
trade  exceptionally  good  research 
information  for  exceptionally  large 
orders?  Firms  that  lived  on  this 
alorte,  lacking  much  public  busi- 
ness or  underwriting  volume? 

Not  at  all,  says  Bill  Witter,  a 
smooth,  smart  41-year-old  whose 
William  D.  Witter,  Inc.  is  one  of 
the  best  of  the  lot. 

Bill  Witter  has  made  a  tidy  for- 
tune out  of  the  boom  in  institu- 
tional investing.  His  firm  grossed 
an  estimated  $6.5  million,  almost 
all  of  it  from  institutional  com- 
missions. On  this  they  probably 
netted  $1.2  million  before  taxes. 
Most  of  this  was  earned  in  what 
The  Street  calls  "soft  dollars."  That 
is,  the  clients  paid  for  the  research 
with  brokerage  orders. 

Why  isn't  Bill  Witter  worried? 
Well,  he  is  worried  somewhat.  But 
he's  not  terrified.  "We  can  live  rea- 
sonably   well    with    a     $500,000 


break  point,"  he  says,  adding  that 
a  $200,000  break  point  would 
have  really  clobbered  firms  like  his. 

Witter  is  in  a  category  with  a 
handful  of  firms,  some  quite  new, 
some  older  firms  rejuvenated.  None 
of  them  is  truly  big.  The  list  in- 
cludes Faulkner,  Dawkins  &  Sul- 
livan; Spencer  Trask  and  Cyrus  J. 
Lawrence.  William  D.  Witter  has 
capital  of  less  than  $5  million  and, 
like  the  others,  is  heavily  dependent 
on  soft-dollar  compensation  from 
large-block  trades.  They  lack  the 
financial  staying  power  and  the  di- 
versification of  other  big-block 
traders  like  Goldman  Sachs,  Salo- 
mon Bros,  and  Donaldson,  Lufkin 
&  Jenrette. 

Bill  Witter  feels  that  he  and  the 
others  can  live  with  the  $500,000 
cutoff.  But  he  is  working  hard  these 
days  to  build  up  "other  services, 
in  addition  to  brokerage,  that  can 
feed  off  of  high-quality  research." 
Consulting,  for  example,  to  com- 
panies in  industries  where  the  firm 
has  special  expertise  and  participa- 
tions in  security  underwritings. 

Negotiated  fees  are  not  the  first 
major  threat  the  firm  has  faced. 
Many  thought  that  the  SEC  ban 
on  so-called  "give-ups"  in  1968 
would  torpedo  the  research  firms. 
The  give-up  was  a  kind  of  phantom 
brokerage.  That  is,  the  firm  that 
got  it  didn't  actually  exercise  any 
order;  another  firm  did.  The  firm 
that  actually  exercised  the  order 
was  directed  to  "give  up"  part  of 
the  commission  to  another  firm 
like  Witter  to  which  the  fund  was 
beholden  for  research.  Witter  and 
the  others  survived  the  banning  of 
give-ups  by  beefing  up  their  ability 
to  exercise  handling  large  orders; 
thus  the  fund  could  channel  busi- 
ness directly  to  them.  At  the  same 
time,  Witter  and  the  others  also 
learned  to  generate  additional 
brokerage  business  from  bank  trust 
departments,  insurance  companies 
and  pension  funds. 

What  made  this  possible,  of 
course,  is  the  research  Witter  puts 
out:  If  it  doesn't  measure  up, 
Witter  might  as  well  haul  in  his 
shingle.  That  in  turn  depends  on  the 
caliber  of  analysts  Witter  can  at- 
tract. There  are  stories  about  secu- 
rity analysts  pounding  the  pave- 
ments today,  but  for  really  top 
men,  the  competition  remains  keen. 


Wiffer  of  William  D.  Witter 

and  Bill  Witter  must  bid  against 
much  bigger,  richer  firms  for  their 
services.  So,  to  begin  with,  he  pays 
fairly  good  salaries  and  bonuses. 
Perhaps  more  important,  he  says, 
"You've  got  to  give  them  a  piece  of 
the  action,  make  them  your  part- 
ners." So  at  Witter,  35  of  the  47 
top  analysts  are  stockholders. 

Witter  has  tried  not  to  spread 
himself  too  thin.  He  has  narrowed 
his  focus  to  a  few  industries:  health, 
shelter,  electronics,  financial  serv- 
ices, consumer  goods  and  commu- 
nications. And  he  has  tried  to  hire 
men  with  industry  as  well  as  Wall 
Street  experience.  His  top  health 
analyst,  James  Balog,  spent  ten 
years  with  drugmaker  Merck  &  Co. 
His  expert  on  technology  and  data 
processing  stocks,  David  A.  Dun- 
can, has  been  a  chemical  engineer 
for  Procter  &  Gamble  and  a  mar- 
keting manager  at  Memorex. 

How  good  is  Witter's  research? 
Not  surprisingly,  some  is  very  good 
and  some  is  not  so  good.  Consumer 
goods  and  shelter  analyst  Hercules 
A.  Segalas,  a  nine-year  Procter  & 
Gamble  veteran,  turned  out  a 
report  last  fall  on  Armstrong  Cork 
that  one  portfolio  manager,  who 
profited  mightily  from  its  advice, 
calls  "the  best  piece  of  research 
on  that  company  I  have  ever  read." 
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This  annotincement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy 
these  securities.  The  offering  is  made  only  by  the  Prospectus. 


New  Issue 


1,000,000  Shares 

Western  Union  Corporation 


Common  Stock 

(Par  Value  $2.50  Per  Share) 


luestern  union 


Price  $48.50  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
undersigned  and  others  as  may  lawfully  offer  these  sectirities  in  such  State. 


Dillon,  Read  &  Co.  Inc. 
Lehman  Brothers 

Incorporated 

Salomon  Brothers 
duPont  Glore  Forgan 

Incorporated 


Goldman,  Sachs  &  Co. 

Homhlower  &  Weeks-Hemphill,  Noyes 


Kuhn,  Loeb  &  Co. 

The  First  Boston  Corporation 
Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Blyth  &  Co.,  Inc.  Drexel  Firestone 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 
Lazard  Freres  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Stone  &  Webster  Securities  Corporation 


Loeb,  Rhoades  &  Co. 
Smith,  Barney  &  Co. 

Incorporated 

Wertheim&Co.     White,  Weld  &  Co.     DeanWitter&Co.     Bache&Co 

.Incorporated         Incorporated 

Bear,  Stearns  &  Co. 

March  23,  1971 


Paribas  Corporation 


Shields  &  Company 

Incorporated 


The  Money  Men 


Drawing  on  his  P&G  background, 
Segalas  also  turned  out  a  report 
last  summer  recommending  the  pur- 
chase of  Clorox.  Segalas  figured 
that  competitors'  enzyme  cleansers, 
which  then  were  hurting  Clorox  in 
the  marketplace,  were  going  to  get 
into  hot  water  over  the  phosphate 
pollution  controversy.  "They  did," 
says  Bill  Witter  gleefully.  "That 
produced  a  beautiful  opportunity 
for  Clorox  bleach  products,  and  the 
stock  lias  doubled." 

Good  research  must  be  positive; 
it  can't  be  on-the-one-hand-on-the- 
other.  When  you're  positive  you  are 
often  positively  wrong.  Last  April 
Witter's  electronics  analyst,  Sal 
Accardo,  who  has  worked  for  both 
General  Electric  and  General  Learn- 
ing, compiled  a  bullish  96-page 
report  on  the  semiconductor  in- 
dustry. The  timing  was  unfortunate. 
Just  as  the  report  came  out  the 
industry  entered  a  period  of  vicious 
price-cutting  that  murdered  profits 
and  that  still  continues  (Forbes, 
Feb.  15).  Ultimately,  the  industry 
is  sure  to  grow  and  some  companies 
are  sure  to  profit,  as  Accardo  point- 
ed out;  and  the  report  has  become 
a  standard  reference  in  the  field. 
Therefore,  while  Witter  hasn't  got- 
ten much  brokerage  business  from 
it,  the  firm  has  reaped  sizable 
consulting  fees  and  was  asked  to 
come  in  on  several  underwritings. 

A  son  of  the  Dean  Witter  who 
founded  the  big  brokerage  firm  of 
that  name.  Bill  Witter  worked  there 
for  ten  years  after  graduating  from 
Yale  and  Stanford  Business  School, 
but  found  it  "too  big  and  machine- 
like" to  suit  him.  He  feels  at  home 
in  a  smallish,  specialized  firm. 

This  kind  of  specialized  research- 
oriented  firm  has  reason  these  days 
to  be  thankful  to  a  man  named 
Abraham  Pomerantz.  This  well- 
known  New  York  lawyer  is  the 
king  of  the  stockholder  suits,  and  a 
recent  series  of  his  lawsuits  has 
been  directed  against  the  trust  de- 
partments of  the  big  banks.  The 
suits  are  aimed  at  forcing  the  banks 
to  gi\e  out  brokerage  business  on 
the  basis  of  merit,  not  on  the  basis 
of  deposit  and  bank  loan  relation- 
ships. Firms  like  Witter  are  going 
after  a  chunk  of  this  business, 
which  had  tended  to  go  to  the 
giant  brokerage  houses. 

M'ill  the  commission  cuts  put 
smaller  firms  out  of  business?  Not 
if  they're  smart  enough  and  tough 
enough  to  roll  \\ith  the  punches.  ■ 
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Thus  ajinouncement  is  not  an  offer  of  secuiities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 


New  Issue 


April  1, 1971 


inuiPn 


$100,000,000 

R.  J.  Reynolds  Industries^  Inc. 

7%%  Sinking  Fund  Debentures,  Due  February  1, 2001 


Price  99%% 

pliu  accrued  interest,  if  any,  from  April  14,  1971 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 

the  underwriters  named  in  the  prospectus)  as  may  legally  offer 

these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 


Reynolds  &  Co. 


.The  First  Boston  Corporation 


Kuhn,  Loeb  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Salomon  Brothers 


Blyth&Co.,Inc.    Drexel  Firestone    duPont  Glore  Forgan    Eastman  Dillon, Union  Securities  &  Co. 

Incorporated  Incorporated  Incorporated 

Halsey,  Stuart  &  Co.  Inc.         Hornblower  &  Weeks-Hemphill,  Noyes         Loeb,  Rhoades  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Stone  &  Webster  Securities  Corporation 


Wertheim  &  Co. 


White,Weld&Co. 


Dean  Witter  &  Co. 

Incorporated 


Bache  &  Co. 

Incorporated 


A  Garden  of  Wallflowers 


For  nearly  a  year  now  the  stock 
market,  as  measured  by  the  popu- 
liii  averages,  has  been  a  kind  of 
exercise  in  futures,  in  the  sense  that 
notliing  was  happening  on  the  eco- 
nomic scene  to  justify  the  44%  ad- 
vance in  the  Standard  &  Poor's 
500-stock  average  since  its  low 
point  late  in  May  1970.  As  an  ex- 
ercise in  futures,  it  affected  dif- 
ferent stocks  very  differently:  There 
were  some  companies  whose  prob- 
lems were  so  glaringly  apparent  or 
persistent  that  there  was  no  pre- 
tending they  were  about  to  be 
solved  soon. 

Below  is  a  list  of  wallflowers  at 
the  party.  New  York  Stock  Ex- 
change-listed companies  whose 
stocks  as  of  a  recent  date  had 
gained   less  than  25%  or  so,   com- 


pared with  over  44%  for  the  S&P 
500.  The  76  stocks,  arranged  in 
order  of  the  percentage  gain  from 
their  individual  1968-71  lows, 
come  primarily  from  two  indus- 
try groups,  utilities  and  metals. 

The  reason  for  the  presence  of 
the  utilities,  the  largest  single 
group  on  the  list,  is  only  too  obvi- 
ous to  investors  who  have  put  up 
with  blackouts  or  brownouts  and 
read  daily  of  wrangles  over  en- 
vironmental considerations  that  de- 
lay the  building  of  needed  capac- 
ity. The  steel  industry  is  obviously 
in  trouble  with  its  costs  and  with 
foreign  competition,  while  investors 
clearly  believe  that  the  big  copper 
companies  have  been  hurt  by  a 
combination  of  sagging  prices  and 
foreign  expropriation. 


But  investors  are  also  being 
quite  selective— witness  the  absence 
of  National  and  Inland  from  the 
list  of  steel  companies,  for  exam- 
ple. Canada's  Alcan  Aluminium  is 
on  the  list  of  laggards,  but  Kaiser 
Aluminum,  Reynolds  Metals  and 
Alcoa  are  not.  The  list  of  slow- 
come-back  utilities  includes  mon- 
sters Hke  AT&T  and  Consolidated 
Edison,  but  notably  absent  are  such 
hefties  as  Commonwealth  Edison, 
American  Electric  Power,  Pacific 
Gas  &  Electric  and  all  the  leading 
gas  pipeliners. 

The  list  also  includes  some  sur- 
prises, like  Boise  Cascade  and 
Campbell  Soup.  But  Campbell  is  a 
special  case:  It  has  not  risen  very 
far  from  its  low,  but  it  had  not  fall- 
en far  to  start  with.   ■ 


^-1968-71 — , 

r— 1968-71 — , 

Company 

Hish 

Low 

Price 

Gain 

Company 

High 

Low 

Price 

Gain 

Republic  Steel 

53% 

263/8 

275/8 

4.7% 

Duke  Power 

431/2 

201/8 

243/8 

21.1% 

Puerto  Rican  Cement 

263/8 

121/2 

131/4 

6.0 

Mesabi  Trust 

125/8 

81/4 

10 

21.2 

Armco  Steel 

333/, 

18% 

201/4 

7.3 

Alcan  Aluminium 

32% 

191/4 

233/8 

21.4 

American  Standard 

49 

231/8 

24% 

7.6 

Dayton  Power  &  Light 

381/4 

203/4 

251/4 

21.7 

Kennecott  Copper 
Carpenter  Technology 

56 
45 

34 
20 

37 
21% 

8.8 
9.4 

Atlantic  City  Electric 

33 

191/2 

233/4 

21.8 

Northern  Ind.  Pub.  Serv. 

345/8 

231/2 

285/8 

21.8 

Iowa- Illinois  Gas  &Elec. 

293/4 

183/4 

205/8 

10.0 

Interstate  Power 

231/8 

16 

191/2 

21.9 

Anaconda 

66V4 

18% 

211/4 

12.6 

Orange  &  Rockland  Util. 

32 

171/8 

20% 

21.9 

Bayuk  Cigars 

21% 

93/8 

105/8 

13.3 

Rohr 

39 

141/4 

173/8 

21.9 

Allegheny  Ludlum 
Boise  Cascade 

723/4 
785/8 

251/8 
371/4 

281/2 
421/4 

13.4 
13.4 

Toledo  Edison 

381/4 

26 

313/4 

22.1 

Duquesne  Light 

321/4 

201/8 

245/8 

22.4 

Bethlehem  Steel 

341/4 

191/2 

221/8 

13.5 

American  Distilling 

30 

163/4 

201/2 

22.4 

Transitron  Electronic 

21  ys 

3y8 

41/8 

13.8 

Scott  Paper 

35 

211/8 

25% 

22.5 

Great  Northern  Iron  Ore 

20 

95/8 

11 

14.3 

Niagara  Mohawk  Power 

22% 

13% 

17 

22.5 

Cerro 

43 '/s 

145/8 

163/4 

14.5 

Ex-Cell-O 

41 

I6I/2 

201/4 

22.7 

Holly  Sugar 

393/8 

13 

15 

15.4 

Springs  Mills 

263/g 

13 

16 

23.1 

Keystone  Consolidated 

393/8 

165/8 

191/4 

15.8 

Washington  Steel 

251/4 

11  ¥8 

14 

23.1 

Penn  Central 

861/2 

51/2 

63/8 

15.9 

Union  Electric 

241/2 

165/8 

201/2 

23.3 

United  States  Steel 

49 

281/8 

32% 

16.9 

Brooklyn  Union  Gas 

33% 

21% 

27 

23.4 

Mountain  States  Tel.  &  Tel. 

25 

195/8 

23 

17.2 

Northgate  Exploration 
Wisconsin  Public  Sendee 

191/8 
22 

8 

143/8 

9% 
173/4 

23.4 

American  Zinc 

30% 

7 

8% 

17.9 

23.5 

Helme  Products 

373/4 

131/2 

16 

18.5 

Molybdenum  Corp.  of  Amer. 

45% 

205/8 

251/2 

23.6 

Cyclops 

52V4 

201/2 

243/8 

18.9 

Conwood 

411/2 

29 

35% 

23.7 

Bormans 

3OV4 

9% 

113/4 

19.0 

L.S.  Starrett 

253/4 

135/8 

16% 

239 

Commonwealth  Oil  Ref. 

301/2 

135/a 

I6I/4 

19.3 

Mesta  Machine 

44% 

23 

281/2 

23.9 

Alabama  Gas 

22 

141/4 

17 

19.3 

Delmarva  Power  &  Light 

28% 

15'/3 

183/4 

24.0 

American  Metal  Climax 

40 

271/8 

323/8 

19.4 

Republic  Corp. 

613/8 

71/4 

9 

24.1 

Pacific  Tel.  &  Tel. 

25% 

163/4 

20 

19.4 

Koehring 

48% 

151/2 

191/4 

24.2 

Ennis  Business  Forms 

223/4 

9 

103/4 

19.4 

Philadelphia  Electric 

321/2 

19 

235/8 

24.3 

Bankers  Trust  N.Y. 

901/2 

551/8 

66 

19.7 

Florida  Steel 

311/2 

153/4 

195/8 

24.6 

National  Fuel  Gas 

303/4 

20'/8 

241/8 

19.9 

Iowa  Elec.  Lt.  &  Pwr. 

27 

161/8 

20'/8 

24.8 

New  England  Tel.  &  Tel. 

443/8 

30 

36 

20.0 

Acme  Cleveland 

30% 

12 

15 

25.0 

Otis  Elevator 

563/8 

353/8 

421/2 

20.1 

American  Smelting  &  Ref. 

495/8 

21 1/4 

265/8 

25.3 

American  Tel.  &  Tel. 

583/8 

403/8 

483/4 

20.7 

Consumers  Power 

463/4 

275/s 

345/8 

25.3 

Northeast  Utilities 

19% 

12 

141/2 

20.8 

Campbell  Soup 

36% 

245/8 

30% 

25.4 

Rochester  Gas  &  Elec. 

34 

211/2 

26 

20.9 

Laclede  Gas 

251/2 

19 

23% 

25.7 

International  Inds. 

58 

73/4 

93/8 

21.0 

RIegel  Paper 

305/s 

135/8 

171/8 

25,7 

Consolidated  Edison               35V2 

Source:  Forbes  and  Telstct  Systems.  Inc. 

22 

265/8 

21.0 

Missouri  Portland  Cement 

391/4 

213/8 

26% 

25.7 
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You  get  more 
than  facts  and  figures 
when  you  talk 
transportation  insurance  with 
Frank  B.Hall 


Because  we're  the  creative  insurance 
orokers. 

And  our  art  lies  in  defining  your  unique 
nsurance  needs.  Custom  designing  a  plan  that 
Tieets  your  requirements.  Then  finding  the  insur- 
ance carriers  who  will  give  your  plan  outstand- 
ng  service. 

You  can't  get  this  kind  of  versatility  from 
:2  single  insurance  company.  Or  from  a  broker 
hot's  too  impersonal  to  encourage  artistic 


expression.  Or  who  does  not  provide  the  tech- 
nical services  required. 

You  con  get  it  from  Frank  B.  Hall.  Because 
we've  been  masters  of  the  art  of  creating 
resourceful  insurance  plans  for  over  100  years. 

So  if  you  always  thought  transportation 
insurance  was  just  a  lot  of  dry  statistics  or  that 
creativity  hod  nothing  to  do  with  dollars  and 
cents,  call  Frank  B.  Hall.  And  put  our  imagination 
to  work  for  you. 


Frank  B.  Hall  &Q),  Inc.  The  Creative  Insurance  Brokers. 


veroge  Adjusters  •  Employee  Benefits  Consultants  •  Actuaries-67  Woll  Street,  New  York,  N.Y.   (212|  944-3300  ond  offices  in  Chicogo,  New  Orleons,   Los 
ngeles,   San  Francisco,  Ookland.   Portlond,   Ore.,    Seattle,   Ancf-oroge,  Honolulu,   London.  Oslo,  Hong  Kong,  Adelaide,  Brisbane,  Melbourne,  Perth,  Sydney 

Incorporafing  Parker  &  Co.  International,  Inc.— Aviation  and  General  Insurance 

?  Park  Avenue.  New  York  f212)  687-4»iO  and  Philadelphio.  Son  Francisco,  Corel  Gob/es,  Or/ondo,  Jacksonville,  Woshington,  Adonto,  Bos/on,  Bermudo.  Mexico  Ci/y.  Coroco 


k^  For  relieving 
airport  congestion: 


take  two  tons  of  lead . . . 

fabricate  into  two  batteries 

install  on  trains  which  transport  people 

between  terminals  and  parking  area. 


At  the  Houston  Intercontinental  Airport,  underground  trains 
are  powered  by  lead  batteries  which  eliminate  both  electrical 
hazards  and  exhaust  fumes.  This  system  may  usher  in  a  new 
era  of  transportation  that  will  save  America's  choking  cities. 

Asarco,  one  of  the  world's  largest  producers  of  lead,  con- 
ducts continual  research  on  this  metal.  We  are  developing 
new  markets  for  lead.  We  also  are  helping  battery  manufac- 
turers to  develop  better  batteries  for  today's  snowmobiles  and 
for  tomorrow's  electric  cars. 

Someday  this  research  may  enable  us  all  to  breathe  a  little 
easier. 


Mg    Sb  I  Se 
TI5,  Sn|   Pt 


ASARCO      AMERICAN   SMELTING  AND  REFINING  COMPANV 


120  BROADWAY,  NEW  YORK,  N.Y.1000S 


I 


Gallop-in-Place 


While  some  domestic  oil  companies  lead  the  pack 
or  drop  behind.   Cities  Service  moves  along  with  it. 


j  Cities  Sernice  is  the  kind  of  quiet, 
solid  company  that  draws  big  names 
and  respectable  money.  Its  board  is 
stacked  with  powerful  men  like  H.I. 
Romnes,  chairman  of  the  board  of 
American  Telephone  &  Telegraph,  and 
Thomas  S.  Gates,  former  Secretary  of 
Defense,  now  chairman  of  the  execu- 
tive committee  of  Morgan  Guaranty 
Trust.  Linked  closely  to  the  company 
for  years  has  been  Wall  Street's  pres- 
tigious Loeb,  Rhoades  &  Co.,  well 
known  for  its  interest  in  natural  re- 
sources companies. 

Hopes  have  run  high  for  Cities 
Service.  One  of  the  larger  ($1.7-bil- 
lion  revenues)  of  the  integrated  do- 
mestic oil  companies,  it  was  in  a  strong 
position  in  the  mid-Sixties  to  wring 
some  hefty  profits  from  the  protected 
U.S.  energy  market.  With  virtually  all 
its  oil  reserves  in  the  U.S.  and  with 
substantial  real  estate  holdings  in 
downtown  Manhattan,  Cities'  ap- 
praised value  per  share  has  run  about 
$80,  compared  with  a  book  value  of 
nearly  $50  and  a  market  value  that 
fluctuated  around  $50.  Acquisitions 
added  to  the  allure.  In  the  early  Six- 
ties, before  diversifying  had  become 
the  stylish  thing  to  do,  Cities  bought 
Columbian  Carbon  Corp.,  a  petrochem- 
icals company,  and  Tennessee  Corp., 
a  metals  and  plant-food  company. 

The  record?  Through  the  Sixties 
Cities  kept  pace  with  the  other  do- 
mestic integrated  companies.  It  did 
better  than  some,  such  as  Phillips,  and 
about  as  well  as  others,  such  as  Getty, 
Marathon  and  Standard  Oil  (Indi- 
ana). But  in  the  last  few  years  Cities' 
earnings  growth  has  reached  a  stand- 
still, ranging  between  $127.8  million 
and  $118.6  million.  On  Wall  Street, 
Cities  was  widely  expected  to  earn 
some  $130  million  ($4.50  a  share) 
last  year.  It  ended  up  earning  $118.6 
million  ($4.22  a  share). 

The  reasons  are  varied.  For  one 
thing,  many  domestic  oil  companies 
have  had  trouble  showing  earnings 
gains  in  the  past  few  years.  The  re- 
duction of  the  depletion  allowance 
from  27.5%  to  22%,  mounting  explora- 
tion costs,  the  difficulty  the  indus- 
try has  had  making  retail  gasoline 
price  hikes  stick,  all  have  made  profit 
improvement  far  more  difficult. 

Yet  some  companies  have  been  able 

to  forge   ahead   in  this   environment. 

Some  have  taken  the  merger  route: 

_Sun  Oil   with   Sunrav:    Atlantic   with 


sinking  more  of  their  money  into  over- 
seas exploration. 

Cities  Serx'ice  has  taken  a  more  cau- 
tious tack.  It  has  virtually  no  interests 
in  the  Middle  East  or  North  Africa. 
In  what,  so  far,  has  turned  out  to  be  a 
good  move,  its  investment  in  the  North 
Slope  and  the  Santa  Barbara  channel 
has  been  comparatively  small.  It  has 
made  no  major  acquisitions  in  the  past 
few  years. 

Instead,  Cities  Service  has  frequently 
taken  the  opposite  strategy  of  slimming 
down.  A  crude-deficit  company  (it 
produces  only  about  50%  of  its  own 
crude),  it  reduced  the  deficit  not 
only  by  expanding  its  crude  supply 
but  by  selling  one  of  its  three  North 
American  refineries  in  Toronto  to 
British  Petroleum.  Similarly,  in  1966, 
after  it  had  spent  an  estimated  $20 
million  promoting  its  new  Citgo 
brand  name,  it  sold  1,700  of  its  mid- 
western  service  stations.  More  recently 
it  exchanged  1.8  million  of  its  4.9 
million  Atlantic  Richfield  shares  (ac- 
cumulated in  the  days  when  it  was 
a  major  shareholder  of  Richfield)  for 
Cities  Service  shares.  It  was  a  good 
move  for  the  stockholders,  reducing 
the  number  of  Cities  shares  outstand- 
ing by  11%  and  thereby  lifting  earn- 
ings per  share  in  subsequent  years. 
But  again  it  had  the  effect  of  shrink- 
ing Cities  Service's  base. 

Clues  in  the  Past 

In  the  light  of  Cities  Service  history, 
this  caution  is  understandable.  In  the 
Thirties  the  company  owned  a  number 
of  public  utilities  that  it  was  com- 
pelled to  dispose  of  in  1935.  That  was 
not  finished  until  the  early  Fifties.  To- 
day its  top  officers.  Chairman  and 
Chief  Executive  Charles  S.  Mitchell 
and  President  J.  Edgar  Heston,  are 
oilmen  who  spent  most  of  their  early 
years  in  engineering  and  geological 
work  for  Cities.  When,  in  a  surprise 
move,  John  Burns,  the  former  head  of 
RCA,  was  brought  in  by  the  board 
to  head  up  the  company  in  1966, 
Mitchell,  then  president,  commented: 
."We  were  basically  a  strong  company. 
But  I  think  we  had  become  too  inbred, 
a  bit  too  contented.  We  simply  weren't 
exploiting  our  opportunities  to  the  ut- 
most. We  needed  someone  like  John 
Burns,  who  had  plenty  of  business 
savvy,  to  come  along  and  rouse  us." 

Burns,  in  an  apparent  fight  behind 
boardroom    dnnrs     was   forced    nut   nf 


been  drab  in  terms  of  earnings  growth, 
today  there  is  a  flurry  of  action  at 
Cities  Service.  It  is  increasing  capital 
expenditures  from  around  $250  mil- 
lion a  year  to  $300  million  a  year. 
It  has  ventured  into  the  Indonesian 
prospecting  race  with  a  one-third  in- 
terest in  a  major  concession  off  Java. 
It  has  a  significant  stake  in  natural 
gas,  which  promises  to  be  increasingly 
profitable.  It  has  high  hopes  for  two 
copper  mines  in  Arizona  and  Tennes- 
see. It  has  managed  to  increase  its 
gasoline  sales  by  about  12%  a  year, 
well  above  the  industry  average.  And 
younger  men  such  as  Charles  J.  Waide- 
lich,  41,  appointed  executive  vice 
president  last  year,  and  Robert  V.  Sel- 
lers, 44,  vice  president  of  finance,  are 
apparently  being  given  an  increasingly 
influential  role  in  running  the  com- 
pany's affairs. 

But  for  all  this  activity.  Cities 
Service  still  looks  like  a  company  that 
is  biding  its  time.  It  tried  diversification 
in  the  early  Sixties,  and  abandoned 
that.  In  the  late  Sixties  it  turned  in- 
stead toward  liquidating  some  of  its 
problems.  The  temptation  is  to  con- 
clude that  Cities  Service  management 
has  been  preparing  the  company  for 
a  merger.  But  the  field  has  narrowed 
considerably  and  none  has  yet  come 

ahnnt      And     thp     whnip    ^^/nrM    Vnnw.; 


'It's  Your 
Nicker 

We  think  you  have  a  right  to  ask  a 
broker  about  anything  in  the  business 
that  might  affect  your  account. 

About  segregated  securities,  for 
example,  or  free  credit  balances, 
commission  rates  and  service 
charges. 

About  how  orders  are  sent,  or 
errors  are  caught,  or  how  many 
brokers  he  has  on  the  floor. 

About  operations,  bookkeeping 
—and  how  well  they  can  cope 
with  20  million  share  days— or 
thirty. 

About  the  quality  of  research  and 
the  firm's  basic  philosophies- 
concerning  your  investment 
dollars. 

About  plans  for  expansion  and 
long-range  goals. 

About  capital,  capital  growth  and 
current  capital  strength. 

About  anything  else  you  feel  is 
important. 

As  far  as  we're  concerned,  we  have 
a  pamphlet  that  gives  you  our 
answers  to  most  of  those  questions. 
We'd  be  happy  to  mail  it  if  you  simply 
mail  us  the  coupon  below. 

And  if  you  don't  find 
the  specific  answers  you're 
looking  for,  any  Reynolds 
Account  Executive  in  any 
Reynolds  office,  will  be 
glad  to  supply  them. 

Please  mail  me  more  information  on 
Reynolds  &  Co.— and  why  I  might  wish  to 
open  an  account. 

FO 


Name 

Address 

City 

State 

Zip 

Telephone 

Revfiolds  &  Co. 


Open-Door  Policy 

The  coal  producer  pays  a  price  for  protection 
against  market  fluctuations.  That's  what  long- 
term  contracts  are  all  about.  But  in  its  first  such 
contract,  Pittston  has  cut  that  price  to  the  bone. 


Alone  among  the  big  coal  compa- 
nies, The  Pittston  Co.,  the  U.S.'  fourth- 
largest  producer  (after  Continental 
Oil's  Consolidation  Coal,  Kennecott 
Copper's  Peabody  Coal  and  Occidental 
Petroleum's  Island  Creek  Coal),  has 
always  refused  to  sell  its  output  under 
long-term  contracts.  Or  it  had  always 
refused  to  do  so  until  last  year  when 
Pittston's  policy  was  triumphantly 
vindicated.  That  was  the  year  when 
coal  prices  went  through  the  roof  and 
most  of  Pittston's  competitors  found 
themselves  locked  in  at  the  low  prices 
called  for  under  their  long-term 
contracts. 

But  that  didn't  deter  Nicholas  T. 
Camicia,  54,  the  coal  miner's  son  Pitts- 
ton lured  away  from  General  Dy- 
namics' coal  division  some  two  years 
ago  to  head  up  the  company.  In  April 
Camicia  began  shipments  to  Japan 
under  Pittston's  first  long-term  con- 
tract and,  short-term  at  least,  the 
consequences  were  little  short  of 
breathtaking.  On  a  20%  increase  in 
sales  to  $505  million,  Pittston's  earn- 
ings hit  $34.5  million,  more  than  dou- 
ble those  of  1969.  Pittston  is  admit- 
tedly a  diversified  company,  with  in- 
terests in  oil  distribution,  specialized 
transportation  and  warehousing.  But 
coal  was  responsible  for  44%  of  Pitts- 
ton's revenues  and  68%  of  its  earnings, 
as  it  was  responsible  for  the  bulk  of 
earnings  gain. 

"This  contract  is  not  really  a  change 
of  philosophy,"  Camicia  says.  "We 
still  don't  like  long-term  contracts  un- 
less they're  written  at  peak  prices— or 
higher."  But  of  course,  Pittston's  con- 
tract is  at  peak  prices.  The  Japanese 
need  metallurgical  (coking)  coal  to 
sustain  the  10%  annual  growth  they 
foresee  for  their  steel  production,  and 
Pittston  has  metallurgical  coal  in 
abundance:  Most  of  the  world's  best 
metallurgical  coal  is  in  the  U.S.,  and 
nobody  has  as  much  as  Pittston;  it 
normally  accounts  for  some  80%  of 
Pittston's  otitput. 

Spread  o\er  ten  years,  the  contract 
calls  for  140  million  tons  of  coal  at  a 
base  price  that  industry  sources  esti- 
mate to  be  at  least  $12  a  ton.  In 
addition,  the  Japanese  have  agreed  to 
pay  all  cost  escalations.  So  if  the  mine 
workers  get  higher  wages  this  year— 


the  price  is  renegotiable  yearly,  be- 
coming, in  effect,  a  series  of  yearly 
price  negotiations. 

What  Camicia  has  done  is  write  a 
very  special  kind  of  long-term  con- 
tract—one that  guarantees  Pittston  a 
certain  level  of  profit  and  earnings 
growth  for  at  least  five  years.  Last 
year,  Pittston  shipped  nearly  7  million 
tons  under  the  contract;  this  year  it 
will  ship  between  9  million  and  10 
million— adding  another  $36  million  in 
revenues  at  last  year's  profit  margins; 
and  by  1974  it  will  be  shipping  15 
million  tons.  Thus,  Camicia  has  not 
simply  protected  Pittston  against  any 
fluctuations  in  demand— Japanese  de- 
mand has  in  fact  already  slipped  mod- 
erately—but he  has  done  so  at  a  very 


Edge.  Japan's  steelmakers 
also  buy  elsewhere,  but  need 
ibe  U.S.'  uniquely  hard  coals. 


minimum  cost  to  Pittston,  setting,  in 
effect,  a  fixed  rate  of  return  at  a  sacri-  j 
fice  of  a  still  higher  one  if  prices  rise 
further.  As  matters  already  stand, 
Pittston  now  earns  more  than  24%  on 
its  equity. 

Would  Camicia  write  another  such 
contract?  Right  now  European  pro- 
ducers, who  are  enjoying  a  rate  of 
growth  second  only  to  Japan's,  are 
also  banging  at  Pittston's  door  after 
metallmgical  coal.  "Our  door  is  open," 
says  Camicia.  "We  don't  like  to  tie  up 
too  much  of  our  production  in  long- 
term  contracts.  But  we'll  consider 
their  proposals.   If  we  write  such  a^ 


This  announcement  is  neither  an  ofier  to  sell  nor  the  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


$125,000,000 

Pennzoil  United,  Inc. 

$75,000,000 

Debentures  8h%  Series  due  March  1,  1996 

• 

Price  100.25% 
and 

$50,000,000 

bh%  Convertible  Subordinated  Debentures  due  1996 

• 

Price  100% 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


Whlte,Weld&Co. 


Lehman  Brothers 

Incorporated 


The  First  Boston  Corporation  Smith,  Barney  &  Co.  Blyth  &  Co.,  Inc.  Drexel  Firestone 

Incorporated 


Incorporated 


duPont  Glore  Forgan 


Incorporated 


Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 


Goldman,  Sachs  &  Co. 


Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co. 

Incorporated 

Lazard  Freres  &  Co.        Loeb,  Rhoades  &  Co.        Paine,  Webber,  Jackson  &  Curtis        Salomon  Brothers 

Incorporated 


Shields  &  Company 

Incorporated 


Stone  &  Webster  Securities  Corporation 


Wertheim  &  Co. 


"    *■       ^ 
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Faces  Behind  the  Figures 


Can  George  Do  W? 

"I  CAN  THINK  of  ii  tliousand  reasons 
why  an  outside  director  wouldn't 
want  to  do  what  I'm  doing,"  says 
George  S.  Dively,  68,  tough-talking 
board  chairman  of  Cleveland's 
Harris-Intertype,  who  last  month 
took  over  as  chaiiman  of  another 
Cleveland  company,  ailing  White 
Motor.  "All  I  know  is  if  a  company 
has  problems,  the  outside  directors 
ought  to  step  up  to  bat  and  help 
get  the  thing  redirected.  They've 
been  studying  it  for  years.  They 
ought  to  know  something!" 

White  has  the  problems,  all  right. 
It  lost  nearly  $20  million  last  year 
on  $810  million  sales,  and  the 
merger  with  White  Consolidated 
(Forbes,  Nov.  1,  1970)  that  was 
supposed  to  solve  its  problems  col- 
lapsed last  February  under  chal- 
lenge from  the  Justice  Department. 
Dively,  a  board  member  since  1962, 
was  known  to  have  opposed  the 
merger,  and  so,  when  genial  John 
N.  (Nev)  Bauman,  72,  decided  to 
retire,  Dively  stepped  up  to  bat. 

All  of  White's  outside  directors 
are  Clevelanders,  but  Dively  scoffs 
at  the  suggestion  that  the  Cleve- 


land Establishment  is  merely  clos- 
ing ranks.  "I  would  have  done  the 
same  thing  in  Pittsburgh— or  Cal- 
ifornia," he  says.  "I  see  this  thing 
as  a  test  of  the  character  and  in- 
tegrity' of  outside  directors.  We  have 
six  at  White,  all  chairmen  or  chief 
executives  of  highly  successful  com- 
panies. White  has  had  growing 
problems,  and  obviously  some  re- 
direction was  needed." 

Dively,  who  became  president  of 
Harris-Intertype  back  in  1947,  is 
as  noted  for  his  damn-the-torpedoes 
management  style  as  for  his  Harvard 
B  School  techniques.  But  he  gets 
results.  H-I  is  in  printing  equip- 
ment, no  world-beater  of  an  in- 
dustry. But  thanks  in  part  to  a 
well-conceived  series  of  acquisi- 
tions, largely  in  the  electronics  field, 
it  has  chalked  up  an  above-aver- 
age showing  in  both  growth  (9.6% 
in  earnings  per  share  over  the  past 
five  years)  and  return  on  equity 
( 14.1%  for  the  same  period) . 

Dively  doesn't  think  White  can 
get  well  by  merger:  "You  don't 
solve  operating  problems  when 
you've  got  a  merger  in  the  mill. 
We've  got  to  get  this  thing  turned 
around   internally,   and   we   intend 


D\ve\y  of  White 


to.  I'm  staying  here  until  we  do." 
Brave  words,  and  heartening  ones 
for  a  company  that  has  seemed 
mesmerized  by  its  own  mistakes 
recently.  But  will  brave  words, 
even  accompanied  by  decisive  ac- 
tions, suffice  to  rescue  White  from 
the  consequences  of  its  strategic 
blunders  in  faiTn  equipment  and 
diesel  engines,  to  mention  only  two? 
Will  they  enable  White  to  with- 
stand the  ever  more  determined 
pressure  from  Ford  and  General 
Motors  in  the  heavy-truck  field? 
Answers  to  those  questions  will 
take  time.  ■ 


An  Insistence  on  Change 

When  a  man  is  48,  in  good  health, 
and  chief  executive  of  a  major  cor- 
poration for  eight  years,  he  doesn't 
just  suddenly  retire  because  he 
thinks  he  has  been  in  the  saddle 
long  enough.  Not  at  a  time  when 
a  company's  earnings  have  begun 
to  falter.  And  especially  not  if  he's 
also  the  grandson  of  the  founder 
and  a  member  of  a  family  that  still 
holds  over  12%  of  the  stock.  It 
means  he  was  forced  out,  right? 

Wrong.  At  least  if  the  man  is 
Herbert  (Ted)  Dow  Doan,  who 
retired  some  two  months  ago  as 
chief  executive  of  Dow  Chemical 
with  the  vague  intention  of  devot- 
ing himself  to  managing  new  ven- 
tures. Says  Doan: 

"I've  always  felt  that  line  man- 
agers are  better  off  moving  every 
five  or  ten  years  because  1)\'  then 
they've  got  that  job  in  their  pock- 
et. So  why  except  mvself?  Wlien  1 
became  president  in  1962  I  told 
Gerstacker  [Dow's  cliainnan]  and 
Branch   [its   new   chief  executive] 


built  our  foreign  business  since 
1958  to  the  point  where  it's  near- 
ly half  our  earnings.  So  I  decided 
to  step  down  and  give  him  a  good 
six  or  seven  years  in  the  saddle. 
There  were  no  policy  differences. 
As  a  matter  of  fact,  when  I  told 
Gerstacker  back  in  October  he 
said,  T  think  you  should  stay  and 
become  chairman  and  /'//  retiie.' 
But  I  said  no,  because  working 
with  Washington— that's  just  not 
my  cup  of  tea." 

But  ask  Ted  Doan  how  it  feels 
to  be  on  the  receiving  end  of  nepo- 
tism—a board  member  at  31,  presi- 
dent at  40-and  he  says,  "Well, 
you  have  to  realize  that  you  haven't 
earned  this  position  shoveling  in 
the  trenches.  It  certainly  gives  you 
a  sense  of  humility  and  the  knowl- 
edge that  you're  not  the  best  guy 
around  in  terms  of  managerial 
competence." 

Feeling  that  way,  Doan  came  to 
look  upon  himself  as  an  idea  man 
and  pushed  other  men  to  the  fore. 
He  sees  his  own  contributions  to 
Dow    as    nrimariK-    oninniynHnnnl 


the  pharmaceutical  business,  now 
10%  of  sales  ("I've  got  a  little  pride 
of  authorship  in  that  baby").  But 
he  defers  to  Gerstackers  financial 
derring-do  and  Branch's  overseas 
management  as  being  responsible 
for  Dow's  strong  performance  in 
recent  years— and,  by  implication, 
for  its  present  problems. 

"I  guess  I  just  didn't  want  to  be- 
come an  industrial  statesman,  a  fig- 
urehead," Ted  Doan  says.   ■ 


Doan  of  Dow 


In  Goldfinger's  Shoes 

If  any  osy.  max  can  be  said  to 
have  moved  into  the  void  created 
by  the  death  of  multimillionaire 
Charles  Engelhard,  prototype  of 
Ian  Fleming's  fabulous  Goldfinger, 
it  is  Gavin  W.  H.  Relly,  45,  an  artic- 
ulate, circumspect  South  African, 
who  last  month  took  over  the  two 
key  posts  in  Engelhard's  American 
empire.  Relly  became  chairman  of 
Engelhard  Hanovia  (through  which 
Engelhard  once  controlled  his  many 
interests)  and  executive  committee 
chairman  of  Hanovia's  44%-owned 
aflBliate,  S625-million-assets  Engel- 
hard Minerals  &  Chemicals. 

Relly  himself  is  sort  of  an  after- 
image of  Engelhard's  great  good 
friend,  Harry  F.  Oppenheimer,  pro- 
prietor of  South  Africa's  vast  $4-bil- 
lion  Anglo  American  Corp.,  which 
a  year  or  so  back  acquired  control 
of  Hanovia  for  an  estimated  $200 
million.  An  Oppenheimer  man  to 
the  bone,  Relly  spent  a  couple  of 
years  as  a  P. A.  (personal  assistant) 
to  Oppenheimer  and  to  his  father. 
Sir  Ernest.  Then,  after  some  time 


Relly  of  Anglo  American 

with  the  coal  mining  division,  he 
moved  out  to  take  charge  of  the 
development  of  Anglo's  Highveld 
Steel  &  V'anadium  Corp.  project. 
South  Africa's  first  major  privately- 
owned  steel  producer.  More  recent- 
ly, he  headed  Anglo's  Zambian  cop- 
per operation  and  then,  when  the 
government  took  control,  moved  to 
Toronto  to  head  up  both  Anglo 
American  Corp.   of  Canada    (Am- 


can)  and  Anglo's  key  Canadian 
property,  Hudson  Bay  Mining  & 
Smelting  (zinc,  copper,  potash). 
Last  month,  he  took  over  as  well  at 
Anglo  American  Corp.  of  U.S., 
focal  point  of  all  Oppenheimer's 
American  operations. 

"I'm  not  taking  Mr.  Engelhard's 
place  in  any  real  sense,"  Relly  says. 
"After  all,  EMC's  executive  struc- 
ture remains  intact.  They're  doing 
an  outstanding  job,  and  there  won't 
be  any  interference."  But  Hanovia, 
EMC's  parent,  has  already  been 
restructured.  Gone  are  the  invest- 
ments in  industrial  diamonds, 
lamps,  real  estate  and  plastics. 

That  makes  it  neater,  especially 
for  control  purposes  from  Johan- 
nesburg, and  there  is  no  question 
that  Relly's  assumption  of  Engel- 
hard's various  posts  advances  fur- 
ther one  of  the  major  objectives  of 
Oppenheimer's  long-term  strategy. 
Now,  while  keeping  his  feet  firmly 
planted  in  his  native  South  Africa, 
where  the  government  takes  um- 
brage at  his  criticism  of  apartheid, 
Oppenheimer  also  has  a  major 
bridgehead  in  North  America.  ■ 


Where  Ihe  /Money  Is 

Clearly  the  Nixon  Administration 
had  to  do  something  to  repair  its 
tattered  relations  with  the  busi- 
ness community.  Many  corporate 
leaders  complain  that  they  expect- 
ed better  communications  and 
service  from  a  Republican  Admin- 
istration. They  aren't  happy  about 
the  recession.  Complaints  have 
reached  the  White  House  just  a 
year  and  a  half  before  the  election. 

To  smooth  things  over,  the  Ad- 
ministration turned  this  month  to 
a  diplomat-salesman,  Thomas  E. 
Drumm  Jr.,  and  gave  him  the  im- 
pressive title  of  ombudsman  to 
business  and  an  office  in  the  fifth- 
floor  suite  of  Commerce  Secretary 
Maurice  Stans.  The  61-year-old 
lawyer  and  trade  expert  describes 
his  new  role  as  more  that  of  path- 
finder and  matchmaker  than  Scan- 
dinavian-style advocate. 

"The  important  thing,"  he  says, 
"is  that  times  have  changed  in 
Washington.  The  pattern  of  gov- 
ernment spending  has  changed. 

"Business  is  going  to  have  to 
make  the  changeover  from  the  de- 
fense-oriented dollar  to  the  domes- 
tic-oriented dollar  in  their  con- 
tacts  with   Washington,"  he  adds. 


"Even  the  guys  who  know  about 
Pentagon  procurement  will  have  to 
learn  where  the  money  has  gone. 
And  that's  where  I  come  in." 

What  Drumm  hopes  to  do  is 
ease  the  businessman's  way 
through  the  maze  of  official  Wash- 
ington. Part  of  the  new  communi- 
cations network  he  hopes  to  have 
operating  soon  will  include  616 
outlets'into  local  Chamber  of  Com- 
merce offices.  Drumm's  office  will 
channel  requests  for  information 
and  technical  assistance  to  the 
proper  agency.  Until  now,  Drumm 
says,  "most  businessmen  had  no 
idea  what  is  available  to  them  in 
the  way  of  government  programs, 
information,  technical  aid  or  even 
new  sources  of  business." 

Can  Drumm  cure  the  disap- 
pointment that  normally  Republi- 
can businessmen  feel  about  the 
current  White  House  tenants? 
Pointedly,  one  bit  of  biography 
circulated  by  Commerce  after 
Drumm's  appointment  is  a  wry  sa- 
lute paid  him  by  a  French  maga- 
zine when  he  was  the  commercial 
aide  at  the  U.S.  Embassy  in  Paris: 
■"The  man  who  made  it  possible  to 
sell  tinned  American  hamburgers  in 
France."  Can  he  resell  Nixon  to 
disappointed  businessmen?  ■ 
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Abetter  quality  of  life  begins  with  a  good  house. 

Before  you  buy  one  of 
the  millions  of  houses  to  be 
built  during  the  seventies, 
here's  what  you  should 
know  about  tile  floors. 


Chances  are  tlie  new  house  j-ou 
buy  will  have  some  kind  of  tile 
flooring  somewhere.  Your  main 
concern  will  be  keeping  it  shiny. 

But  if  you  buy  an  older  house, 
or  already  own  one,  you  may  want 
to  replace  the  present  floor 
covering.  Or  just  replace  a  few 
tiles  that  may  have  worked  loose. 

Whichever  the  case,  the 
following  is  intended  as  a  short 
primer  on  the  selection  and 
upkeep  of  tile  flooring. 

THE  VIRTUES  OF 
VINYL-ASIJESTOS 

The  most  frequently  used  floor  tile 


today  is  vinyl-asbestos.  With  good 
reason.  Available  in  a  myriad  of 
colors,  patterns  and  textures, 
vinyl-asbestos  has  proven  its 
worth  in  kitchens,  family  rooms, 
laundry  rooms— any  place  you 
need  an  easy-to-clean,  durable 
floor  covering.  (It  will  last  and 
last,  so  be  sure  you  choose  a  style 
you  really  like.) 

A  NEW  FLOOR: 
STARTING  FRESH 

Tile  floors  are  only  as  good  as  the 
sublloors  they  cover.  A  damp 
subsurface  will  cause  poor 
adhesion.  One  that's  uneven  will 


eventually  "telegraph"  its  rough 
spots  through  the  resilient  tile 
laid  over  it.  A  concrete  subsurface 
can  be  levelled  by  using  a  hammer  i 
and  chisel  on  the  high  spots  and 
by  filling  vallej^s  with  a  latex 
underlayment.  A  wood  subfloor 
should  be  at  least  two  feet  above 
ground  level  and  well  ventilated. 
If  the  top  boards  are  over  SIX" 
v^'ide,  they  should  be  covered  with 
plywood  at  least  -^g"  thick.  Tile 
may  be  laid  over  old  floor 
coverings,  but  only  if  they're  flat, 
tight  and  free  of  all  coatings. 

TILE-IT-YOURSELF 

To  begin,  find  the  exact  center 
of  the  room  by  stretching  a  chalk 
string  from  the  midpoints  of  the 
opposite  walls.  Using  the  chalk 
marks  as  a  guide,  set  down  loose 
tiles  from  the  center  to  a  side  wall 
and  an  end  wall.  If  you  reach  a 
wall  with  a  strip  less  than  two  or 


three  inches  wide  remaining, 
move  your  center  guide  line  over 


about  half  a  tile-width.  Now  you 
won't  have  to  fit  narrow  pieces  of 
tile  along  the  wall. 

There  are  a  number  of 
easy-to-use,  brush-on  adhesives 
on  the  market.  Application  is 
simple— just  follow  the 
manufacturer's  instructions. 
Start  laying  tiles  in  the  center. 
Butt  each  tile  firmly  in  place 
without  sliding.  To  fit  around  a 
pipe  or  other  obstruction,  first 
make  a  paper  pattern  and  then 
transfer  it  to  the  tile.  At  room 
temperature,  vinyl-asbestos  cuts 
easily  with  a  scis.sors  or  knife. 

You  can  also  simplify  the  whole 
procedure  by  using  self-sticking 
tiles.  They  require  no  additional 
adhesive  because  it's  pre-applied 
at  the  factory.  You  just  peel  off 
the  paper  backing  and  set  the  tile 
in  place.  Self-adhering  tiles  are 
easily  cut  and  just  as  durable  as 
those  requiring  regular  adhesives. 

SPARE  THE  WATER, 
SAVE  THE  FLOOR 

Never  flood  a  tile  floor.  And  avoid 
using  harsh  cleaners,  strongly 
alkaline  detergents  or  scalding 
water.  They  can  mar  the  finish 
and  damage  the  adhesive  bond. 

Before  applying  any  protective 
finish,  start  with  a  really  clean 


floor.  Your  best  bet  is  the  cleaner 
offered  by  the  manufacturer  of 
your  tile.  Rinse  with  clear  water. 

A  paste  wax  coating  is  not 
advisable— it  may  contain  strong 
solvents.  Today's  most  popular 
floor  finishes  are  the  acrylics, 
Avhich  work  beautifully  on 
vinyl-asbestos.  Always  follow  the 
manufacturer's  directions.  And 
remember  that  two  thin,  even 
layers  of  finish  are  better  than  a 
single  thick  one.  Heavy  coatings 
actually  attract  and  trap  dirt, 
which  discolors  the  polish.  A  high 
gloss  comes  from  lots  of  buffing, 
not  lots  of  polish. 

SIMPLE  REPAIRS 
KEPT  SIMPLE 

Removing  vinyl-asbestos  tiles 
requires  the  direct  application  of 


heat  to  soften  the  adhesive.  Your 
home  iron  will  do  fine.  Set  it  at  its 
highest  temperature  and  protect 
its  face  with  a  damp  cloth.  Better 
yet,  rent  a  special  electric  heating 
plate  from  your  dealer. 

As  the  adhesive  softens,  pry  up 
the  tile  with  a  putty  knife.  Scrape 
away  the  old  adhesive  and  smooth 
the  subfloor  ai'ea.  Apply  new 
adhesive,  but  don't  use  too  much 
and  keep  it  away  from  the  edges 
or  it  may  ooze  up  through  the 
joints.  Now  replace  the  tile  and 
smooth  it  with  a  rolling  pin. 

Flintkote  originally  earned  its 
reputation  as  the  maker  of  roofing 
materials,  but  now  we  also  make 
pi'oducts  for  your  whole  house. 
Vinyl-asbestos  tiles,  for  instance, 
along  with  their  adhesives. 
FLINTKOTE  Peel  and  Stick,  a 
self-adhering  vinyl-asbestos  tile, 
comes  in  a  variety  of  colors, 
patterns  and  textures.  Other 
products  that  continue  to  enhance 
the  Flintkote  name  are  insulation, 
concrete,  lime,  Portland  cements, 
and  gypsum  and  paper  packaging 
products. 

The  Flintkote  Company 
400  Westchester  Avenue 
White  Plains,  New  York  10604 


Nobody's  got  more  products  to  build  with.  FLINTKOTE 
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Faces  Behind  the  Figures 


Van  Auken  of  Saxon 
Three  (Un)EasY  Pieces 

Outside  of  Chester  Carlson,  in- 
ventor of  xerography,  probably  no- 
body has  had  a  greater  impact  on 
the  growth  of  the  photocopier  in- 
dustry than  John  A.  van  Auken. 
For  almost  20  years  now  van  Auken 
has  been  developing  copiers  for 
such  companies  as  American  Photo- 
copy, SCM,  Olivetti,  Litton  and 
presently  Saxon  Industries.  Maybe 
inventors  are  supposed  to  be  dis- 
tracted, hand-to-mouth  sort  of  peo- 
ple, who  guard  their  ideas  like 
misers.  But  not  van  Auken.  A  short. 


friendly,  somewhat  rotund  man  of 
53,  he  lives  in  a  plush  12-room 
house  near  Miami,  Fla.,  docks  his 
55-foot  Chris  Craft  ten  yards  from 
his  swimming  pool  and  talks  freely 
of  his  ideas  and  inventions. 

Says  he:  "The  vast  majority  of 
investors  end  up  inventing  item 
after  item  without  any  of  them 
being  brought  to  commercial  real- 
ity. They  have  the  vision  of  the 
Holy  Grail.  They  adopt  a  protec- 
tive, secretive  attitude  for  fear  their 
invention  is  going  to  be  stolen.  As 
a  result,  they  never  know  what  to  do 
with  what  they  have  created.  I 
have  learned,"  van  Auken  goes  on, 
"it  pays  off  if  you  talk  and  disclose 
what  you  are  doing.  This  encour- 
ages others  to  disclose  what  they 
are  doing.  My  philosophy  is  that 
I  don't  have  a  corner  on  brains." 

Van  Auken  never  graduated  from 
college,  though  he  attended  both 
Harvard  and  the  Ilhnois  Institute  of 
Technology.  He  got  into  photocopy- 
ing in  the  mid-Fifties  when  he  went 
to  work  for  APECO,  spearheading 
the  development  of  its  Electro-Stat; 
it  hit  the  market  in  1961. 

That  was  the  first  commercial 
electrofax  machine,  a  method  that 
uses  coated  paper  instead  of  xerog- 
raphy. Today  that  approach  is  used 
by  most  companies  in  the  industry 
and  accounts  for  an  estimated  one- 
fourth  of  volume. 


Moving  on  the  SCM,  he  devel- 
oped the  33,  44  and  55  electrofax, 
machines,  still  the  heart  of  SCM's 
line.  Since  leaving  SCM  in  1963  he 
has  designed  or  developed  machines 
marketed  by  Olivetti,  Litton,  Savin, 
A.B.  Dick  and  Saxon  Industries, 
his  current  employer. 

Van  Auken  understands  only  too 
well  the  problems  of  the  inventor- 
promoter.  In  the  mid-Sixties  he 
toured  Wall  Street  for  1/2  years 
looking  for  $1.8  million.  "I  didn't 
have  a  machine,  but  I  had  an  idea." 
So  he  put  together  a  125-page 
marketing  proposal,  had  a  friend 
paint  a  color  picture  of  how  the 
machine  he  had  in  mind  would 
look,  photographed  the  painting 
with  a  Polaroid  and  made  the 
rounds  of  Wall  Street.  The  picture 
"looked  like  the  real  McCoy,"  says 
van  Auken.  Today  it  is  the  Copy- 
stat  500,  the  heart  of  the  Saxon  In- 
dustries lines. 

These  days  van  Auken  spends 
most  of  his  time  at  the  30-man 
research  lab  that  Saxon  obligingly 
set  up  for  him  in  sunny  Miami.  "I'm 
just  a  guy  with  ideas  coming  a  mile 
a  minute,"  says  van  Auken.  "Many 
are  garbage,  but  every  so  often 
there  is  a  gem.  Inventing  is  only 
part  of  what  it  takes  to  make  an 
invention  a  success.  You  also  have 
to  manufacture  and  sell  it.  All 
three  pieces  are  necessary."  ■ 


Bush  League  or  Big  League? 

Opening  up  scheduled  air  service 
tlirough  Alaska's  winters  with  his 
trusty  Stinson  back  in  the  1930s, 
Sigurd  Wien,  67,  now  chairman 
of  Wien  Consolidated  Airlines 
(1970  revenues:  $22  million),  nev- 
er thought  that  one  day  he'd  be 
eyeball-to-eyeball  with  biggies  like 
Pan  American  World  Airways. 

But  Wien's  tnisty  Boeing  737, 
out  of  Fairbanks  to  Point  Barrow 
and  Deadhorsft,  landing  on  gravel 
strips  only  six  miles  from  the  North 
Slope  activity  at  Prudhoe  Bay,  with 
a  load  factor  of  better  than  53%, 
made  it  through  the  last  Arctic 
winter  with  only  1%  cancellations. 
More  important,  Wien  Consolidat- 
ed got  through  1970  without  going 
i)ankrupt-a  tough  act  in  tlie  Alas- 
ka air  game,  where  the  slowdown 
in  pipeline  building  busted  some 
less  fortunate  competitors. 

Now  a  Civil  Aeronautics  Board 
examiner    has    recommended    that 


Wien  Consolidated  be  given  its  first 
interstate  route— from  Seattle  to  Fair- 
banks, and  Seattle  to  Juneau.  But 
the  Seattle-Fairbanks  route  that  the 
CAB    examiner    is    recommending 

Wien  of  Wien  Consolidated 
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would  be  taken  from  Pan  Ameri- 
can, which  is  aheady  objecting  vo- 
ciferously. The  Seattle-Fairbanks 
route  also  is  a  mainstay  of  Alaska 
Airlines— but  even  with  four  flights 
a  day,  Alaska  is  so  hard  pressed 
for  cash  that  the  CAB  has  given  it 
a  $500,000  cash  advance  on  its 
aiimail  service  subsidy. 

Wien  itself  posted  a  64%  earnings 
drop  for  1970  from  1969,  but  at 
least  it  is  still  in  the  black.  Should 
all  the  routes  newly  recommended 
for  Wien  be  approved,  the  airline's 
revenues  would  almost  double. 

Sigurd  Wien  himself  is  too  old  a 
hand  at  the  route  game  to  be- 
lieve that  what  a  CAB  examiner 
recommends  is  necessarily  what 
the  Board  itself  will  adopt.  His  at- 
titude, therefore,  is  to  wait  and  see. 
"We  consistently  make  a  modest 
profit— which  makes  us  unique  for 
Alaska.  And  we  provide  air  ser- 
vices—with bush  craft  and  Boeing 
—in  Alaska  on  schedule.  They'll 
have  to  judge  us  accordingly."  ■ 
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This  announcement  is  not  an  ojjer  oj  securities ) or  sale  or  a  solicitation  oj  an  ojjer  to  buy  securities. 


New  Issue 


March  24,  1971 


$150,000,000 

Amerada  Hess  Corporation 

6%%  Subordinated  Debentures  Due  1996 

with 

Warrants  to  Purchase  900,000  Shares  of  Capital  Stock 

of  The  Louisiana  Land  and  Exploration  Company 

Offered  in  Uniti  each  consisting  of  one  Debenture  in  the  principal  amount  of  $1,000  and 
Warrants  to  purchase  six  shares  of  Capital  Stock  of  The  Louisiana  Land  and  Exploration 
Company.  The  Warrants  will  be  exercisable  after  June  15,  1971  at  a  price  of  $81  per 
share  (subject  to  adjustment)  to  and  including  June  15,   1976  when  the  Warrants  expire. 


Price  $1,000  per  Unit 

plus  accrued  interest  from  March  15,  1971 


Copies  oj  the  prospectus  may  he  obtained  j ram  such  oj  the  undersigned  (who  are  among 

the  underwriters  named  in  the  prospectus)  as  may  legally  ojjer 

these  szcurUies  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 

Loeb,  Rhoades  &  Co.  The  First  Boston  Corporation 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorpor.t.d 

Blyth  &  Co.,  Inc. 

Eastman  Dillon,  Union  Securities  &  Co. 


Drexel  Firestone 

Incorporated 


Kuhn,  Loeb  &  Co. 

Salomon  Brothers 

duPont  Glore  Forgan 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 


Hornblower  &  Weeks-Hemphill,  Noyes       Lazard  Freres  &  Co.      Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co.  White,  Weld  &  Co. 

Dean  Witter  &  Co.  American  UBS  Corporation  Bache  &  Co. 

Incorporated  Incorporated 

Basle  Securities  Corporation  Reynolds  &  Co.  Swiss  American  Corporation 


A  Tale  of 
Two  Investors 

Two  investors  had  a  vehement  disagreement  over  the  relative  merits  of  a  particular  stock.  One  investor 
said  he  was  right  in  wanting  to  purchase  100  shares.  The  other  investor,  who  already  owned  100  shares, 
insisted  that  he  would  sell.  Both  investors  were  so  strong  in  their  beliefs  they  decided  to  leave  the 
judgment  as  to  who  was  right  to  a  mutual  friend.  Their  friend  was  familiar  with  the  investment  needs 
of  each.  Being  a  wise  man,  he  conducted  an  intensive  study  of  the  stock  by  utilizing  the  information 
provided  in  his  investment  advisory  service.  Much  to  the  surprise  of  the  two  investors,  the  friend 
decided  both  were  right! 


YOU  ASK:  "HOW  IS  THIS  POSSIBLE?" 

Very  simple.  The  wise  friend  was  a  longtime  subscriber 
to  THE  VALUE  LINE  INVESTMENT  SURVEY  and  —  by 
using  Value  Line's  objective  determinations  of  probability 
—  he  discovered  that  the  intentions  of  both  investors 
were  consistent  with  an  evaluation  of  the  facts  in  terms  of 
their  personal  investment  goals. 

As  a  subscriber  to  The  Value  Line  Investment  Survey, 
you  can  have  these  evaluations  weekly  on  1300  stocks  — 
including  nearly  every  common  stock  traded  on  the  New 
York  Stock  Exchange  ...  plus  200  others. 

HOW  DOES  VALUE  LINE  DO  THIS? 

By  systematically  rating  every  week  what  the  probable 
price  changes  of  each  of  the  1300  stocks  will  be  —  relative 
to  all  the  others  —  in  three  specific  time-periods  in  the 
future:  the  next  12  months ...  3  to  5  years  .  . .  beyond  5 
years. 

Utilizing  objective  statistical  measurements  of 
price/earnings  relationships  and  growth  rates,  Value  Line 
determines  the  100  stocks  likely  to  outperform  the  others 
in  the  coming  year  and  rates  this  group  as  I  (Highest).  The 
next  group  of  300  stocks  is  rated  II  (Above  average).  The 
next  group  of  500  stocks  is  rated  III  (Average).  The  next 


300  issues  are  rated   IV  (Below  average), 
group  of  100  stocks  is  rated  V  (Lowest). 


And  the  fiii 


Value  Line  uses  a  uniaue  method  of  assigning  an  ind< 
number  to  each  of  the  following  four  weekly  ratings: 

(1)  Probable   Market    Performance   in    the    next 
months 

(2)  Appreciation  Potential  3  to  5  years  from  now 

(3)  Quality  (Dependability  beyond  5  years) 

(4)  Estimated  Yield  in  the  next  12  months 

By  weighting  the  index  numbers  of  these  ratings 
accord  witn  your  own  investment  goals  you  can  gau^ 
how  suitable  any  one  of  the  1300  stocks  is  for  yc 
personally  and  now. 

Therefore,  if  one  investor's  major  goaf  is  curret 
income  and  another's  is  growth  beyond  five  years,  it  coui 
be  right  for  one  stockholder  to  sell  XYZ  Company  whil 
at  the  same  time,  logical  for  another  investor  to  buy  it. 

In  addition  to  the  ratings,  you  receive  full-page  repot 
on  each  stock  four  times  a  year,  or  more  often  ifeviden* 
requires.  At  the  same  time  you  receive  a  remarkably  cle^ 
presentation  of  the  most  significant  statistical  trencis  ov' 
the  company's  past  15  years.  AH  this  is  provided  so  thati 
you  disagree  with  Vakie  Line's  ratings,  you  know  what  yc 
aredisagreeing  with  and  why. 


Special  Trial  Offer 

13  weeks  of  Value  Line  .  .  .  $25 

Try  Value  Line  now  and  save  almost  half  the  regular 
rate  of  $49.  You'll  receive  a  complete  cycle  of  full- 
page  reports  on  1300  stocks  (about  100  each  week), 
analyses  of  67  industry  groups,  10  especially 
recommended  stocks  and  3  special  situations.  This 
olter  is  limited  to  new  subscriptions  and  is  available 
only  once  to  any  subscriber. 

BONUS:  By  subscribing  now,  you'll  also  receive  The 
Investors  Reference  Service,  the  most  recent  Value 
Line  full-page  reports  on  1300  stocks.  This  two- 
volume  set  of  investment  information  —  1800  pages 
in  ail  —  regularly  sells  for  $25  by  itself.  But  it's  yours 
now  at  no  extra  cost  when  you  enter  your 
introductory  subscription  to  The  Value  Line 
Investment  Survey. 

MONEY  BACK  GUARANTEE 

If  you  find  that  Value  Line  does  not  come  up  to  your 
expectations  return  all  material  we  sent  you  within 
30  days  for  a  full  and  unquestioned  refund  of  your 
money. ; 


\^i/^  THE  VALUE  LINE  INVESTMENT  SURVEY 

■\/       Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

I    I  Begin  my  13-week  trial  subscription  to  Value  Line  at  the  special  rate  of 
just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive  The  Investors 
Reference  Service. 

I    I  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors 
Reference  Service  for  $189. 

Subscription  fees  are  tax-deductible. 

N.Y.C.  residents,  please  add  6%  sales  tax;  other 

N.Y.  State  residents,  add  applicable  tax. 


I    I  Payment  enclosed 
rn  Bill  me 


Signature. 


Name  (please  print). 


Address. 


1609 


\ 


(No  assignment  of  this  agreement  will  be  made 
without  subscriber's  consent  ) 


City. 


State. 


Zip- 
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The  Forbes  Index 


preliminary 


eision  isHstfnM 
by  NaiionpJBureauolSconotmc  Ressat(fi 


JAN 132.4 

FEB 130.9 

MAR 129.0 

APR 127.8 

MAY 126.1 

JUNE 125.8 

JULY  127.2 

AUG 126.4 

SEPT 125.4 

OCT.  ' 122.0 

NOV 119.5 

DEC. 119.5 

JAN 121.9 

FEB.  (prel.)  ,124.3 


Composed  of  the  (oifowmg: 
ProtftfCtiofl 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Irtdex  ol  Industrial  Production) 

•  What  volume  ol  hard  goods  are  we  ordering? 
{Dept  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  ^Depf.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  O.  Hooper 


Look  Into  Your  Annual  Reports 


.\.MONG  ANALYSTS,   A.J.    Hettinger   of 

Lazard  Freres  has  long  been  regarded 

as  a  man  to  emulate,  not  only  in  his 

,  investing  but  also  in  his  thinking.   I 

recall    "Het"    saying    that    he    found 

reading  annual  reports  more  fascinat- 

(ing  than  reading  any  modern  novel. 

'  Het  used  to  read  annual  reports  after 

dinner  at  night  for  relaxation.  In  my 

I- else,  while  I   read  many  annual  re- 

rts  after  dinner,  I  do  it  because  it 

a  profitable  discipline  rather  than 
because  it's  fun. 

Because  I  have  been  reading  an- 
nual reports  for  so  long,  it  is  easy  for 
me  to  determine  whether  manage- 
ment is  trying  to  inform  its  sharehold- 
irs  or  impress  them.  The  highly  unin- 
iormative  annual  reports  (like  those 
Litton  Industries  sent  out  for  so  many 
I \ ears)  are  often  a  symptom  that  cor- 

rate  management  does  not  feel  that 
I  JO  much  truth  would  help  the  price 
|of  the  stock.  The  too  elaborate  and 
•pensive  ones,  even  if  they  are  full  of 
j:aificant  facts,  make  me  think  I  am 
tne  subject  of  a  selling  job.  The  ones 
which  put  the  highly  significant  things 
only  in  notes  in  the  balance  sheet, 
hoping  that  the  shareovvner  and  the 

Mr.  Hooper  Is  associated  with  the  New  York  Stock 
"Change  firm  of  W.  E.  Hutton  &  Co. 
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analyst  won't  read  the  fine  print,  tell 
me  there  is  an  attempt  to  be  hope- 
fully obscure  about  unfavorable 
things.  Some  of  the  conglomerates  and 
perhaps  most  of  the  high-science  won- 
der companies  are  guilty  of  this. 

Corporations  in  this  day  and  age 
change  rapidly.  Unless  you  read  the 
annual  report  you  may  not  be  aware 
of  a  radical  change  in  your  compa- 
ny's place  in  the  economy  or  in  the 
nature  of  its  business.  From  the  re- 
port you  can  often  glean  hints  of 
changes  in  the  demand  for  old  prod- 
ucts, of  new  products,  and  of  the 
planning  of  important  projects.  Some- 
times the  remarks  in  the  annual  report 
will  completely,  or  largely,  explode 
some  new  thing  on  which  a  previous 
rise  in  the  stock  has  been  based. 

Most  companies  send  out  a  proxy 
statement  either  with  or  ahead  of  the 
annual  report.  Be  sure  you  read  it.  It 
will  tell  you  whether  the  management 
thinks  enough  of  the  company  to  own 
its  stock.  If  you  are  just  a  medium- 
sized  investor,  like  me,  you  will  be 
surprised  occasionally  to  find  that  you 
own  more  stock  than  all  the  directors 
combined.  That's  a  sign  that  you  own 
something  you  should  consider  selling. 
A  really  fine  company  with  an  attrac- 


tive future  is  usually  managed  by  peo- 
ple who  own  a  good  hunk  of  it  them- 
selves. Arvin  Industries,  Halliburton, 
TRW  Inc.,  Georgia-Pacific  and  Eagle- 
Picher  may  be  mentioned  as  examples 
of  companies  where  management 
owns  a  substantial  stake.  The  direc- 
tors don't  own  much  of  Cerro  Corp. 

McCulloch  Oil  (52)  reports  an- 
other increase  of  30%  in  per-share 
earnings  in  1970  as  against  1969.  C.V. 
Wood,  the  president,  recently  told  the 
N.Y.  Society  of  Security  Analysts  that 
he  expected  per-share  earnings  in 
1971  to  be  30%  ahead  of  1970.  The 
company  thus  far  has  sold  $150  mil- 
lion worth  of  lots  at  Lake  Havasu  City 
and  $40  million  at  Pueblo  West.  Foun- 
tain Hills  lots  (near  Phoenix)  should 
go  on  sale  later  this  year  and  may  be 
bigger  than  either  Lake  Havasu  City 
or  Pueblo  West.  In  the  meantime,  the 
oil  operation,  which  has  always  been 
secondary  to  "new  cities,"  is  expand- 
ing rapidly  and  having  good  explora- 
tion results.  The  McCulloch  man- 
agement reckons  that  it  has  an  "in- 
ventory" of  more  than  $400  miUion  of 
real  estate  to  sell. 

Federal  National  Mortgage  (70)  ap- 
parently did  not  earn  as  much  in  the 
first  quarter  as  most  people  had  ex- 
pected in  December  and  January,  but 
there  is  great  optimism  as  to  what 
the  company  may  be  able  to  earn  in 
subsequent  quarters  when  the  "spread" 
between  the  cost  of  money  and  what 
the  company  earns  on  some  $15  bil- 
lion of  mortgages  becomes  wider.  It 
is  folly  to  try  to  guess  what  Fanny 
Mae  will  earn  this  year,  but  there  is 
little  question  but  that  the  earnings  in 
some  individual  quarters  will  be  more 
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just  off  the  press... 

The  1971  Mutual 
Fund  Guide 

a  484-page  fact-filled  book 
covering  456  mutual  funds 


. . .  used  by  investors,  brokers,  and  money 

managers  in  all  50  states  and  in  67  foreign 
countries  and  now  available  to  you  in  this 
special  offer.  Now  in  its  13tti  year  of  publi- 
cation, FundScope's  1971  Mutual  Fund 
Guide  contains  much  new  exclusive  per- 
formance and  reference  data  not  available 
elsewhere  —  the  basic  information  neces- 
sary to  get  your  dollar's  worth  from  a  mutual 
fund  investment.  FOR  EXAMPLE: 

308  pages  of  EXHAUSTIVE 
FUND  PERFORMANCE  DATA 

Each  tund's  record  over  the  past  ten 
years  (or  life  of  the  fund  if  shorter)  is  brol<en 
down  year-by-year  to  show  annual  fluctua- 
tions in  assef  value,  in  dividend  payments 
and  in  capital  gain  distributions.  For  each 
fund  results  are  shown  three  ways:  1) 
assuming  all  distributions  taken  in  cash; 
2)  assuming  dividends  taken  in  cash,  capi- 
tal gains  reinvested;  3)  assuming  all  distri- 
butions reinvested,  compounded. 

Ten-year  individual  fund  results  are 
shown  for  two  types  of  investment:  1)  an 
assumed  lump-sum  investment;  2)  an 
assumed  dollar  cost-averaging  systematic 
monthly  investment  program. 

How  does  each  fund  rate  for  Growth?  for 
Income?  for  Stability?  Or  all  three  com- 
bined? FundScope  rates  each  fund  in  each 
category  and  combinations  of  each. 
Included  are  No-Load  funds,  Go-Go  funds, 
and  funds  little  known  except  to  profes- 
sional investors.  Throughout  the  Guide  all 
No-Load  funds  appear  in  bold  face  type. 

10-YEAR  PERFORMANCE 
RESULTS 

According  to  the  Investment  Company 
Institute,  cash  locked  up  in  a  strongbox 
would  have  lost  21%  of  its  value  in  the 
decade  1960-1970.  Moreover,  despite  three 
serious  stock  market  drops  in  1962,  1966, 
and  1968-1970  (the  latter  the  worst  since 
the  1930s)  the  "average"  mutual  fund  v\/as 
a  good  long-term  investment. 

The  Guide  reveals  that  an  assumed 
$10,000  investment  in  the  period  1/1/61- 
12/31/70  (with  all  distributions  reinvested) 
grew  to  an  average  value  of  $19,734  for  all 
mutual  funds.  However,  individual  funds 
showed  vast  differences,  with  the  top  fund 
growing  in  value  to  $37,587  while  the  bottom 
fund  declined  in  value  to  $8,258.  FUND- 
SCOPE  RANKS  ALL  FUNDS  IN  ORDER  OF 
PERFORMANCE. 

58  pages  of  REFERENCE  DATA  - 
VITAL  FACTS  ON  FUNDS 

INCLUDES:  Year-end  data  on  Total 
Assets,  Under  Present  Management  Since, 
P/E  Ratios,  Funds  that  sell  short.  Hedge, 
Buy  Puts  &  Calls,  Use  Leverage,  Invest  in 


Restricted  Securities,  Portfolio  Turnover 
Rates,  Group  Volatility,  Sales  Commission 
Breakdown,  Keogh  Plan,  Portfolio  Distribu- 
tion, Management  Fee,  Etc.,  for  EACH  FUND 
—  and  much  more.  PLUS . . . 

54  pages  of 
VALUABLE  GENERAL  DATA 
INCLUDES:  MUTUAL  FUND  DIRECTORY: 
Fund  NAME  CHANGES,  and  fund  names, 
addresses,  and  telephone  numbers;  address 
and  telephone  number  of  Transfer  Agent 
and  name  of  Custodian;  name,  address,  and 
telephone  number  of  INSURANCE  AFFILI- 
ATE, if  any;  DOW-JONES  INDUSTRIAL 
AVERAGE  — the  High-Low-Close  and  divi- 
dend for  each  year  back  to  1929;  TOTAL 
NET  ASSETS  — Funds  Ranked  by  Size; 
Glossary  of  mutual  fund  terms;  Each  fund's 
ten  largest  Portfolio  Positions;  and  many 
more  pages  of  information. 

A  THINKING  MAN'S 
GUIDE  TO  MUTUAL  FUNDS 

With  hundreds  of  mutual  funds  to  choose 
from,  you  can  make  an  intelligent  selection 
only  if  you  dig  behind  the  record.  For 
example:  what  changes  have  occurred  in 
management,  investment  objective  and 
investment  policy?  FundScope  gives  you 
this  vital  information,  saving  you  tedious 
hours  of  research. 

For  the  successful  investor  and  alert  pro- 
fessional: in  FundScope  you  will  find  every- 
thing you  need  to  know  about  Mutual  Funds. 

SPECIAL  1971  GUIDE  OFFER 

(New  Trial  Subscribers  Only) 
Send  just  $17  for  a  3-month  trial  subscrip- 
tion, including: 

1.  The  April  1971  484-page  MUTUAL  FUND 
GUIDE  .  .  .  The  new  Mutual  Fund  Bible. 
(THIS  GUIDE  ALONE  SELLS  FOR 
$15.00) 

2.  You'll  also  receive  FundScope's  May  and 
June  issues. 

PLUS  3  BIG  BONUSES: 

1)  FundScope's  40-page  analysis:  "ARE 
NO-LOAD  FUNDS  A  BARGAIN?"  Ata  glance 
you  can  see  how  the  5  top  No-Load  com- 
pare with  the  5  top  Load  funds  over  various 
periods.  2)  44-page  review:  "HOW  DOES 
FUNDSCOPE  RATE  YOUR  FUND?"  Of  437 
funds  only  13  were  rated  above  average  for 
Growth-lncome-Stability  combined.  3) 
16-page  survey:  "MIDDLE-OF-THE-ROAD 
FUNDS?"  Which  29  funds  performed  well  in 
UP  and  DOWN  markets? 

ACT  NOW:  MAIL  YOUR  $17.00  TODAY,  or 

if  you  prefer  the  above  offer  with  a  full 
money-saving  14-month  subscription,  send 
$50.00  (10-day  returnable  guarantee). 


NOTE: 


FundScope  does  not  sell  mutual  funds  or  have  any  connection  whatsoever  with  any 
fund  or  related  company.  No  salesman  will  call. 


FundScope 


Dept.  F-13,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Calif.  90067 


pleasing  than  for  the  March  quarter. 
This  is  a  fast-moving,  speculative 
stock.  I  think  there's  more  apprecia- 
tion in  it,  but  I  don't  think  it  should  be 
regarded  as  a  permanent  investment. 

A  good  maxim  is  to  avoid  all  low- 
priced  stocks.  You  almost  always  get 
the  most  for  your  money  when  you 
buy  a  stock  for  many  dollars  per  share, 
the  least  when  you  buy  for  a  few  dol- 
lars per  share.  There  are  exceptions.  I 
remember  saying  some  good  things 
about  Texas  Instruments  in  this  col- 
umn years  ago  when  it  was  selling  at 
around  10  or  12.  Some  of  the  best 
suggestions  I  have  ever  made  and 
followed  myself  have  been  in  stocks 
priced  at  $100,  $200,  $350  a  share.  ■ 

"Good"  Stocks  Look  High 

The  Georgia-Pacific  (56)  annual 
report  carries  some  "vital  statistics" 
which  help  one  to  grasp  the  size  of 
this  great  enterprise.  Plywood  pro- 
duction in  1970  adds  up  to  3.5  bil- 
lion square  feet.  That's  enough  ply- 
wood to  cover  all  Minnesota  once,  or 
all  Kentucky  twice,  or  all  New  Jersey 
ten  times.  The  company's  plywood 
capacity,  however,  is  stated  at  4.2 
billion  square  feet  per  year,  or  enough 
to  cover  New  York  state  twice.  This 
figure,  of  course,  does  not  allow  for 
such  important  things  as  paper,  chem- 
icals, lumber,  particle  board  and  gyp- 
sum board  capacity.  The  company's 
timberlands  aggregate  4.5  million 
acres  and  would  not  quite  cover  all  of 
Massachusetts.  Attention  should  be 
called  to  the  fact  that  while  earnings 
last  year  were  $79.2  million,  "cash 
generated  from  operations,"  or  cash 
flow,  was  $269.7  million. 

The  other  day  I  heard  a  new  def- 
inition for  a  "growth  company."  It  is  a 
company  that  is  growing  so  fast  that  it 
can't  afford  to  pay  stockholders  divi- 
dends. Like  all  growth  company  def- 
initions, this  one  is  less  than  com- 
plete, but  it  makes  much  sense.  A 
company,  like  a  person,  cannot  grow  if 
it  does  not  save  something;  and  a 
company  cannot  grow  (except  possi- 
bly at  the  expense  of  increasing  debt 
or  diluting  capitalization)  if  it  does 
not  plough  back  earnings  into  prop- 
erty instead  of  paying  them  out.  Geor- 
gia-Pacific has  been  one  of  the  com- 
panies which  has  been  stingy  about 
cash  dividends.  It  has  tried  to  make 
up  for  this  by  paying  frequent  small 
stock  dividends. 

Like  so  many  other  "good"  stocks, 
Georgia-Pacific  usually  looks  high.  So 
do  good  diamonds,  good  houses,  good 
meals  and  good  clothing.  The  fact  re- 
mains that  some  of  the  best  capital  ap- 
preciation has  been  in  stocks  that 
looked  high.  Remember  IBM,  Xerox, 
Coca-Cola,  Warner-Lambert,  Diebold 
Inc.,  Honeywell  and  a  host  of  others. 


76 


FORBES,   APRIL    15,    1971 


We  invite  you  to  share  in  celebrating  United's 
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Plus  —  a  4-issue  Guest  Subscription  to  United  Reports 


98  MUTUAL  FUNDS 


INCLUDI 

Affiliated  Fd 
Amer  Invest 
Axe-Houghton 
Bullock  Fd 
Channings  Fds 
Colonial  Fds 
Chemical  Fd 
Drexel  Fd 
Dreyfus  Fd 


NG  21    'GO- 

Energy  Fd 
Enterprise  Fd 
Fidelity  Fds 
Group  Secur 
Ivest  Fd 
Johnston  Fd 
Keystone  Fds 
Manhattan  Fd 
Nat'i  Secur 


GO" FUNDS 
Op'heimer  Fd 
Penn  Sq  Fd 
T.  Rowe  Price  Fds 
Putnam  Fds 
Sc'der,  Stev'ns 
Technology  Fd 
United  Fds 
Value  Line  Fds 
Wellington  Fds 


COMPUTER  STOCKS 


Burroughs 

IBM 

Control  Data 

Nat'l  Cash  Reg 

Digital  Equipt 

RCA 

Honeywell 

Sperry  Rand 

RETIREMENT  NOW 

If  you're  thinking  about  easing  off,  or 
you've  already  started  to,  you  might  be 
particularly  interested  in  this  Report. 
United  has  picked  an  8  issue  portfolio 
designed  to  yield  a  $300  per  month 
income  now.  We  think  these  issues  give 
you  an  opportunity  for  higher  income 
and  gain,  too,  with  reasonable  safety. 


25  ACTIVE 


WELL-KNOWN  STOCKS 

Amer  Tel  &  Tel  Gen  Motors 

Atlantic  Richfield  Gen  Tel  &  Elec 

Chrysler  Gulf  Oil 

City  Investing  ITT 

Comp  Sciences  Litton  Ind 
Eastman  Kodak 
Equity  Funding 
Fed  Nat'l  Mort 


iviemorex 
Natomas 
Occid'l  Petrol 
Penn  Central 


Phillips  Petrol 
Polaroid 
Sperry  Rand 
Std  Oil  of  NJ 
Telex 
Texaco 
Univ  Comput 
Xerox 


CONGLOMERATES 


AlcoStd 
Amtel 
A-T-0 

Avco  Corp 
City  Inv 
Colt  Ind 


Cnsldtd  Foods 
Gulf  &  Western 
Indian  Head 
ITT 

Kidde(Walter) 
Lear  Siegler 


Litton  Industries 

Ogden  Corp 

Studebaker-Worth 

Teledyne 

Textron 

U.  S.  Industries 


RETIREMENT  LATER 

United  has  selected  an  8  issue  portfolio 
we  believe  has  a  better  than  average 
growth  potential.  Realizing  there  is 
some  risk  in  every  investment,  United's 
analysts  have  used  their  half-century  of 
experience  to  blend  the  conservative 
with  the  speculative  for  long-term 
growth  in  a  Retirement  Portfolio. 


4-issue  subscription  to  United  Reports  alone  is  $7—  this  entire  package  only  fcKI 
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210   NEWBURY  STREET,    BOSTON,   MASSACHUSETTS  02116 


IN  TODAY'S  MARKET, 
YOU  MAY  NEED  US 
EVEN  MORE 

•  In  times  like  these,  it's  particular- 
ly difficult  for  the  nonprofessional  to 
make  effective  investment  decisions. 

Perhaps  you  ought  to  abandon  the 
"do-it-yourself"  approach  in  favor  of 
full  time  professional  investment  man- 
agement for  your  account. 

Our  program  was  developed  by  Wal- 
lace Forbes,  former  President  of  the 
Forbes  Investors  Advisory  Institute.  It 
offers  the  person  with  from  $10,000- 
$150,000  to  invest  the  advantages 
which  have  traditionally  been  available 
only  to  institutional  investors  and  the 
extremely  wealthy. 
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Please  send  me  a  copy  of  your  brochure. 
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Wallace  Forbes  &  Partners,  Inc. 

Investment  Management 
Dtpt.  U8,  2  West  45  St.,  New  York,  N.Y.  10036 


HOW  MANY 

MILLIONAIRES 

ARE  THERE  IN  THE 
UNITED  STATES? 

.  .  .  and  how  many  NEW  mil- 
lionaires join  the  ranks  every 
year?  How  did  they  acquire 
their  wealth?  The  number  and 
the  reasons  may  astonish  you!  This  amazing  story 
is  revealed  in  a  valuable  new  booklet, 
"NEW  ROADS  TO  WEALTH  AND  OPPORTUNITY." 
Even  more  exciting  are  the  factual  details  about 
a  specific  business  opportunity  that  is  nothing 
short  of  a  gold  mine.  Why?  Because,  as  an  aaso* 
ciate  of  the  organization  providing  the  oppor- 
tunity, you  help  others  to  succeed. 
For  your  free  copy  of  **New  Road*  to  Wealth  and 
Opportunity,**   poone.  wire,  or  write  imznediate- 

'^  ^        F.O.R.K.  INTERNATIONAL 

P.O.  Box  22458     Denver,  Colo.  80?22 


TECHNICIAN'S  PERSPECTIVE 

ByJohnW.SchuIz 


The  Long  View  And  The  Short 


As  READERS  of  this  column  know,  I 
have  for  many  months  held  the  view, 
now  so  widely  shared,  that  we  have 
a  bull  market  on  our  hands.  I'm  at 
this  time  not  in  the  least  tempted 
to  play  the  contrary-opinion  game  and 
to  start  fretting  about  the  next  bear 
market,  because  bull  markets  are  noto- 
riously stubborn.  Also  it  is  difficult  to 
see  why  this  one,  specifically,  should 
not  last  well  into  next  year— unless, 
that  is,  this  bull  market  keeps  insist- 
ing on  anticipating  much  too  much, 
much  too  soon. 

From  this  point  of  view  I  thought 
the  slowdown  in  the  advance  that  had 
become  apparent  by  the  end  of  March 
was  eminently  desirable.  During  the 
bull  market's  first  seven  months 
(through  Dec.  31,  1970),  the  Dow 
rose  at  a  nearly  5%  average  monthly 
rate;  during  the  next  three  the  pace 
cooled  to  a  little  over  2.5%  a  month. 
But  even  this  slower  rate  may  have 
been  unduly  high,  despite  the  fact 
that  business  could  be  reasonably 
expected  to  keep  improving  over  at 
least  the  next  four  to  six  quarters.  If 
the  industrial  average  continued  climb- 
ing at  a  2.5%  average  monthly  rate  for 
the  rest  of  this  year,  it  would  stand 
just  under  1100  by  the  end  of  this 
year.  While  no  one  can  at  this  mo- 
ment say  for  sure  that  the  Dow  won't 
be  nudging  1100  by  yearend,  and 
while  I  can  find  technical  and  funda- 
mental reasons  why  the  bull  market 
should  reach  into  the  1000-1100  zone 
before  it's  over,  I  can't  see  1971  as  the 
proper  year  for  it. 

What  would  it  take  to  justify  Dow 
1100  before  this  year  is  out?  For  an 
answer,  you  have  to  make  some 
assumptions  about  likely  1971  earn- 
ings and  about  an  appropriate  price/ 
earnings  ratio.  The  problem  here  is 
that  opinions  about  earnings  mul- 
tiples can  span  a  wide  range.  So  does 
the  historical  record.  Thus,  at  the 
1966  and  1968  bull-market  highs, 
the  Dow's  P/E  ratio  was,  roughly, 
16J^:1.  At  the  1959  and  1961  peaks 
it  was  around  20:1.  In  1957  it  was 
about  15:1,  and  in  1953  about  10:1. 
Nowadays,  I  think,  few  rational 
people  would  be  willing  to  assume 
that  the  Dow's  earnings  multiple 
after    a    wide    bull-market    advance 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  ot  Abraham  &  Co. 
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will  be  either  20  or  10.  Something 
near  the  1966  and  1968  multiples 
around  16  should  be  a  more  accept- 
able expectancy.  If  so,  it  would  take 
the  prospect  of  earnings  close  to  $70 
"per  share"  to  push  the  Dow  to  1100. 

A  Sluggish  Third  Quarter 

But  the  pace  at  which  the  economy 
seems  to  have  been  recovering  during  . 
the  first  quarter  suggests  there  can 
be  a  good  deal  of  doubt  that  the 
Dow's  annual  earnings  rate  will  be 
up  to  $65-$70  much  before,  say,  late 

1972.  Though  business  should  pick 
up  in  the  second  quarter,  the  third 
may  well  be  sluggish  again.  What- 
ever the  trend,  there  has  been  a  re- 
peated down-scaling  of  1971  earn- 
ings expectations.  At  the  turn  of  the 
year,  many  economists  forecast  a 
15%-20%  year-to-year  gain  in  corporate 
profits.  But  as  the  first  quarter  un- 
folded, these  projections  were  cut 
back— first,  to  around  12%  and,  more 
recently,  to  8%-10%.  For  the  Dow  this 
may  mean  that  earher  earnings  fore- 
casts of  $58-$60  for  1971,  up  from 
about  $51  for  1971,  will  have  to  be 
revised  downward  to  perhaps  no  more 
than  $56  "per  share."  In  any  case,  it's 
possible  that  a  substantial  fraction 
of  the  1970-71  improvement  would 
be  contributed  by  GM,  Chrysler  and 
U.S.  Steel,  whose  shares  do  not  nor- 
mally command  above-average  P/E 
ratios.  Allowing  for  these  considera- 
tions, it  seems  difficult  to  see  how  the 
Dow  could  get  close  to  1100  on  this 
year's  likely  earnings,  which  would 
have  to  hit  a  multiple  of  nearly  20. 

But  what  about  next  year's  earn- 
ings outlook?  Almost  everyone  seems 
convinced  that  1972  corporate  profits 
will  be  up  substantially,  year-to-year. 
However,  even  if  I'm  willing  to  stip- 
ulate a  most  generous  20%  improve- 
ment—to, say,  $67  for  the  Dow— and 
capitalize  it  at  a  bull-market-peak 
multiple  of  16,  I  still  can't  see  the 
average  much  above  1050  before  the 
likelihood  of  such  earnings  becomes 
reasonably  verifiable,  which  might  not 
be  much  earlier  than  mid-1972. 

Besides,    I'm    not    thoroughly   con- 
vinced that  one  should  count  on  yet    jj 
another    big    earnings    increment  for; 

1973,  nor  on  a  necessarily  favorable 
investment  climate  in  that  year,  be 
cause  a  newly  elected  (or  re-elected) 
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Administration  may  feel  little  or  no 
compulsion  to  make  investors  happ> . 
And  that,  in  turn,  could  mean  the 
market  might  place  a  quite  conserva- 
tive valuation  on  1972  earnings.  So, 
the  more  I  think  about  it,  the  more 
I  find  myself  leaning  to  the  conclusion 
that  the  Dow  really  has  no  business 
pushing  into  the  1000-1100  zone  this 
year  and  that,  if  it  did,  it  would  be  far 
out  on  a  limb. 

Obviously,  to  avoid  reaching  this 
zone  before  1972,  the  Dow  would 
have  to  advance  at  a  slower  average 
rate  than  it  did  during  the  first  quarter. 
Broadly  speaking,  the  slowdown  could 
come  about  in  one  of  three  ways,  or 
perhaps  in  some  combination  of  them: 

1)  a  very  slow  and  very  prolonged 
upward  creep— e.g.,  a  1?  average 
monthly  gain  would  place  the  Dow  in 
the  980s   by   the  end  of  December; 

2)  a  few  months  of  no  net  progress 
at  all— say,  a  \-irtually  flat  consolida- 
tion phase  within  a  4%-5%  price  range 
—followed  by  a  re-accelerating  ad- 
vance into  the  upper  900s;  3)  a  reac- 
tion of  intermediate-trend  proportions 
(not  less  than  7%-10?  DJI)  from  the 
lower  900s,  followed  by  a  sharp,  per- 
haps stampede-type  run  toward  1000. 

Building  Up  for  a  Downtrend? 
Of  these  three  possibilities,  I  think 
the  slow,  prolonged  upward  creep 
would  be  the  least  likely.  It  would 
be  tantamount  to  a  ceiling,  and  some- 
thing so  dviiamic  as  the  stock  market 
does  not  take  kindly  to  ceilings.  To 
put  it  differently,  continuing  failure 
to  make  decisive  upward  progress 
should  tend  to  reduce  demand  and 
increase  supply  and  so  to  magnify  the 
market's  vulnerability  to  reactions. 
Many,  perhaps  most,  observers  toda\ 
believe  that  such  reactions  will  not 
exceed  5%  DJI  until  the  bull  market 
is  much  older— that,  accordingly,  the 
Dow  will  not  violate  the  "support" 
uncovered  in  the  860-870  range  by 
February's  minor  setback.  If  this  view 
is  correct,  a  "flat"  trading-range  con- 
solidation—the second  possible  way  of 
slowing  the  bull  market  to  a  more 
tenable  rate  of  gain— may  have  begim 
unfolding  last  month. 

I  would  not,  however,   ignore  the 
contingency    that    this    consolidation 
"  might  degenerate   into  an   intermedi- 
ate-trend  reaction— the   third   alterna- 
I  tiv  e.  Two  or  more  such  reactions  can 
be  observed  in  past  bull  markets,  and 
they  can  be  thought  of  as  separating 
the  several  major-uptrend  phases  that 
■  make   up   a   full-blown    bull    market. 
iThe  advance  since  May  1970  has,  I 
think,   been   great  enough   to  qualify 
las  a  pretty  fully  developed  first  major- 
I uptrend  phase,  in  which  case  the  time 
I  has  been  ripening  for  this  bull  mar- 
Iket's  first  intermediate  dowTi trend.  ■ 
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investment 

management 
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If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  SI 00  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.  045. 
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The 

Wyckoff 

Method 

of  Trading 

in  Stocics 

A  program  of  instruction  in  Stock 
Market  Science  and  Technique 

This  program  of  instruction  has  been 
prepared  for  those  who  desire  to  make 
profits  from  the  principal  swings  in 
stocks  listed  on  the  New  York  Stock 
Exchange. 

Its  purpose  is  to  teach  Stock  Market 
Science  and  Technique;  to  help  you 
become  a  scientific  and  successful 
trader  in  stocks. 

It  shows  you  how  to  develop  your 
own  independent  judgment  so  that 
you  need  never  ask  anyone's  opin- 
ion, or  listen  to  anyone's  tips,  or  take 
anyone's  advice,  because  you  will 
know  just  what  to  do  and  when  to 
doit. 

This  method  is  based  on  the  funda- 
mental law  of  supply  and  demand. 
It  has  been  tested  in  all  kinds  of  stock 
markets  for  nearly  half  a  century. 

It  teaches  you  how  to  judge  the 
stock  market  by  its  own  action;  how 
to  do  your  own  forecasting  of  the 
market  as  a  whole,  and  of  individual 
stocks. 

You  need  never  study  the  financial 
or  the  business  situation. 

You  need  not  understand  railroad 
or  industrial  statistics,  the  money 
market,  the  crop  situation,  bank  state- 
ments or  foreign  trade. 

You  can  absolutely  ignore  all  tips, 
rumors,  reports  and  "inside  informa- 
tion." 

This  program  offers  you  a  well- 
planned,  definite,  comprehensive  and 
time-tried  method  of  trading. 

The  estimated  profit  on  each  trade 
is  always  several  times  the  amount 
of  the  risk.  The  risk  is  invariably  lim- 
ited to  a  few  points. 

This  method  shows  not  only  how 
to  judge  whether  the  market  and  cer- 
tain stocks  should  go  up  or  down; 
but,  in  many  cases,  how  far— that  is, 
how  many  points! 

When  mastered,  you  can  devote  as 
much  or  as  little  of  your  spare  time 
to  operating  it,  without  interfering 
with  your  regular  business  or  pro- 
fession. 

Learn  the  Science  and  Technique 
of  trading  in  stocks  before  you  risk 
another  dollar  of  your  capital ! 

Accredited  Member:  National  Home  Study 
Council.  Approved  under  the  new  G.I.  Bill 
for  in-service  personnel  and  veterans. 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Resting 


The  stock  market  has  not  made  much 
additional  headway  for  the  past  sev- 
eral weeks.  This,  I  believe,  is  neither 
surprising  nor  need  it  be  reason  for 
concern.  After  all,  the  DJI  did  have  a 
huge  advance  of  some  160  points 
since  the  middle  of  last  November,  and 
during  all  this  time  it  got  very  little 
nourishment  in  the  way  of  good  news. 
The  market  is  entitled  to  a  rest,  or  a 
period  of  consolidation  as  the  techni- 
cians say,  during  which  stocks  that 
have  moved-  a  bit  too  far  too  fast  will 
settle  back  while  the  laggards  catch 
up  with  the  parade.  This  explains 
why  in  a  recent  week  some  320  New 
York  Stock  Exchange  stocks  reached 
new  1971  highs  while  the  averages 
remained  virtually  unchanged. 

These  consolidation  periods  can  last 
quite  a  while.  If  this  is  a  bull  market, 
as  I  believe  it  is,  the  eventual  break- 
out will  be  on  the  upside.  Mean- 
while, impatient  investors  are  apt  to 
feel  a  little  uneasy.  Stock  buyers  like 
to  see  their  new  purchases  move  up, 
if  not  tomorrow  then  at  least  next 
week;  but  the  present  may  not  be  the 
time  for  instant  profits. 

Conglomeration  became  a  dirty 
word  in  the  1969-70  stock  market  up- 
heaval, largely  because  of  gross  abuses 
which  had  to  cause  trouble.  Growth 
through  acquisition  need  not  lead  to 
disaster  if  it  is  properly  planned  and 
intelligently  financed,  and  most  of  all, 
if  top  management  does  not  lose  con- 
trol of  often  numerous  and  greatly  dis- 
parate operating  divisions.  Internation- 
al Tel.  &  Tel.  is  a  prime  example  that 
conglomeration,  or  planned  diversifica- 
tion to  use  a  kinder  term,  can  work. 
But  how  many  companies  have  a  man- 
agement team  headed  by  a  ringmaster 
as  able  and  as  tough  as  Mr.  Geneen? 

The  inherent  appeal  of  these 
growth-through-acquisition-type  com- 
panies was  and  probably  will  again  be 
the  magnification  of  common  share 
earnings  that  results  from  leveraging 
the  capital  structure.  So  long  as  debt 
is  well  funded  and  not  unduly  expen- 
sive, the  eflect  can  be  highly  bene- 
ficial for  the  equity  holder. 

Indian  Head  (28),  which  had 
grown  by  leaps  and  bounds  during 
the  late  Sixties,  survived  the  recession 
Willi   only   a   minor   dip   in    earnings. 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 
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Textiles  are  still  important  for  Indian 
Head,  and  a  recently  acquired  maker 
of  textured  yarns,   double  knits   and 
woven  fabrics  should  add  to  the  prof- 
itability of  this  division.  Other  major 
activities    comprise    glass    containers 
and  a  variety  of  metal  and  automotive 
products.   Profits  for  the   current  fis- 
cal  year,    despite   a   slow   beginning,  I 
may  come  close  to  the  1969  peak  of 
$2.86  a  share    ($2.25  fully  diluted). 
The  company  is  well  and  aggressively  ■ 
managed,  and  its  stock,  though  spec- 
ulative, would  seem  to  have  an  above-  \ 
average  appreciation  potential.  Indian  J 
Head  is  still  selling  some  40%  under 
its  old  high. 

A  Big  But 

Could  there  be  anything  better  than 
a  company  that  is  free  of  debt  and  t 
free  of  preferred  stock,  and  whose  lat- 
est balance  sheet  shows  cash  items  in 
excess  of  all  liabilities?  Not  only  that, 
but  the  common  stock,  listed  on  the 
NYSE,  sells  at  only  6.5  times  earn- 
ings! Where  is  the  flaw?  National  Pres- 
to Industries  earned  $6.15  a  share  last 
year  and  the  stock  sells  just  under 
40.  Net  current  assets  are  $32.38  a 
share.  But,  and  this  is  a  big  but,  some 
60%  of  sales  and  an  undisclosed,  but 
probably  much  smaller,  percentage  of 
profits  comes  from  the  manufacture  of 
105  mm.  shells  and  8-inch  projectiles. 
Some  day,  hopefully,  the  ordnance 
business  can  be  phased  out.  What  will 
be  left? 

The  company  makes  a  great  variety 
of  household  appliances  from  pressure 
cookers,  coffee  makers,  frypans  and 
toasters  to  steam  irons,  hair  dryers 
and  toothbrushes.  Another  division 
makes  precision-machined  parts  for 
the  computer  and  electrospace  indus- 
tries. Another  subsidiary  is  about  to 
introduce  a  line  of  home  security  de- 
vices which  will  be  marketed  by  door- 
to-door  salesmen  who  will  be  spe- 
cially trained  to  provide  "security 
counseling."  This  could  turn  out  to  be 
a  highly  promising  field. 

I  don't  know  what  the  ordnance 
business  will  be  like  in  1972  or  even 
this  year,  although  the  order  backlog 
now  is  higher  than  it  was  a  year  ago. 
The  only  thing  that  matters  is  Nation- 
al Presto's  earning  power  "ex"  ord- 
nance. My  guess  is  around  $3  a  share. 
I  find  NPK  rather  appeahng.   ■ 
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Eckerd.  Jack 9-10-66 
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Handieman  Co 4-6-66 
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Marion  Laboratories     .  .8-2-66 
Masco  Corporation.  .  .  .1-22-65 

Memorex 8-24-65 

National  Chemsearch  .  .12-8-66 

2)Penney.  J.  C 12-24-66 

»)RCA 10-31-66 

J)Revco  Drug  Stores    .  .  .11-9-66 

Rockower  Bros 9-19-68 

Texas  Oil  &  Gas 6-10-65 

Unishops 1-22-65 

University  Computing .  .11-28-66 
VCA  Corporation   .  .  .  .1-22-65 
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AMERICAN  STOCK  EXCHANGE 

)Ames  Dept  Stores.  .  .  .  11-4-60  4 

Bankers  Utilities  Corp.  .11-11-70  16 

Carolina  Pipeline 3-5-65  6  5/8 

)Circle  K  Corp 8-19-66  8 

Condec  Corp 3-5-65  6 

Earl  Scheit) 7-15-70  13   1/2 

Edmos  Corp 8-12-70  8  3/8 

Esquire  Radio  &  Elec  .  .8-14-69  24   1/8 

Greenman  Bros 9-19-68  10   7/8 

Harland,  John  H 10-29-70  20  5/8 

jHeck'S 8-4-67  7   5/8 

House  of  Fabrics 3-16-68  6   1/2 

Jamesway  Corp 3-20-69  10  3/4 

Jeannette  Glass 8-28-69  20   1/4 

Johnson  Products   .  .  .  .12-23-69  31    1/2 

Kaneb  Pipe  Line 11-24-70  20  5/8 

Multi-Amp  Corp 7-11-67  7   7/8 

New  Process  Co 7-29-70  23   7/8 

Pickwick  International  .7-2-65  4 

SGL  Industries 4-15-70  18 

Sky  City  Stores 10-29-69  7   3/4 

Solitron  Devices 1-22-65  3  3/4 

Standard  Motor  Prod  .  .11-11-70  24  5/8 

Superscope     12-2-66  7    1/8 

OVER  THE  COUNTER  (Bid  Prices  Only) 

Aaronson  Bros.  Stores  .61  1-69  13   1/2 

Aceto  Chemical 6-10-70  6   1/2 

American  Financial   .  .  .1-27-71  23  5/8 

Barnes-Hind  Pharm    .  .  .10-31-66  21 

Best  Products 2-11-71  15 

Beverage  Canners 12-3-69  4  7/8 

Brenco 1-22-65  8  5/8 

Central  Banking  Sys .  .  .2-24-71  22   1/2 

Champion  Pts.  Rebld.  .  .1-27-71  10   1/4 

Clevepak 6-26-69  26  3/4 

Dart  Drug 6-25-70  14  7/8 

Discount  Fabrics 5-14-70  6   3/4 

Dollar  General 8-6-69  16  3/4 

Dougherty  Bros     2-13-68  5  7/8 

Fabri-Centersof  Amer.  .11-26-69  22   3/4 

Family  Dollar  Stores    .  .2-11-70  12   1/4 

)Fifth  Ave.  Cards 11-20-68  6   1/4 

Genovese  Drug 7-10-69  9   1/2 

Gidn. West  Mob. Homes    9-10-69  15 

Hach  Chemical 8-6-69  10  3/4 

Htckory  Furniture  .  .  .  .2-25-70  9   1/2 

Hollymatic 9-24-69  15   3/4 

Kenwin  Shops 5-10-67  3  3/4 

Kiddie  Products 4-29-70  7 

Lawson  Products 10-15-70  10 

ijLongs  Drug  Stores     .  .  .10-21-66  14   1/4 

MacDermid 12-21-66  8  3/8 

Maxon  Industries 12-30-69  7   3/4 

i)Minnesota  Fabrics  .  .  .  .11-24-70  28 

Motherhood  Maternity  .8-12-70  7   1/4 

Pioneer  Metals 1-28-70  7   3/4 

OPonderosa  System  .  .  .  .12-10-69  24 

Powers  Regulator    .  .  .  .12-30-70  47 

Presley  Development   .  .3-11-70  18 

Programming  Methods    .6-18-69  16   1/2 

Ragen  Precision  Ind  .  .  .10-20-66  1   7/8 

Republic  Powdered  M.    1-13-71  7   1/2 

RLI  Corporation 5-27-70  9 

Riekes.  S..  &  Sons  .  .  .  .3-10-71  10  7/8 

San/Bar  Electronics  .  .  .6-11-70  5   1/2 

Seven-Up 4-30-70  34   1/2 

Skaggs  Pay  Less  Drug      .2-11-70  21    1/2 

»)Standun 12-23-69  14 

United  Inns 3-20-67  2  3/8 

Volume  Shoe 4-9-69  17   1/4 

Wadsworth  Publish.  .  .  .6-25-70  15 

Wagner  Mining  Equip  .  .5-27-70  8   3/8 

Walls  Industries 7-15-70  8  7/8 

)Winn's  Stores 7-29-70  17  3/4 

Wright,  Wm.  E 12-3-69  18  3/4 
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AND  A  TALE  OF 
SEVEN  DWARFS'' 


IF  YOU  are  seriously  in- 
terested in  building  your  capi- 
tal. GROWTH  STOCK  OUT- 
LOOK may  be  a  useful  invest- 
ment ti)i)l.  Our  service  is  de- 
signed for  brokers  and  insti- 
tutions also  those  sophisti- 
cated private  investors  who 
recognize  the  risks  and  pos- 
sible rewards  of  investing  in 
viiiorousiy  growing  companies 
with  expanding  earnings. 

Our  concise,  fast-reading  re- 
ports pinpoint  certain  exciting 
but  little-knowi)  issues  on  the 
New  York  Stock  Lxchange, 
the  American  Stock  Exchange, 
and  Over-the-Counter  listings. 
We  look  for  young  companies 
in  the  incubation  stage  rather 
than  trying  to  catch  high  fly- 
ers on  the  wing. 

30    Reports   a    year 

We  mail  GROWTH  STOCK 
OUTLOOK  twice  a  month. 
We  also  airmail  a  new  listing 
whenever  a  company  meets 
our  qualifications.  Subscribers 
receive   at   least   30  reports  a 

FOOTNOTES  TO  STOCK    LIST 

(DAdjusted    for    all    stock    splits 

and/or  stock  dividends. 
(2)Recomnnended   as  Thrift  Drug 

(merger). 
(3)Reconnnnended    as    Cole    Drug 

(merger). 
(4)Recommended   as  Shelby  Wil- 
liams-Coronet   Ind.    (merger). 
(5)5  for  4  split  payable  4-12-71. 
(6)3  for  2  split  payable  4-5-71. 
(7)2  for  1  split  payable  5-7-71. 
(8)3  for  2  split  payable  5-3-71. 
(9)2  for  1  split  proposed. 
(10)3  for  1  split  proposed. 
(11)2  for  1  split  payable  5-7-71. 
(12)5  for  4  split  payable  4-9-71. 
(13)2  for  1  split  proposed. 


year.  We  keep  tabs  on  each 
of  our  issues  and  delist  those 
that  fail  to  maintain  our  stand- 
ards. We  never  leave  our  sub- 
scribers in  the  dark. 

GROWTH  STOCK  OUT- 
LOOK was  officially  launched 
January  22,  1965,  when  the 
DJIA  was  then  near  its  all  time 
high.  That's  a  pretty  honest 
tiiTie  to  start  an  investment 
advisory  service.  We  comply 
with  SEC  regulations  requir- 
ing that  we  list  all  new  growth 
stock  recommendations  for  at 
least  the  previous  12  months. 

Only   $35   a    year 

Our  service  presently  covers 
93  companies.  They  are  listed 
for  information  only. We  make 
no  guarantees,  no  veiled 
promises  of  instant  perform- 
ance. IT  SHOULD  NOT  BE 
ASSUMED  THAT  FUTURE 
RECOMMENDATIONSWILL 
BE  PROFITABLE  OR  WILL 
EOUAL  THE  PERFORM- 
ANCE OF  PRESENT  OR 
PAST  LiSTlNCiS. 

Subscription  is  only  S35 
per  year  (tax  deductible),  or 
S 1 5  for  three  months.  Just  fill 
in  the  coupon  below,  mail  it, 
and  your  service  will  begin 
immediately.  As  a  bonus  for 
full  year  subscribers,  we  in- 
clude fifteen  back  reports. 

*  Oh,    about   those 

dwarfs  .  .  . 

A  look  at  our  current  list 
proves  we're  not  perfect. 
Seven  of  our  stocks  are  now 
growing  backwards. 


GROWTH   STOCK  OUTLOOK.   INC.  r 

P.  O.  BOX  9911 
CHEVY  CHASE,  MARYLAND  20015 
Done  Year  $35      D  Three  Months  $15         D  Foreign  $65  U.S. 

Remittance  Must  Accompany  All  Subscription  Requests 

NAME 


ADDRESS. 
City 


State 


Zip. 


This  subscription  may  not  be  assigned  without  subscriber's  consent 


WALL  STREET  VIEW 

By  Robert  Stovall 


NASDAQ  We  Love  You 


As  acronyms  go,  NASDAQ  is  not  es- 
pecially creative,  much  less  cute  or 
even  memorable.  But  what  it  symbol- 
izes—the National  Association  of  Securi- 
ties Dealers  Automated  Quotation  Sys- 
tem—has, in  the  two  months  of  its  ex- 
istence, etched  itself  in  the  minds  and 
hearts  of  those  who  do  business  in 
the  over-the-counter  market.  In  an  in- 
dustry characterized  by  retarded  evo- 
lutionary changes,  NASDAQ  is  a  rev- 
olutionary improvement! 

Over-the-counter  markets  predated 
both  the  national  and  regional  ex- 
changes. Even  today,  it  shelters  in- 
ternationally powerful  companies,  in- 
cluding the  shares  of  most  bank  and 
insurance  stocks,  along  with  myriads 
of  local  issues  traded  in  this  manner. 
The  O-T-C  outnumbers  the  some 
1250  stocks  listed  on  the  American 
Stock  Exchange  and  the  1800  listed 
on  the  New  York  Stock  Exchange  by  a 
factor  of  more  than  20.  When  a  com- 
pany goes  public,  the  initial  habitat 
for  its  shares  is  the  O-T-C  market.  The 
time  spent  there  can  be  used  for  in- 
cubation. With  growth  and  maturity, 
many  managements  prefer  the  pres- 
tigious exposure  a  listing  can  give. 
Many  large  companies,  such  as  An- 
heuser  Busch  and  Tampax,  prefer  the 
impartial  support  of  the  thousands  of 
O-T-C  dealers  to  the  specialist  sys- 
tem employed  by  the  exchanges. 
NASDAQ  promises  to  create  more 
converts  to  this  line  of  reasoning. 

Put  oil  by  its  seeming  disarray, 
many  investors  have  avoided  using 
this  heterogeneous  marketplace  for 
their  own  purposes.  Wide  spreads  be- 
tween bid  and  ask  prices,  incomplete- 
ness and  a  frequent  lack  of  reliability 
had,  until  February,  characterized 
many  newspaper  tables.  In  the  past 
few  weeks,  improved  customer  ser- 
vices and  invigorated  interest  in  the 
over-the-counter  market  have  de- 
veloped with  the  introduction  of 
NASDAQ.  The  computerized  commu- 
nications system  permits  professional 
traders  to  see,  at  the  touch  of  a  but- 
ton, a  visual  display  of  market-makers 
and  their  respective  (juotations  on  any 
of  2,500  individual  issues.  Market- 
makers  may  enter  and  change  their 
bids  and  offers  simply  by  utilizing 
their  respective  dala-cntry   terminals. 


A  guest  columnist.   Mr.   Stovall  is  a  partner  in  the 
NYSE  firm  of  Reynolds  &  Co. 


As  a  result,  a  trader  executing  a  cli- 
ent's order  can  call  tlie  firm  making 
the  best  bid  or  offering,  and  be  as- 
sured of  completing  his  transaction 
at  the  most  attractive  price  then  avail- 
able. A  few  phony  quotations  appear 
from  time  to  time,  but,  upon  inspec- 
tion, those  making  them  are  only  do- 
ing what  might  be  expected. 

Importantly,  the  system  frees  the 
trader  of  the  responsibility  and  time- 
consuming  job  of  calling  several  bro- 
kers for  their  quotes.  Gone  is  the  old, 
unwieldy  practice  of  checking  quotes 
by  telephone,  merely  for  information 
rather  than  for  transactions. 

L/p-fo-the-Alinute  Quotes 

Another  apparent  benefit  of  the  sys- 
tem is  the  narrowing  of  the  spreads 
between  bid  and  asked  prices.  This 
has  developed  from  the  greater  com- 
petitiveness among  dealers  and  the 
visibility  of  the  competition.  At  bro- 
kerage offices  throughout  the  U.S., 
NASDAQ  permits  account  executives 
and  investors  to  obtain  up-to-the-min- 
ute representative  quotations.  In  the 
development  stage  are  plans  to  further 
upgrade  the  system  by  including 
figures  for  trading  volume.  The  system 
is  scheduled  to  expand  to  20,000  issues 
by  the  end  of  the  year,  including  some 
listed  stocks. 

From  the  investor's  point  of  view, 
a  great  deal  of  the  mystery  of  the 
O-T-C  market  is  now  eliminated. 
Many  of  the  tools  and  services  taken 
for  granted  in  listed  securities  are  now 
available  in  dealing  O-T-C.  A  com- 
plete price  index  plus  group  aver- 
ages for  bank,  insurance  and  trans- 
portation stocks  are  also  provided  via 
NASDAQ.  All  are  updated  at  five- 
minute  intervals.  There  are  more  ser- 
vices to  come. 

All   this   would   just   be   in   the   so- 


what  category  if  lots  of  promising 
investment  opportunities  did  not  exist 
O-T-C.  But  exist  they  do.  It  is  fortui- 
tous that  NASDAQ  is  casting  light  on 
trends  and  developments  in  unlisted 
stocks  at  a  time  when  the  Dow  indus- 
trials are  resting  from  a  275-point 
surge  and  the  Amex  index  has  been 
playing  catch-up  for  a  shorter  time. 
Through  most  of  the  1970-71  stock 
market  revival,  the  O-T-C  market  has 
teen  characterized  by  relative  inac- 
•  tivity.  Now  many  O-T-C  stocks  are  pok- 
ing out  of  the  ground  along  with  the 
daffodils  and  tulips:  Spring  is  coming 
to  the  O-T-C.  There  are  some  promis- 
ing blooms. 

Naturally,  I  have  a  few  favorites, 
and  list  them  below  along  with  some 
vital  statistics.  Some  kind  words  are 
reserved  for  those  that  seem  particu- 
larly timely. 

A  major  producer  of  printed  busi- 
ness communications  supplies,  Ameri- 
can Business  Products  is  achieving 
consistent  gains  by  stressing  quality 
and  service,  and  by  catering  primarily 
to  banks,  financial  institutions  and  re- 
tailers with  time-saving  and  response- 
making  printed  communications  prod- 
ucts. Sales  have  increased  without  in- 
terruption for  over  30  years  and  at  a 
compound  rate  of  9.6%  since  1964. 
Despite  an  8.3%  increase  in  average 
outstanding  common  shares  due  to  ini- 
tial public  offering  of  stock  in  May 
1969,  per-share  earnings  in  1970  ad- 
vanced 8.7%  from  the  previous  year 
and  have  increased  at  a  13%  com- 
pounded rate  since  1964. 

Hess's,  a  full-line  department  store 
located  in  Pennsylvania,  has  achieved 
distinction  in  the  retail  industry  by 
doing  extraordinary  promotions  re- 
sulting in  exceptionally  high  sales  per 
square  foot  and  merchandise  turn- 
over. This  spring  three  new  stores 
will  be  opened,  adding  approximately 
400,000  square  feet  of  selling  space 
to  the  present  base  of  300,000  square 
feet.  Depending  on  how  rapidly  the 
new  store  openings  become  produc- 
tive, earnings  next  year  could  reach 
$2  per  share  as  profit  margins  begin 
returning  to  normal  levels. 

Ovcrmycr,  the  leading  independent 
supplier  of  moulds  and  related  equip- 
ment used  in  the  production  of  glass 


Earnings 

Per  Share 

P/E  Ratio 

NASDAQ 

Com.  Shares 

Company  (price) 

1971E 

1970 

1971 

Symbol 

(GOO) 

Am.  Business  Products  (21) 

$1.40 

$1.25 

15.0 

ABUS 

948 

General  Crude  Oil  Co.  (47) 

1.85 

1.60 

25.5 

GCRD 

4,460 

Retail  Credit  Corp.  (50) 

3.35 

2.98 

14.8 

RETL 

3,182 

Hess's  Inc.  t(18) 

1.60 

1.48 

11.3 

HESS 

1,360 

UniCapital  Corp.  t(40) 

2.10 

1.75E 

19.0 

UCAP 

2.180 

Keystone  International  (25) 

255.. 

2.26-' 

9.8 

KINT 

557 

Overmyer  Corp.  (11) 

1.15 

1.03 

9.6 

OMEY 

794 

U.S.  Trust  Co.  of  N.Y.  (62) 

4.45 

4.13 

14.8 

USTC 

2,100 

E-Esllmole.  Fiscol  years  ending  tJonuary  and  fFebruory  of  lollowing  yeor.  **l 

utiy  diluted 
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containers,  recently  reported  record 
high  sales  and  net  income  for  the 
third  consecutive  year.  An  increasing- 
ly convenience-minded  consumer  has 
encouraged  widespread  popularity  of 
the  nonretuniable  bottle.  Of  more  im- 
portance to  Overmyer  is  the  trend 
among  glass  container  users  to  achieve 
brand  identification  from  the  contain- 
ers they  use.  This  has  caused  distinc- 
tively lettered  and  intricately  designed 
bottles  to  grow  in  importance.  Such 
bottles  require  highly  machined  moulds 
which  have  a  shorter  life  and  must  be 
replaced  more  frequently.  Overmyer's 
advanced  engineering  techniques 
make  it  a  leader  in  the  production  of 
these  t>-pes  of  moulds. 

UniCapital  is  a  diversified  financial 
ser\ice  company  with  its  main  opera- 
tions in  retail  sales  of  home  furnish- 
ings and  supplying  gas  compression 
services  to  the  oil  and  gas  industry. 
UniCapital's  growth  has  been  rapid, 
with  revenues  in  the  five  years  through 
fiscal  1970  rising  from  S7.7  million  to 
S47.2  million,  a  510%  gain.  In  this 
five-vear  span,  net  income  increased 
320-?,  from  $821,000  to  $3.4  mil- 
lion. Much  of  this  growth  came  from 
acquisitions  as  the  company  sought  to 
get  footholds  in  the  various  areas 
where  it  felt  its  assets  could  be  most 
profitably  employed.  .Acquisitions  have 
recently  become  less  important  as  in- 
ternal  growth   has   been   emphasized. 

A  Record  of  Growth 

A  major  New  York  bank,  C7.S.  Trust 
is  heavily  involved  in  providing  in- 
vestment management  and  invest- 
ment-related services  to  personal,  in- 
stitutional and  corporate  customers. 
Investment  and  trust  management 
provide  about  one  half  of  operating 
income,  with  more  normal  banking  ac- 
tivities providing  the  other  half.  This 
bank,  which  was  founded  in  1853 
and  has  paid  dividends  every  year 
since  1854,  has  an  enviable  record 
of  steady  growth.  In  the  last  decade, 
operating  income  has  risen  202%  from 
^16.4  million  to  $49.5  million,  while 
earnings  per  share  rose  from  $1.61  to 
$4.13,  or  157%.  Earnings  per  share 
have  shown  a  gain  in  each  of  the  last 
ten  years,  while  dividends  have  been 
increased  each  year  since  1962. 

The  bank's  income  showed  espe- 
cially rapid  growth  in  the  five  years 
from  1965  through  1969,  with  a  com- 
pound rate  of  gain  of  14.7%  for  this 
period.  The  gain  in  net  income  slowed 
to  5.1%  in  1970,  reflecting  the  rising 
cost  of  money  and  reduced  investment 
management  fees  resulting  from  the 
lower  level  of  security  prices.  Both  of 
these  factors  should  be  less  influen- 
tial in  1971. 

In  sum,  O-T-C  plus  NASDAQ  spells 
opportunity.   ■ 


ANNOUNCING: 


Pacific  American  Real  Estate  Fund,  Ltd. 

$10,000,000 
LIMITED  PARTNERSHIP  INTERESTS 

(Offered  at  $500  Per  Unit.  Minimum   Purchase:  Five  Units  ($2500)) 

IT  IS  INTENDED  that  net  proceeds  will  be  invested  principally  in  a  diversi- 
fied portfolio  of  improved  real  estate  which  is  expected  to  be  income- 
producing  with  these  investment  objectives: 

•  TAX  SHELTERED   INCOME 

•  QUARTERLY  DISTRIBUTIONS, 

as  available 

•  CAPITAL  APPRECIATION 

THIS  ANNOUNCEMENT  is  neither  an  offer  to  sell  nor  solicitation  of  an  offer 
to  buy  any  of  these  securities.  The  offer  is  made  only  by  prospectus, 
which    may    be    obtained    from: 

Pacific  American 
Real  Estate  Fund,  Ltd. 

3704  State  St.*  Suite  301,  •  Santa  Barbara,  Calif.  •  (805)  687-6707 


^^^ 


PACIFIC    AMERICAN 
REAL  ESTATE  FUND,  LTD. 

3704  State  Street,   Suite  301  N 
Santa    Barbara,    Calif.    93105 


At    no   obligation,    please    send   a    prospectus   and   other 
information  on  Pacific  American  Real  Estate  Fund  to; 


Cily   &   state- 


-Zip. 


I| 


T.ROWE  PRICE 
GROWTH  STOCK 
FUMDJNC. 

t.   1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund.  Inc. 

One  Charles  Center,  Oept  A6 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


'25 


I 
I 
I 


our  low  minimums  permit  you  to 
set  up  a  voluntary  (not  contractual) 
PERIODIC  DOLLAR  PURCHASE  PLAN 
with  a  minimum  of  $25 
on  monthly  or  quarterly  basis 
after  initial  investment  of  $100. 
100%  of  your  money  invested 
in  stocks  professionally  selected 
for  growth  possibilities . . .  providing 
a  diversified  energy  based  portfolio. 

•  Self-Employed  Retirement  Plans 
Energy  Fund  is  a  qualified 
investment  under  Keogh  Act. 

•  Model  Corporate  Profit  Sharing 
Plan  Available 

■kl^V  sales  charge 
l^^r  redemption  charge 

Cedar  Street  Consultants,  Inc. 

120  Broadway,  N.Y.  10005  Dept.  FA 
(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 
NAME _^ 


ADDRESS- 


-ZIP_ 


J 


FORBES,   APRIL   15,   1971 


85 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  Risk  To  Reward  Ratio 


Shortly  after  you  read  this  issue  of 
Forbes,  you  will  be  deluged  by  first- 
quarter  earnings  reports  plus  a  variety 
of  management  observations  made  at 
annual  meeting  time.  Actually,  how- 
ever, the  "mixed  bag"  of  first-quar- 
ter earnings  specifics— and  the  man- 
agement reports  on  their  company's 
future— which  is  likely  to  be  reported 
probably  will  prove  to  be  an  anticli- 
max. Securities  ownership  is  a  busi- 
ness of  anticipation,  and  it  takes  a 
surprise  to  make  a  new  price  trend. 
It's  only  the  exception  to  the  popu- 
larly anticipated  generalization— or 
the  degree  of  difference— which  can 
be  a  stock  market  influence. 

The  fact  that  there  is  now  a  debate 
as  to  the  magnitude  of  the  recovery 
seems  to  me  of  less  importance  than 
the  direction  of  the  business  trend, 
which  I  believe  is  upward.  For  one 
thing,  the  probability  that  the  tide 
has  turned  is  indicated  by  reports  that 
incoming  orders  and  production  have 
increased  in  past  months.  For  another, 
the  recovery  is  being  stimulated  not 
just  by  fiscal  policy,  but  by  monetary 
policy  which  is  more  expansionary 
than  generally  realized. 

If  there  is  an  area  of  stock  price 
vulnerability,  it's  in  the  extent  to  which 
the  future  has  already  been  discount- 
ed. True,  the  risks  on  this  score  may 
be  less  than  indicated  by  the  40%-45% 
advance  in  the  Dow  since  last  May. 
There  is  no  precise  measuring  rod  of 
the  difference  between  a  price  level 
which  represents  a  promising  calcu- 
lated risk  and  a  price  area  which 
possesses  vulnerability  until  the  funda- 
mentals develop.  But  I  am  neverthe- 
less concerned  by  the  possibility  that 
many  of  the  stocks  which  had  to 
"catch  up"  with  the  changed  environ- 
ment may  now  have  done  so.  Bearing 
in  mind  that  stocks  compete  with  each 
other  for  the  security  buyers'  dollars, 
that  it's  always  a  good  time  to  measure 
the  risk/ reward  ratio  of  an  investment, 
I'm  therefore  inclined  to  look  for  less, 
rather  than  more,  market  volatility. 
I'd  rather  aim  for  a  base  hit  than  a 
home  run. 

El  Paso  Natural  Gas  (around  19, 
paying  $1)  has  been  a  "no  hits,  no 
runs,  no  errors"  type  of  holding  for 
months.  At  this  time,  however,  I  think 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 
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the  stock  could  be  interesting.  The  na- 
tural gas  business  will  be  better  in 
1971  than  in  1970.  A  $69-million  rate 
increase  went  into  effect  the  end  of 
March,  and  the  history  of  these  in- 
creases is  that  the  company  holds 
about  80%  of  what  it  asks.  Also,  gas 
deliveries  will  be  larger  in  1971,  par- 
ticularly later  this  year.  Furthermore, 
the  nonrecurring  write-off  of  obsolete 
Beaunit  rayon  plants  which  now  have 
been  closed  should  permit  this  opera- 
tion to  be  in  the  black  in  1971.  I  un- 
derstand it  lost  about  $8  million  before 
taxes  last  year  (roughly  30  cents  per 
share).  Apparently,  the  textile  end  of 
Beaunit  has  always  made  money,  and 
the  problems  of  the  nylon  operation 
are  steadily  lessening.  Thus,  I  can  vi- 
sualize the  company's  earnings  being 
at  a  new  record  high  in  1971  as  com- 
pared with  operating  earnings  of 
$1.51  per  share  last  year  before  the 
nonrecurring  charge  of  29  cents  per 
share  noted  earlier. 

Exploration  Prospects 

I  also  believe  Tenneco  (around  27, 
paying  $1.32)  is  an  interesting  pur- 
chase. The  company's  1971  earnings 
may  approximate  the  $2.31-per-share 
peak  profit  of  1969  on  a  much  small- 
er amount  of  outstanding  stock.  With 
natural  gas  demand  improving,  earn- 
ings from  this  division  of  the  business, 
which  accounted  for  37%  of  last  year's 
pretax  and  interest  profits,  should  in- 
crease again.  The  company's  miscel- 
laneous manufacturing  subsidiaries 
should  be  larger  contributors  to  earn- 
ings this  year  than  last.  The  Newport 
News  Shipbuilding  division  which  con- 
tributed 9%  of  last  year's  pretax  in- 
come, has  an  order  backlog  equal  to 
about  four  years  of  business  at  last 
year's  rate  of  shipments.  The  oil  pro- 
duction, refining  and  marketing  opera- 
tions, which  accounted  for  24%  of 
1970  pretax  and  interest  earnings, 
should  have  an  even  better  year  this 
year  than  last.  And  speculative  excite- 
ment can  develop  as  a  result  of  the 
company's  exploration  prospects  in  the 
North  Sea  and  Indonesia. 

While  a  prospectus  usually  makes 
dull  reading,  you'll  find  some  signifi- 
cant comments  in  the  General  Electric 
prospectus  covering  the  recently  is- 
sued lYi%  debentures.  For  example, 
the    Accountant's    Certificate    in    my 


opinion  points  up  the  conservative 
manner  in  which  the  company  keeps 
its  books— which  highlights  the  qual- 
ity of  GE's  earnings  power.  Similarly, 
the  breakdown  of  earnings  by  divi- 
sions points  up  three  considerations: 
1)  The  company  in  a  sense  is  a  bene- 
ficiary of  a  building  boom,  for  its 
consumer  division  profits  (and  every- 
one knows  that  GE  is  probably  the 
largest  major  appliance  manufacturer 
in  the  country)  were  off  $100  million 
last  year.  2)  Although  the  jet  engines 
business,  as  such,  is  generally  be- 
lieved to  be  in  the  red,  the  company's 
aerospace  division  as  a  whole  is  in  the 
black.  3)  The  losses  in  the  computer 
operation  which  penalized  1968-70 
profits  are  now  over.  In  short,  with 
profits  likely  to  reach  an  all-time  rec- 
ord for  this  year  (my  guesstimate  is 
$5.25  per  share)  I  think  General  Elec- 
tric (around  111)  is  a  big  stock  with 
a  big  multiple. 

Singer  (around  75)  is  another  of 
my  enthusiasms  in  big-name  old-line 
companies.  I  see  a  major  plus  in  the 
office  equipment  division,  and  I  be- 
lieve 1971  may  approximate  last  year's 
profit  despite  a  slow  start.  The  sewing 
industry  has  become  one  of  America's 
fastest  growing  businesses.  And  Singer 
is  getting  part  of  the  action  by  turning 
its  sewing  machine  stores  into  fabric 
stores  as  well.  The  Friden  division, 
which  was  in  the  red  last  year  and 
which  probably  will  be  in  the  red  this 
year,  is  apparently  ahead  of  the  com- 
petition in  developing  an  electronic 
printing  calculator  and  cash  register. 
Furthermore,  Singer  has  a  computer 
information  center  into  which  all  of 
this  terminal  data  can  flow  daily. 

In  a  different  vein  of  thought,  I'm 
intrigued  with  Ethyl  Corp.  (around 
28,  paying  84  cents).  The  tmcertain- 
ties  with  respect  to  the  antiknock  com- 
pound business,  which  accounts  for 
over  half  the  company's  total  earn- 
ings, are  reflected  in  the  price.  The 
company  is  in  excellent  financial  posi- 
tion, with  a  surplus  of  cash  with  which 
to  diversify,  and  this  year's  earnings 
probably  will  exceed  the  $2.85-per- 
share  fully  diluted  profit  of  1970. 
Apart  from  the  possibility  that  the 
company's  one-sixth  interest  in  the 
Tenneco  oil  exploration  play  in  the 
North  Sea  could  at  some  point  provide 
speculative  excitement,  it  is  my  im- 
pression that  the  company's  antiknock 
compound  business  (one-third  of 
which  is  outside  the  U.S.)  has  held 
up  extremely  well.  Secondly,  the  mis- 
cellaneous divisions  of  the  business 
.should  have  a  better  year  this  year 
than  last.  In  other  words,  the  signifi- 
cant point  to  me  is  that  the  fourth- 
quarter  earnings  drags  have  disap- 
peared and  there  is  a  future  for  leaded 
gasoline.  ■ 
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You  should  know  a  stock's  record 


over  these 


1959 

thru 

1970 


12  HISTORIC  YEARS 

before  you 
BUY-HOLD-SELL 


You  should  know  how  every  'Big  Board' 
stock  performed  each  of  these  12  years  — 
during  which  the  market  enjoyed 
unprecedented  highs  and  then  suffered 
its  most  costly  drop. 

And  for  1971,  get  these  very  vital  facts  in 
this  single  compact  volume. 


Nowhere  else  can  you  find  as  quickly  and 
easily,  or  at  lower  cost,  each  stock's  per 
share  Performance  Record  over  the  past 
12  key  years- essential  facts  and  figures 
you  as  an  investor  need  in  order  to  judge 
the  investment  value  of  stocks  you  own  or 
consider  buying. 


1959-1970 
Each  Year 


I*  /   Price  Rang* 

"  /     Dividends 

f      ,  /       Stock  Splits 

3  •  /         Earnings* 


*1970  earnings  as  available  up  to  press  date 

You  rant  determine  a  stock's  current  value 
unless  you  have  its  earnings  and  dividend 
records  of  previous  years;  and  you  can't  com- 
pare current  prices  with  former  prices  unless 
vou  have  a  record  of  the  hundreds  of  stock 
.splits  over  the  last  twelve  years. 


Valuable  Added  Feature 

The  Stock  Record  Book  also  contains  the  12- 
year  (1959-1970)  record  of  the  Leadixo  Muti'al 
Fr\i).-i        ,  .-iliowinff  rach  yrar'.'*: 

CAPITAL   GAINS    •    INVESTMENT    INCOME 
NET    ASSET    VALUE    •    SALES    CHARGES 


Here  are  the  farts  you  need  to  help  you  inve.st 
mure  kiio>vledpeably  .  .  .  more  intelligently 
.  .  .  mure  pro/itiihly! 


BUY  IT  for  only  $2.75  ...  or  get  it 
as  a  BONUS  with  this  $6  Offer! 

You  will  receive  the  Record  Book  plus  a  12-week  Trial  Sub- 
scription to  FINANCIAL  WORLD'S  Comprehensive  Invest- 
ment Service-  -developed  and  refined  through  FINANCIAL 
WORLD'S  more  than  68  years  of  successful  experience. 

A  $9.95  Value— Only  $6 

12  Issues  of  FINANCIAL  WORLD.  Amer- 
ica's pioneer  investment  weekly.  Fo- 
cused on  Kivin^  you  .sound  slock  values, 
providing  continuous  direction  on  hun- 
dreds of  is-sues.  Detailed  reports  on 
selected  securities  .  .  .  Company  and 
industry  surveys  .  .  .  Market  outlook 
.  .  .  OevelopinK  trends  .  .  .  Supervise<l 
groups  of  is.sues  for  every  investment 
goal  .  .  .  Mutual  Fund  Department  ... 
EvervthinK  to  help  you  profit  in  any 
kind  of  market.  (72  ropifs  ol  the  maga- 
zine alone  on  newsalanri,  $7.20) 

i  MONTHLY  updated  supplements  of  "IN- 
DEPENDENT APPRAISALS'  .)(  up  to  l,iK)() 
listed  stocks,  detailed  diKests  of  prices, 
earnings,  dividends— plus  our  own  KA  T- 
INGS  of  investment  value.  (Similar 
ituides  would  cost  up  to  $24  a  year.) 

ADVICE-BY-MAIL  as  often  as  once  a  week 
for  12  weeks— our  best  opinion  on 
whether  to  buy.  sell,  hold  any  listed 
stock  vou  inciuire  ab<jut  that  interest.s 
you  at  the  particular  time.  (Not  avail- 
able alone  at  any  price.) 


"FINANCIAL  WORLD": 

Dept.  FB-4 15,17  Battery  Place,  New  York,  N.  Y.  1 0004    | 


For  payment  enclosed  please  outer  my  order  for: 

Copies  of  your  new  1959-1970  Stock  Record  Book  at  $2.75  each. 


n   12-Wpeks'   Trial  Subscription  to  FINANCIAL  W^ORLD's  complete  in-     | 
vestment  service  including  Stock  Record  Book — all  for  $6. 


Name.. 


Address.. 
City 


State 

This  subscription  is  not  assignable. 


Zip 


Take  Your  Choice  But  Act  Nowl 

Only  one  edition  of  the  Stock  Record  is 
published  eacn  year  and  tne  supply  is  iiai- 
ited.  So  whether  you  buy  the  new  Stock 
Record  Book  or  get  it  as  a  BONUS  with  a 
12-week  trial  subscription  to  FINANCIAL 
WORLD  and  its  Added  Services,  be  sure 
to  order  at  once.  Fill  out  and  mail  the  cou- 
pon today  to  assure  delivery  without  delay. 

Absolute  money-hack  guarantee  if  not 
satisfied  within  30  days. 
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The  Funds 


Un romantic  Triangle 

Most  bankers,  Wall  Streeters  and 
real  estate  men  prefer  to  operate 
behind  closed  doors,  as  quietly  and 
discreetly  as  possible.  So  it's  not 
every  day  that  a  leading  New  York 
real  estate  man,  the  chairman  of 
a  good-sized  bank  and  a  partner 
of  a  big-name  Wall  Street  invest- 
ment banking  house  start  brawling 
in  public  and  threatening  proxy 
fights  or  takeover  attempts. 

The  story  begins  back  in  the 
mid-Fifties  when  Frank  A.  Weil, 
now  40,  and  his  family  adviser 
were  searching  for  a  place  to  in- 
vest "a  modest  amount  of  money" 
that  had  been  in  the  family  since 
the  turn  of  the  century.  It  was 
then  that  his  grandfather,  Aaron 
Norman,  was  smart  enough  to  buy 
half  the  stock  of  a  tiny  Chicago- 
based  company  named  Sears,  Roe- 
buck &  Co.  for  $75,000.  (Unfor- 
tunately, he  wasn't  smart  enough 
to  hold  onto  it;  he  sold  his  50% 
in  1902  for  several  million  dollars.) 

The  choice  was  Abacus  Fund,  a 
closed-end  investment  fund.  Aba- 
cus was  a  tax  shelter.  At  one  time 
a  public  utility  holding  company 
called  International  Hydro-Elec- 
tric System,  Abacus  was  able  to  re- 
port losses  for  tax  purposes.  But 
it  paid  out  a  stream  of  dividends 
that  were  not  taxable  because 
they  were  considered  distributions 
of  capital,  not  profits. 

By  the  mid-Sixties  Abacus  had 
eaten  up  its  tax  advantage.  So 
Weil,  by  this  time  a  partner  at 
Loeb,  Rhoades  &  Co.,  began  look- 
ing for  a  new  kicker  for  Abacus. 

Weil's  conclusion  seemed  sensi- 
ble enough.  He  decided  to  convert 
Abacus  from  a  closed-end  invest- 
ment company  to  an  operating 
holding  company.  Apparently  Wall 
Street  liked  the  idea  too.  In  late 
1968,  when  Weil  announced  his 
first  major  deal,  $5  million  for 
the  New  York  City  realty  manage- 
ment firm  of  Douglas  L.  Elliman  & 
Co.  Inc.,  Abacus'  stock  leaped 
from  20  to  40  in  three  months. 

Though  he  didn't  know  it  at 
the  time,  Weil  was  also  buying  the 
first  of  the  major  problems  he  has 
run  into  trying  to  restructure  Aba- 
cus. Part  of  the  deal  was  that  Peter 
Sharp,  chairman  of  EUiman's  ex- 
ecutive committee,  would  buy 
300,000  Al)acus  shares  and  be- 
come   chief    operating    officer    at 


Abacus  Fund.  He  did.  But  in  early 
1971    Sharp    announced    that    he 
would  challenge  Weil  in  a  proxy 
fight  for  control  of  Abacus. 

According  to  Weil,  there  was 
apparently  a  basic  misunderstand- 
ing about  the  role  Sharp,  now  40, 
would  play  at  Abacus.  "In  retro- 
spect, it  seems  that  he  must  have 
conceived  of  his  role  very  differ- 
ently than  we  did,"  says  Weil. 
There  were,  he  says,  "a  whole  lot 
of  philosophical  differences.  He, 
being  a  real  estate  man,  is  more 
oriented  to  an  enormous  amount  of 
leverage  .  .  .  more  debt  than  would 
allow  me  to  sleep  safely  at  night.  I 


would  have  to  characterize  our 
relationship  as  a  disappointment." 

Apparently,  the  differences  be- 
came defined  by  early  1970  when 
Abacus  made  its  next  major  move, 
its  $30-million  purchase  of  22% 
of  the  shares  of  $l.l-bilhon-as- 
set  Security  National  Bank  based 
on  Long  Island.  A  few  weeks  be- 
fore. Sharp  resigned  as  chief  operat- 
ing officer,  unhappy  that  he  wasn't 
playing  a  larger  role  in  Abacus. 

The  Security  National  Bank 
shares  complicated  Abacus'  situa- 
tion further.  Clitt'ord  didn't  like 
Abacus  Fund  owning  one-fourth  of 
Security  National  Bank's  shares, 
particularly  after  Weil  launched  a 


proxy  fight  which  stopped  Clif- 
ford's attempts  to  acquire  Royal 
National  Bank  of  New  York.  Sharp 
was  distressed  at  Weil's  failure  to 
convert  Abacus  into  a  full-fledged 
opetating  company. 

As  for  Weil,  he  was  stuck  with 

Over  one-half  his  assets  in  Security 

'  National    Bank,    as    well    as    with 

Sharp— who  now  owns   about  20% 

of  Abacus— readying  a  proxy  fight. 

In  March  Weil  switched  his  strat- 
egy. Instead  of  trying  to  turn 
Abacus  into  an  operating  company, 
he  decided  to  try  to  sell  it  to 
one,  $531.9-million-revenues  Leas- 
co.  Saul  Steinberg,  Leasco's  presi- 
dent, offered  Weil  a  batch  of  securi- 
ties valued  by  Weil  at  $21  a  share. 

What  happened?  In  a  bewilder- 
ing array  of  moves  and  counter- 
moves,  including  the  temporary 
appearance  of  Walter  Heller  &  Co. 
as  a  possible  suitor  for  Security 
National  Bank,  that  deal,  too,  fell 
through.  Clifford  apparently  wasn't 
willing  to  sell  Security  National  to 
Heller,  though  the  price  was  re- 
portedly over  $50  a  share,  $10 
more  than  Security's  current  price. 
Leasco  wouldn't  buy  Abacus  un- 
less its  bank  shares  were  sold. 
Sharp  opposed  selling  out  to  Leas- 
co, presumably  because  he  wasn't 
eager  to  end  up  owning  a  package 
of  Leasco  securities  and  working  for 
32-year-old  Saul  Steinberg. 

On  the  surface,  Weil  appears  to 
be  just  about  back  where  he  was  a 
year  ago.  He  is  obviously  unhappy 
that  he  was  unable  to  sell  his 
Security  National  Bank  holdings. 
Some  think  he  may  try  to  put 
added  pressure  on  the  bank  to  seek 
another  merger  partner. 

As  for  Peter  Sharp,  Weil  seems 
willing  to  hold  out  the  olive  branch. 
"Perspectives  have  changed,"  he 
says.  Quoting  Khrushchev's  retort 
to  those  who  accused  him  of  back- 
ing down  to  the  U.S.  in  the  Cuban 
missile  crisis,  Weil  says:  "Any 
damn  fool  can  start  a  war." 

But  in  retrospect,  Weil  now 
views  his  strategy  of  trying  to  turn 
Abacus  into  an  operating  compa- 
ny as  a  mistake.  Government  regu- 
lations make  the  task  tremendous- 
ly difficult,  he  maintains.  High  mar- 
ket prices  in  1968  made  solid 
acquisitions  tough  to  come  up 
with.  But  perhaps  most  important, 
Weil  learned  the  same  lesson  many 
conglomerators  did,  that  you  don't 
just  buy  companies,  you  also  have 
to  run  them.   ■ 


88 


FORBES,   APRIL   15,    1971 


/^ 


Trends 

&  Tangents 

(Continued  from  page  12) 

don  Jr.  of  the  Insurance  Institute 
for  Highway  Safetv'.  Charging  the 
carmakers  with  holding  on  to  a  re- 
munerative replacement  market  by 
building  cars  with  "eggshell  front 
and  rear  ends,"  Dr.  Haddon  report- 
ed that  car  design  in  1971  "on  bal- 
ance appears  to  have  worsened 
from  tested  1970  models."  For  ex- 
ample, the  repair  cost  of  a  minor 
front-end  crash  ( five  miles  per  hour 
into  a  wall)  was  over  50/f  higher 
for  1971  models  than  for  1970  ones. 
The  cause,  says  Dr.  Haddon,  is 
that  "the  car  is  heavily  laden  front 
and  stern  with  e.xpensive-to-re- 
place  cosmetic  fringes— costume 
jewelry— and  is  adorned  with  pro- 
truding nose  cones  and  upper  lip 
snouts  which  perform  all  the  func- 
tions of  battering  rams.  .  .  ." 

Early-Out  Easier 

The  growing  trend  in  some  in- 
dustry sectors  for  workers  to  opt 
for  early  retirement  plans  rather 
than  work  until  the  mandatory  65 
age  limit  has  had  a  helping  hand 
from  the  Internal  Revenue  Service. 
In  a  new  ruling,  the  IRS  allows 
companies  to  set  up  ta.x-exempt 
profit-sharing  plans  that  permit 
participants  to  elect  retirement  as 
early  as  age  55.  The  participants 
would  also  have  the  option  to  take 
the  total  interest  payment  either  in 
a  lump  sum  or  in  etjual  monthly 
installments  over  the  rest  of  their 
actuarial  lifetimes. 

Lei  'Em  Eal  Leftovers 

When  the  Federal  Communica- 
tions Commission  limited  the  TV 
networks,  starting  this  fall,  to  three 
hours  of  nighttime  programming  in 
major  markets,  it  hoped  to  encour- 
age more  creative  programs  from 
new  sources.  However,  80%  of  the 
station  managers  concerned,  ac- 
cording to  a  poll  by  Westinghouse's 
Group  W,  said  they  planned  to  fill 
—or,  more  precisely,  kill— the  extra 
time  with  local  news,  old  movies 
and  reruns  of  such  stale  fare  as 
"My  Friend  Flicka"  and  "My 
Mother  the  Car."  And  matters  are 
not  likely  to  improve  much  in  the 
fall  of  1972,  when  reruns  will  be 
banned.  For  the  stations  will  then 
probably  shift  to  the  cheapest  kind 
of  "original"  programming,  panel 
and  game  shows. 


Be  your  Own  Grease  Monkey? 

Help  is  getting  so  hard  to  find  in 
gasoline  alley  that  7,500  gas  sta- 
tions across  the  country  now  let 
you  be  your  own  pump  jockey,  vs. 
2,500  just  a  year  ago.  Automatic 
remote-control  electronic  units  are 
attached  to  the  pumps  along  with 
coin  machines  for  pavments.  Orig- 
inally, self-service  was  used  main- 
ly by  small  stations,  but  now  Hum- 
ble and  Mobil  are  testing  large 
self-service  units  as  a  way  of  trim- 
ming their  labor  costs. 

Start'mg  Over  Later 

The  push  of  large  numbers  of 
middle-aged  people  into  new  ca- 
reers is  bringing  an  influx  of  older 
students  into  professional  and  grad- 
uate schools.  "These  new  students 
are  predominantly  going  from  prof- 
it to  nonprofit  careers,"  says  Dr. 
Dale  Hiestand,  manpower  analyst 
at  Columbia  University,  in  his  new 
book  Changing  Careers  After  35. 
For  instance,  many  businessmen 
are  becoming  teachers.  Other  pop- 
ular fields  include  social  work,  li- 
brary, psychological  and  mental 
health  services,  where  training  pro- 
grams are  relatively  short.  The 
trend  to  re-education  is  significant 
not  only  for  the  middle-aged  but 
for  the  young  as  well.  Dr.  Hiestand 
believes,  because  it  releases  them 
from  the  idea  that  their  first  career 
choice  is  irrevocable. 

Burden  of  Proof 

While  the  current  trend  of  both 
new  legislation  and  court  decisions 
is  to  broaden  the  manufacturer's  re- 
sponsibility for  any  faulty  or  dan- 
gerous product,  two  Seattle  attor- 
neys, in  an  article  published  by  the 
Defense  Research  Institute,  point 
out  that  the  manufacturer  is  not 
without  means  of  defense.  For  ex- 
ample, the  plaintiff  must  prove  that 
the  article  was  defective  and/ or 
dangerous  when  it  left  the  manu- 
facturer; and  a  product  often  takes 
so  long  to  reach  the  user,  and  is 
handled  by  so  many  people  in  the 
meantime,  that  this  can  be  difficult 
to  prove. 

Old  Hat 

The  current  touting  of  recycling 
as  an  ecological  technique  gets  a 
frosty  reminder  from  Washington- 
based  Goodwill  Industries  that  it 
knows  all  about  the  recycling  game. 
For  70  years  this  charitable  organ- 
ization has  employed  handicapped 
workers  to  repair  discarded  furni- 
ture, clothes  and  houshold  items  to 
give  them  a  second  life.   ■ 
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BOSTON  EDISON 
COMPANY 

Preferred  Dividend 
A  quarterly  dividend  of  $1.06 
per  share  has  been  declared 
payable  on  the  first  day  of  May 
1971  to  stockholders  of  record 
at  the  close  of  business  on 
April  9,  1971  of  the  Company's 
Cumulative  Preferred  Stock, 
4.25%  Series. 

Preferred  Dividend 
A  quarterly  dividend  of  $1.20 
per  share  has  been  declared 
payable  on  the  first  day  of  May 
1971  to  stockholders  of  record 
at  the  close  of  business  on 
April  9,  1971  of  the  Company's 
Cumulative  Preferred  Stock, 
4.78%  Series. 

Preferred  Dividend 
A  quarterly  dividend  of  $2.22 
per  share  has  been  declared 
payable  on  the  first  day  of  May 
1971  to  stockholders  of  record 
at  the  close  of  business  on 
April  9,  1971  of  the  Company's 
Cumulative  Preferred  Stock, 
8.88%  Series. 

Common  Dividend 
No.  328 
A  quarterly  dividend  of  59 
cents  per  share  on  the  common 
stock  of  the  Company  has  been 
declared  payable  on  the  first 
day  of  May  1971  to  stock- 
holders of  record  at  the  close 
of  business  on  April  9,  1971. 

Checks  will  be  mailed  from 
The  First  National  Bank  of 
Boston. 

JOSEPH  P.  TYRRELL 
Vice  President  and  Treasurer 
March  22,  1971 
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( Continued  from  page  14)     „ 

efit  is  the  carriage  of  waterbome  coal  to 
electric  utilities.  Many  thousands  of 
American  coal  miners  and  their  families 
are  directly  dependent  for  their  incomes 
on  low-cost  water  transportation.  The 
steel  industry  of  the  Pittsburgh  district 
and  the  Ohio  Valley  is  crucially  de- 
pendent on  coal  received  by  river  barge: . 
Extensive  communities  receive  at  low 
cost  by  river  barge  such  necessities  as 
gasoline,  salt  for  highways,  fuel  oil  and 
farm  fertilizers.  Whatever  may  be  the 
merits  of  the  user  charge  philosophy  in 
its  many  possible  applications  to  a  variety 
of  federal  programs,  it  is  clearly  least 
appropriate  to  domestic  water  transpor- 
tation. The  consumer  and  taxpayer  who 
are  the  beneficiaries  of  water  transpor- 
tation include  major  sectors  of  the  popu- 
lation. 

—Harry  N.  Cook 

Executive  Vice  President, 

National  Waterways  Conference 

Washington,  D.C. 

Forbes  disagrees  with  the  National 
Waterways  Conference,  lobbying  arm  of 
the  barge  industry.  The  industry's  point 
—that  its  low  costs  benefit  communities 
and  consumers— is  an  argument  for  sub- 
sidizing every  business  in  the  U.S.— Ed. 

Sir:  It  certainly  is  incongruous  to  put 
so  much  public  money  into  developing 
unneeded  waterway  systems  when  other 
forms  of  transportation  are  looking  for 
additional  volume.  Last  year  almost  one- 
third  of  the  railroad  industry  operated 
at  a  deficit.  As  your  article  noted,  many 
of  the  airlines  also  are  in  the  red,  while 
some  of  the  smaller  trucking  companies 
have  their  backs  to  the  wall.  Pork  barrel 
politics  have  created  a  situation  in  which 
a  taxpayer  in  Vermont,  who  never  uses 
water  transportation,  must  subsidize  a 
barge  hne  operation  in  the  Midwest. 
User  charges  are  long  overdue. 

— R.C.  Gr.^yson 

President, 

St.  Louis-San  Francisco  Ry.  Co. 

St.  Louis,  Mo. 

Sir:  I  have  no  reason  to  step  to  the 
defense  of  the  barge  lines,  but  your  story 
sounds  like  tlie  traditional  tirade  of  the 
railroads. 

—Phillip  J.  Maddex 
Eastchester,  N.Y. 

Sib:  Hurrah  for  taking  on  the  barge 
interests  and  especially  the  Army  Corps 
of  Engineers. 

—Clifford  G.  Massoth 

Director,  Public  Relations  &  Advertising 

Illinois  Central  Railroad 

Chicago,  111. 

Sir:  Nowadays  it  seems  that  every- 
thing is  taxed!  Your  article  indicating  an 
area  to  be  exempt  was  a  shattering  reve- 
lation to  say  the  least,  especially  when 
tliese  funds  could  be  used  to  press  the 
cause  of  ecology  and  offset  some  of  the 
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mounting  expenses  required  to  clean  u]i 

our  environment.  ! 

—William  K.  Mino 

General  Credit  Manager 

Whiteway  Mfg.  Co ' 

Cincinnati,  Ohi( 

Unmenfioned 

Sir:  In  your  Mar.  15  article,  "Fund 
-for  All  Seasons"  .  .  .  Over-the-Counter  Se 
curities  Fund  was  the  only  fund  amonj 
the  53  with  the  most  consistent  Forbei 
performance,  an  A  in  up  and  in  dowi 
markets.  We  are  at  a  loss  to  understanc 
why  our  fund  was  not  mentioned  [ii 
the  story]. 

—Ralph  P.  Coleman  Jh 

President 

Over-the-Counter  Securities  Funo 

Oreland,  Pa 

Both  O-T-C  Securities  Fund  and  Ives 
Fund  should  have  been  listed  with  thost 
funds  which  came  close  to  outperformint 
the  market  averages  for  the  period  di& 
cussed— Ed. 

Dead  or  Alive? 

Sm:  As  a  representative  of  the  "nev 
younger  generation"  (23),  I  must  com 
ment  on  "Weep  Not  for  Horatio"  {Sidi 
Lines,  Feb.  1).  I,  too,  intend  to  becomi 
wealthy,  and  I  expect  I  will  have  to  worl; 
hard.  The  only  hangup  I  have  about  joini 
ing  the  Establishment  is  which  Establish- 
ment.  People-oriented  industries  will  no. 
have  trouble  finding  Horatio  Algers,  bui 
there  are  Establishments  that  had  bettel 
watch  out.  The  new  generation  will  b( 
different,  but  not  in  tlie  sense  that  the) 
will  all  just  drop  out  of  society. 

—James  M.  PillI; 
San  Diego,  Calif 

"How  Come?" 

Sm:  In  "Readers  Say"  (Feb.  1),  Mr.  S 
Cutler  notes  that  "a  large  proportion  0 
unemployed  are  the  unskilled  and  th( 
uneducated.  Then  how  come  it  is  so  dif' 
ficult  to  get  anyone  to  do  the  simple  la^ 
bor  tasks?"  Perhaps  some  of  our  Ohic 
facts  will  help  explain  "how  come."  It 
1969  nearly  one  out  of  every  four  of  oa' 
eligible  claimants  reported  eight  or  fewe: 
grades  of  formal  education.  Yet  their  em 
ployers  indicated  that  when  employee 
in  the  52  weeks  preceding  separatioi 
they  averaged  over  $136  per  week  ii 
earnings— approximately  $3.40  per  hour 
The  Chamber  of  Commerce  of  the  U.S 
estimates  the  value  of  fringes  at  98  cent 
per  payroll  hour.  The  claimants,  whei 
employed,  were  thus  grossing  aroum 
$4.38  per  hour.  How  much  is  being  of 
fered  for  "cleaning,  laundry,  lawn  mow 
ing  and  any  number  of  other  unskille< 
chores"?  All  claimants,  of  course,  risk  de 
nial  of  benefits  if  they  refuse  to  accep 
"suitable  work."  In  determining  siiita 
bility,  however,  prior  training  and  e.\ 
perience  must  be  considered. 

—William  Papiei 

Director 

Division  of  Research  &  Statistic 

Ohio  Bureau  of  Emplo>'ment  Service 

Columbus,  Ohii 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


The  income  tax  has  made  more 
hars  out  of  the  American  people  than 
golf  has.  —Will  Rogers 


The  great  instrument  of  moral  good 
is  the  imagination. 

—Percy  Bysshe  Shelley 


You  never  find  people  laboring  to 
convince  you  that  you  may  live  very 
happily  upon  a  plentiful  fortune. 

—Samuel  Johnson 


I  am  afraid  we  must  make  the  world 
honest  before  we  can  honestly  say  to 
our  children  that  honesty  is  the  best 
policy.  —George  Bernard  Shaw 


What  is  the  virtue  and  service  of  a 
book?  Only  to  help  me  live  less  gin- 
gerly and  shabbily. 

-Christopher  Morley 


A  man  always  has  two  reasons  for 
doing  anything.  A  good  reason  and 
a  real  reason.  —J.  P.  Morgan 


Spend,  and  God  will  send. 

—English  Proverb 


One  should  always  play  fairly  when 
one  has  the  winning  cards. 

—Oscar  Wilde 


It  is  difficult  to  begin  without  bor- 
rowing, but  perhaps  it  is  the  most 
generous  course  thus  to  permit  your 
fellowmen  to  have  an  interest  in  your 
enterprise. 

—Henry  David  Thoreau 


If  you  wait  for  luck  to  help  you, 
you'll  have  often  an  empty  stomach. 

— Ignas  Bernstein 


Anyone  may  so  arrange  his  affairs 
that  his  taxes  shall  be  low  as  possible; 
he  is  not  bound  to  choose  that  pattern 
which  will  best  pay  the  treasury;, 
there  is  not  even  a  patriotic  duty  to  " 
increase  one's  taxes. 

—Learned  Hand 


Economy  is  too  late  at  the  bottom 
of  the  purse.  —Seneca 


The   reward   of   energy,   enterprise 
and  thrift— is  taxes. 

—William  Feathei 
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B.  C.  FORBES 

The  spendthrift  is  NOT  a 
happy  person.  He  has  to  flee 
from  his  own  thoughts.  He  dare 
not  let  his  mind  divell  on  whith- 
er he  is  going.  Mankind  is  eter- 
nally searching  for  happiness, 
for  peace  and  joy  of  mind, 
for  satisfaction  that  has  last- 
ing qualities.  Thriftlessness  and 
genuine  happiness  cannot  reside 
in  the  same  human  dwelling. 
Thrift  begets  comfort,  satisfac- 
tion, tranquility  as  well  as  hap- 
piness. The  man  loho  does  not 
keep  his  head  above  water  is  in 
an  unenviable  plight. 


A  life  of  ease  is  a  difficult  pursuit. 

—William  Cowper 


Prejudices  are  the  principles  of  peo- 
ple we  dislike.  —John  P.  Grier 


Riches  are  apt  to  betiay  a  man  into 
arrogance.  —Joseph  Addison 


Man  is  a  luxury-loving  animal.  HL' 
greatest  exertions  are  made  in  pur 
suit  not  of  necessities  but  of  super 
fluities.  —Eric  Hoffei 


A  man  may  come  to  disaster  througl 
an  ill-spent  halfpenny. 

— Calouste  Sarkis  Gxn,BENKiAr 


How  awful  to  reflect  that  what  peo 
pie  say  of  us  is  true! 

—Logan  Pearsall  SmitiI 


The  ability  to  have  our  own  way 
and  at  the  same  time  convince  other 
they  are  having  their  own  way,  is  i 
rare  thing  among  men.  Among  worn 
en,  it  is  as  common  as  eyebrows. 

—Thomas  Bailey  Aldrici 


I  have  plenty  of  thoughts,  but  I'n 
going  to  keep  them  to  myself  for  ; 
while.  — L.  Mendel  River 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  57 4-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
Neiv  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  3%  to 
6%;  New  York  City,  6%.) 


A  Text . . . 


Sent  in  by  Douglas  Wilson.  New- 
ell, Iowa.  What's  vour  favorite 
text?  The  Forbes  Scraobook  of 
ThouehLs  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


Let  him  that  stole  steal  no  more:  but 
rather  let  him  labour,  working  with 
his  liands  the  thing  ichich  is  good, 
that  he  may  have  to  give  to  him  that 
needeth.  — Ephesians  4:28 
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No  average  company^^^ 
could  increase  its  assets  by 
$25  billion  in  10  years. 

Were  no  average  company 


Fewer  than  40  industrial  corporations  in  America 
have  attained  $2  billion  in  total  assets. 

And  yet  that's  how  much  our  assets  have 
grown  since  1960.  In  total  assets  we  now  surpass 
$4.3  billion.  Which  ranks  us  among  America's  top  20. 

But,  in  our  short  27  years,  we've  learned  not 
to  try  to  live  on  past  performance,  if  you  want  to 
keep  on  growing,  you've  got  to  keep  on  modernizing, 
expanding,  and  adding  facilities.  As  we  are  doing 
m  all  our  8  major  areas  of  operation: 

Pipelining:  Our  Tennessee  Gas  Transmission 
Company  has  extended  its  underwater  pipeline 
network  far  out  in  the  Gulf  of  Mexico.  Important 
undersea  sources  of  natural  gas  are  being  tapped  to 
meet  growing  demands. 

Chemicals:  Our  Tenneco  Chemicals,  Inc.,  has 
broadened  its  plant  complex  for  the  production  of 
plastics.  For  everything  from  car  upholstery  to 
phonograph  records  to  floor  tiles  to  fashion  fabrics  to 
furniture  to  footwear. 

Construction/Farm  Equipment:  Our  1  I.  Cose 
Company  has  set  up  a  giant  computerized  operation 
to  help  keep  parts  warehouses  around  the  world 
in  constant  supply.  Objective:  to  make  Case  parts 
service  the  best  in  the  industry. 

Packaging:  Our  Packaging  Corporation  of 
America  has  created  an  automated  warehouse 
to  handle  over  a  billion  cartons  a  year.  Purpose: 
to  help  provide  faster  service  for  the  1  5,000 
companies  we  serve. 

Shipbuilding:  Our  Newport  News  Shipbuilding 
Company  has  installed  the  largest  gantry  crane  of 


its  kind  in  America.  It  is  20  stories  high  and  can 

lift  310-ton  sections  of  ships  without  straining  a  gear. 

Purpose:  to  help  us  automate  our  shipbuilding. 

Agriculture/Lond  Development:  Our  Tenneco 
Properties,  Inc.,  has  completed  a  massive  packing 
plant  larger  than  six  football  fields.  It  will  speed 
the  processing  of  our  Sun  Giant"  nature-ripened  fruits 
and  vegetables  for  jet  shipment  to  markets  across 
the  nation. 

Oil:  Our  Tenneco  Oil  Company,  drawing  on 
its  success  in  the  Gulf  of  Mexico,  is  carrying  on  a 
round-the-world  offshore  search  for  oil  from  the 
Dutch  North  Sea  to  the  Red  Sea  to  the  South  China 
Sea— in  fact,  off  live  of  the  seven  continents. 

Aufo  Componenfs:  Our  Walker  Manufacturing 
Company  is  adding  two  new  plants  to  serve  the 
growing  multi-billion  dollar  automotive  aftermarket. 
Just  one  of  our  new  plants  will  produce  over  2  72  million 
mufflers  and  4  million  tailpipes  every  year. 

We  can  go  on  and  on.  But  these  examples 
demonstrate  that  we're  no  average  company  when 
it  comes  to  expanding  and  building  our  businesses. 
In  many  areas.  And  in  many  ways.  Tenneco  Inc., 
Houston,  Texas  77001 . 


BUILDING  BUSINESSES  IS  OUR  BUSINESS.  LJENNECO 


TENNECO 


This  auto  club  gets  into  some  very 
interesting  vehicles. 


For  one  low  annual  membership  fee  the  National 
Automobile  Club  of  California  provides  its  members 
with  more  than  a  score  of  helpful  motoring  services 
and  travel  benefits. 

Only  problem  is  that  the  cost  of  providing 
the  many  club  services  is  sometimes  more  than 
the  total  fees. 

To  make  up  the  difference,  the  National 
Automobile  Club  frequently  turns  its  cash  over  to 
Bank  of  America  Investment  Securities  Division. 

They  know  we  can  help  them  better  serve 
their  members  by  wisely  investing  the  Club's  surplus 
cash  in  a  variety  of  short  and  medium  term  vehicles. 


The  National  Automobile  Club  realizes 
that  the  bank  that  averages  $1.5  billion  in  transac- 
tions every  day  has  an  enormous  variety  of 
investments  available  on  hand  at  all  times.  And  that 
every  transaction  —  large  or  small  —  is  handled 
with  care.  Plus  electronic  speed. 

If  you  would  like  your  corporate  cash 
surpluses  to  be  put  to  work  efficiently  and  profit- 
ably, call  the  people  who  help  keep  National 
Automobile  Club  on  the  road  to  better  _  _  ,^ 

service  through  _^  .  .  ,,,  .  -  «r-i-»iy-  a  ■"«-■ 
bettermoney  BAN  K  of  AM  ERICA  ITI 
management.        BANK  INVESTMENT  SECURITIES  DIVISION 

San  Francisco  (41 5  )622-';680- Los  Angeles  (21.1)  683-4215 
.\'fu-  York  Corre^pondrnt 
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Volume  I 


Our  Annual  Report  discloses 
that,  although  1970  sales  and  earnings 
from  operations  declined  from  the 
records  set  in  the  previous  year,  it  was 
a  "Building"yearfor  Fruehauf— one 
in  which  significant  facilities  expansion 
and  strengthening  of  capabilities 
were  accomplished  in  all  of  our 
divisions  and  subsidiaries  to  meet  our 
customers'  requirements  in  theZO's 
for  transportation  equipment,  systems, 
and  services. 

Now,  our  technology  and 
experience  in  the  manufacture  of 


transportation  equipment  is  being 
used  to  enable  us  to  enter  the  growing 
field  of  modular  housing. 

You'll  find  it  all  in  our  Annual 

Report.  For  your  copy  

write  Fruehauf 
Corporation,  10900 
Harper,  Detroit,  Mich.  ^ 

48232  TRANSPORTATION  | 

Fruehauf. 

A  company  building 
for  the  70's  through 
Total  Transportation. 
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Side  Lines 


A  Year  of  Eating  Out 

With  speed  that  startles  us,  the  youngest  and  smallest  of  the  Forbes 
enterprises  has  had  a  birthday,  and  it  has  a  book  to  prove  it.  The  enter- 
prise is  Forbes  Magazine's  Restaurant  Guide,  dedicated  to  the  proposi- 
tion that  just  because  a  New  York  meal  is  free— meaning  on  the 
expense  account— it  need  not  also  be  terrible.  The  book  (see  below)  is  a 
collection  of  the  300  or  so  restaurant  reviews  that  appeared  in  the 
Restaurant  Guide  in  its  first  year  of  existence,  1970. 

If  e'er  a  book  was  a  collective  product,  this  one  was.  Unlike  most 
such  guides,  ours  wasn't  written  by  gourmets  but  by  experienced  ex- 
pense-account diners.  The  safaris  to  the  restaurants  were  done  primari- 
ly by  a  dozen  or  so  members  of  Forbes 
magazine's  editorial  staff,  beginning 
with  the  editor  and  the  executive  edi- 
tor, who  in  their  time  have  eaten  their 
share  of  expense-accovmt  meals,  from 
good  to  awful.  The  melting  job  fell  to 
the  Restaurant  Guide's  own  small  staff, 
headed  by  a  miniskirted  slip  of  a  girl 
named  Mrs.  Sallie  Yon  Williams.  Sallie 
is  knowledgeable  about  cooking  rang- 
ing from  soul  food  (she  grew  up  in 
Virginia)  to  Cordon  Bleu  (she  studied 
there  in  Paris).  But  her  most  impor- 
tant talent  is  her  willingness  to  listen 
respectfully  to  others  who  have  some- 
thing to  get  oft  their  chests. 

And  she  had  better  be  a  good 
listener  in  dealing  with  the  Restau- 
rant Guide's  subscribers.  There  are 
some  5,000  of  them— regrettably,  not 
yet  enougli,  even  at  $24  a  head,  for 
the  Guide  to  be  a  moneymaker  rather 
than  a  public  service,  but  enough  to 
be  vociferously  in  evidence  whenever 
they  detect  the  slightest  deviation  from  what  they  regard  as  the  True 
Faith.  When  they  do,  they  write  in,  about  80%  of  them  complaining  in 
acid  tones  that  the  Guide  has  just  shot  down  their  favorite  restaurant, 
or  that  tliey  went  to  a  restaurant  that  the  Guide  rated  highly,  and  it 
was  terrible.  One  voluble  correspondent  made  both  complaints:  "Four 

stars  for ?  Somebody  from  Altoona,  Pa.  must  have  done  that  one. 

Minus  one  star  for  Cafe ?  Who  went  there,  a  Laplander?" 

Fortunately  for  Sallie's  equilibrium,  even  the  critical  ones  often  go 
on  to  thank  the  Restaurant  Guide  in  general  after  they  finish  complain- 
ing about  it  in  particular.  And  often  the  complaint  leads  to  a  revisit  that 
may  result  in  taking  away  stars  or  adding  them  to  a  restaurant's  rating. 

Of  course,  so  fluid  is  the  New  York  restaurant  scene  that  any  element 
in  it  is  subject  to  change  without  notice.  Thus,  since  the  book  went  to 
press.  Toots  Shor's  and  Voisin  are  no  more.  Luchow's  has  been  sold,  as 
has  Spats.  And  La  Fonda  del  Sol  is  a  newborn  institution,  only  a  third 
the  size  it  was  and  not  nearly  so  handsome.  The  only  way  to  keep  up 
with  those  changes  is  to  become  a  subscriber  to  Restaurant  Guide. 

Incidentally,  the  book  isn't  for  sale.  New  Guide  subscribers  get  it 
free,  as  do  existing  subscribers  when  they  renew.  If  the  latter  can't 
wait,  they  can  buy  it  for  $9.95.  But  nobody  else  can.  Sorry  about  that.   ■ 


The  dilemma  of. .  .whars  his  name? 


He  doesn't  know  it's 
happening.  He's  losing  his 
identity. 

He  can't  help  it.  He  lives  in  one 
of  our  big  cities.  Where  over 
70%  of  our  millions  live.  On  just 
2%  of  the  land. 

His  parents  would  like  to  move 
out.  They  can't  afford  it. 

So  there  is  growing  concern 
about  people  pollution. 
We're  for  cities,  but  there  is  an 
increasing  need  to  disperse 
the  population. 

Satellite  cities  appear  to  be 
one  answer  Planned 
communities,  scattered 
throughout  the  country  Where 
'resh  air  and  all  of  nature 
surrounds  and  becomes  a 
living  part  of  the  community. 
Where  people  can  move 
about  freely  and  easily. 


To  attract  healthy,  growing 
industries,  to  create  jobs  in 
these  new  cities,  good 
transportation  is  an  absolute 
necessity.  Today,  many  new 
industries  are  locating  along 
sections  of  our  Interstate 
Highway  System. 

New  highways  will  interlink  the 
new  satellite  cities  with  the  old 
communities  And  trucks  will 
continue  to  be  the  most 
practical  means  of  linking 
together  all  modes  of 
transportation.  Trucking  cargo 
to  and  from  the  railroads, 
airlines,  waterways,  seaports, 
and  pipelines.  Trucking  goods 
within  cities.  Hauling  products 
from  city  to  city  No  matter 
where  they  are. 

As  satellite  cities  spring 
up,  more  of  us  will  regain  our 
identity  Trucks  will  help 
make  it  happen. 
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Trends 

&  Tangents 


WASHINGTON 


Help  for  the  Locals? 

Ralph  Nader's  law  firm  thinks 
Congress  should  consider  giving  lo- 
cal tax  assessors  access  to  Federal 
tax  retiuns  from  companies.  The  ob- 
ject: to  let  them  see  whether  a 
company's  estimate  to  the  feds  of 
the  worth  of  its  taxable  real  estate, 
plant  and  equipment  dovetails 
with  its  assertions  to  local  author- 
ities. Nader's  firm  is  exercised  by 
what  it  calls  "double  reporting,"  in 
which  a  company  values  its  taxa- 
ble property  at  a  high  rate  for  Un- 
cle Sam  for  maximum  depreciation 
deductions  and  at  a  low  rate  lo- 
cally to  minimize  local  taxes.  The 
law  firm  conceded  that  "there  are 
some  problems  with  this  proposal," 
mainly  what  to  do  about  the  rule  of 
confidentiality  between  the  taxpay- 
er and  the  Internal  Revenue  Service 
and  the  danger  of  trade  secrets  es- 
caping in  the  added  disclosure. 


BUSINESS 


Expensive  Cure 

Railpax,  designed  to  cure  tlie  ills 
of  intercity  passenger  service,  isn't 
much  help  to  roads  like  Rock  Is- 
land Lines,  which  last  month  de- 
clined to  join  the  plan  because  it 
is  too  expensive.  Under  the  fee  for- 
mulas, it  could  have  cost  Rock  Is- 
land up  to  $4.7  million  to  put  its 
two  deficit  passenger  lines  into 
Railpax.  But  the  line  lost  only  $1 
million  in  1970.  Rock  Island  Vice 
Chairman  T.E.  Desch  thinks  that 
with  some  state  aid  he  can  de- 
crease the  deficit,  making  it  less  ex- 
pensive not  to  join  Railpax. 

Jinx  Profecfion 

Investors  in  the  $122-million 
Hanford  Project,  Washington  Pub- 
lic Power  Supply  System  bonds  are 
safe  in  spite  of  the  bonds'  jinx.  In 
January  the  Hanford  Project  shut 
down,  rendering  useless  a  generat- 
ing plant  built  in  Kennewick, 
Wash,  to  utilize  its  waste  steam. 
Under  the  original  terms  of  the 
offering,  however,  the  76  users  of 
the  WPPSS  power  agreed,  in  ef- 
fect, to  meet  the  debt  sei-vice  if 
(Continued  on  page  65) 
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READERS  SAY 


Unsealed  Lips? 

Sir:  Congratulations  on  your  Side 
Lines  of  Apr.  1  entitled  "Our  Lips  Are 
Sealed."  I  am  impressed  by  how  the 
Securities  &  Exchange  Commission  has 
had  a  double  standard  with  respect  to 
disclosure  of  information  at  the  time  of 
an  underwriting,  with  one  set  of  rules 
in  force  for  the  private  sector  and  an- 
other set  of  rules  in  force  when  the  Gov- 
ernment is  the  one  making  a  public  of- 
fering. In  tsvo  instances  I  can  think  of 
-the  Comsat  and  the  General  .Aniline  & 
Film  offerings— there  appeared  to  be  no 
restrictions  at  all  as  to  what  security 
analysts  or  what  the  press  could  sa>  in 
speculating  about  these  offerings  dur- 
ing the  so-called  "quiet"  period  before 
and  after  the  underwriting.  Particularly 
in  the  case  of  the  General  Aniline  of- 
fering, the  SEC  never  objected  to  pub- 
lic statements  such  as,  "This  is  going  to 
be  the  hottest  deal  since  Comsat."  As  a 
consequence,  the  Justice  Department 
managed  to  foist  their  stock  hoklings  on 
the  public  at  an  absurd  price  relative  to 
a  realistic  valuation  of  GAF.  Many  in\es- 
tors  were  badly  hurt  in  this  offering  and 
in  my  view  the  SEC  was  responsible  for 
pemiitting  and  c-ooperating  with  the  Jus- 
tice Department  to  accomplish  probably 
the  biggest  stock  promotion  of  the  1960s. 
— JoH.N  Westehg.\ahd 
President, 
Equity  Research  Associates 
New  York,  N.Y. 

Heartening  Words 

Sir:  In  "Readers  Say,"  Mar.  15,  AT&T 
\'ice  Chairman  John  D.  deButts  says 
that  the  business  sector's  silence  in  tlie 
face  of  misleading  statements  from 
sources  the  public  assumes  are  accurate 
or  unbiased  is  a  "righteous  lu.vury."  He 
is  correct:  and  one  of  the  many  things 
that  make  the  silence  expensive  is  the 
damage  it  does  to  the  morale  of  the 
ihoughtfnl  employee  who  feels  badly  let 
down  when  his  leaders  thus  project  the 
craven  image.  Perhaps  more  men  of  Mr. 
deButts'  stature  uill  speak  out  when  they 
become  aware  of  how  very  many  of 
their  fellow  workers  are  heartened  when 
they  do. 

—Robert  T.  Swartz 
Detroit,  Mich. 

Why  Not  You? 

Sib:  I  strongly  urge  you  to  "stand  up 
and  sue"  [the  U.S.  Post  Office].  Or  is 
Fact  and  Comment  [Apr.  I]  just  rhetoric? 
—Thomas  G.  Hiniker 
Arlington  Heights,  III. 

Sir:  Will  be  glad  to  sue  if  you'll  pro- 
vide the  funds. 

— C.R.  TovvsE 
Upper  Marlboro,  Md. 

Sir:    .  .  .  reminds   me   of  the  old   say- 
ing,   "Let    you    and    him    fight."    When 
(Continued  on  page  52) 
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Try  a  little 
tenderness. 


The 

Bombay 

Martini 

Made  with  Bombay  Gin, 
Imported  from  England. 
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UJe  could  hold 
the  next 

Presidential  Ball 
in  our  ballroom. 

when  the  speeches  die  down, 
and  the  last  bite  of  chicken  is  gone, 
the  social  part  of  conventions 
begins.  But,  that's  where  most  of 
them  end. 

That's  because  a  lot  of  con- 
vention planners  think  you  can 
have  600  people  dance  in  a  room 
that  was  only  built  for  300. 

Ours  holds  1 100.  And,  they 
could  all  dance  to  the  Emperor 
Waltz  and  never  touch  each 
other. 

But,  that's  just  one  of  the 
things  that  makes  the  Aristos  the 
place  for  your  next  convention  or 
business  meeting.  Write  or  call 
our  convention  manager  and 
she'll  tell  the  rest. 

hOTEl  ARISTOS 

A  DowraowNER  InrTERNArioNAl  HoteI 

Reforma  276  Mexico  City 
Phone  33-05-60  Telex  01771067 
Reservations:  International 
Reservations  Co.,  Leonard  Hicks  Org., 
American  Express  Space  Bank 


BEST  BUY. 


MODEL  760 


HERE'S  WHY:  voue  not  ust 

buying  a  duplicating  machine  when  you  buy 
a  Heyer  Spirit  Duplicator,  You  are  buying  68 
years  of  experience  and  reliability  in  the 
manufacturing  of  duplicators  and  supplies. 
The  result  is  the  most  trouble-free  line  of 
duplicators  you  can  buy.  At  the  top  of  the 
line,  the  Model  760  Conqueror  (illus.)  fea- 
tures Variable  Speed  Control  capable  of  50% 
more  copies  per  master.  Makes  180  copies 
per  minute  at  high  speed.  All  models  handle 
practically  any  weight  paper  or  card  stock, 
3  X  5  in,  to  9  X  15  In.  Prints  up  to  5  colors  at 
one  time  at  lowest  cost  per  copy.  Six  models, 
hand  and  electric,  priced  from  $127,50  to 
$399,50.  A  model  and  price  for  every  appli- 
cation. 

Memo  pad,  your  name  imprinted 
on  each  sheet  to  demonstrate  the 
Heyer    Duplicators'    capabilities. 


HEYER  INC.  I 

1893  South  Kostner  Avenue      | 
Chicago,  Illinois  60623  , 


Please  send  free  memo  pad  and  infor-  ■ 

mation  on  BEST  BUY  Heyer  Duplicators.  _ 

Name ' 

Business | 

Address g 

City 


FREE 


^State_ 


_Zip_ 
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JILhere  is  a  new  grass-roots  movement  afoot. 
Away  from  grass,  to  Astroturff 
And  not  just  on  the  playing  fields,  where 
our  first  battles  were  won. 

Monsanto's  Astroturf*is  now  being  used  for 
landscaping  in  places  like  highway  median  strips, 

service  stations,  motels  and 
restaurants.  Any  place  where 
a  good-looking  ground  cover 
is  needed,  but  heavy  wear  and 
high  maintenance  costs  make 
lawns  impractical. 

The  market  for  all  this? 
We've  hardly  covered  the 
surface.  (Even  in  the  stadium 
field,  with  more  than  thirty  new 
installations  last  year  alone). 
We  think  the  time  will  come  when  grass  on 
a  median  strip  or  around  a  gas  station  will  be  as  rare 
as  silk  gloves  in  a  grease  pit.  And  will  seem  just  about 
as  practical. 

Please,  don't  get  us  wrong.  We  love  a  good 
lawn  in  its  place. 

But  out  of  place,  grass  can't  take  the  place 
of  Astroturf,"*  a  product  invented,  made  and  marketed 

exclusively  by  Monsanto:the  science  company. 


(OR  MORt  INFORMATION  ABOUT  MONSANTO'S  LANDSCAPING  PRODUCTS.  WRITE  BOX  32/L08.  MONSANTO  COMPANY.  800  N,  LINDBERGH  BLVD  .  ST,  LOUIS,  MO,  63166 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


HOW  TO   END  UNEMPLOYMENT 


AND   ENSURE  RENEWED   PROSPERITY 


FOR   MANY   YEARS  TO  COME 


Institute  the  toui-dav  Work  Week. 
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DEAD  IS  A  RELATIVE  THING 


After  World  War  II  ended,  luxury  ocean  liners  were 
very  much  back  in  business,  and  as  quick  as  the  new 
could  be  built  and  the  old  refurbished,  they  were.  Moore- 
McCormack  Lines  started  one  such  ship,  the  S.S.  Brazil, 
on  its  way  with  an  overnight  seagoing  press  party.  Among 
the  many  editors  and  writers  present  was  my  father,  who 
took  me  along  because  I  was  working  as  his  assistant. 

In  a  convivial  gathering  before  dinner,  I  was  introduced 
by  Norman  Stabler,  financial  editor  of  the  late  Herald  Trib- 
une, to  the  editor  of  a  sizable  Midwest  daily  and  identi- 
fied as  "B.C.  Forbes'  son." 

"I  remember  your  father  well.  He  was  a  great  columnist, 
a  great  business  writer.  How  many  years  has  he  been 
dead?" 

My  father,  who  was  with  a  nearby  group,  chuckled 
cheerfully  and  in  his  never-lost  Scottish  burr  said  to  the 
embarrassed  editor,  "When  I  don't  go  along  with  all  their 
ideas,  my  sons  [there  were  five  of  us]  sometimes  ask  me 
the  same  question." 

Seventeen  years  ago,  a  week  short  of  his  74th  birthday. 
Dad  did  die,  but  his  thoughts,  one  of  which  has  appeared 


in  every  issue  on  Forbes'  "The  Business  of  Life"  page  since 
his  death,  keep  him  very  much  alive  for  those  who  knew 
him  and  the  ever-greater  number  who  didn't. 

A  little  while  ago,  Herbert  Hollander  of  the  National 
Foundation  of  Federal  Employees,  wrote:  "In  going  through 
some  yellowing  personal  files  recently,  I  came  upon  a  copy 
of  the  June  1,  1927  issue».of  Forbes.  I  find  that  Mr.  B.C. 
Forbes  wrote,  among  other  prescient  things,  the  following: 
'The  stock  market  has  confounded  the  conservative 
for  so  long  that  it  has  now  become  common  to  keep 
quiet  on  the  subject.  The  writer  has  no  hesitation  in 
saying,  however,  that  he  still  regards  popular  stocks 
as  unwarrantedly  high,  notwithstanding  all  we  have 
been  told  about  the  United  States  having  entered  into 
a  glorious  "new  era"  of  unimaginable  prosperity  and 
prospects.'  (Italics  are  Mr.  Hollander's.) 
"And  that  was  written  more  than  two  years  before  Wall 
Street  laid  that  monstrous  egg  in  October  of  1929." 

Twenty-seven  years  later  Forbes  carried  the  last  edi- 
torial Dad  ever  wrote.  Before  it  was  in  readers'  hands,  he 
had  died  of  a  heart  attack. 


Cultivate  Cheerfulness 


when  I  dictated  that  headline  to  my  secretary  of 
30  years'  service,  she  ejaculated:  "Oh!  You  have 
already  written  on  this  subject." 

I  have,  of  that  I  am  very  well  aware.  But  the  im- 
portance of  developing  a  cheerful  attitude  impresses 
me  more  and  more  with  every  passing  decade.  Life, 
in  a  sense,  is  what  you  mentally  make  it.  I  pity  any- 
one who  is  chronically  a  grouch,  pessimistic,  discon- 
tented.  A  cheerful  frame   of  mind   is   like   church- 


going,  largely  a  matter  of  habit;  if  you  develop  a 
morose  attitude,  the  chances  are  that  you  will  persist 
in  it,  just  as  if  you  get  into  the  habit  of  going  to 
church  you  continue  to  go,  whereas  if  you  stop  go- 
ing, you  continue  not  to  go. 

If  you  are  so  constituted  that  you  cannot  be  cheer- 
ful, seek  strenuously  to  be  as  cheerful  as  you  can. 
"A  merry  heart  goes  all  the  way.  .  .  ." 

—B.C.  Forbes 


LEAVE  JUDGES  FREE  TO  JUDGE 


A  year  ago  New  York  City  took  parking  and  routine 
traffic  violations  out  of  the  criminal  courts  and  provided 
instead  for  hearings  by  lawyer  administrators.  Those 
found  guilty  can  ultimately  appeal  to  the  courts  if  they 
so  desire. 

As  a  result,  18  experienced,  highly  paid  judges  are  free 


to  concentrate  on  serious,  actual  crime  cases;  and  trafiRc 
offenders  have  no  criminal  stigma.  The  rest  of  New  York 
State  is  considering  the  program,  and  most  of  California 
is  working  toward  the  same  end. 

If  in  your  bailiwick  justice  suffers  from  crowded  court 
calendars,  urge  a  similar  sensible  course. 


IT'S  THE  OTHER  WAY  'ROUND 


Youth  is  wasted  on  youth,  according  to  an  old  saying. 
But  I  think  it's  quite  the  other  way  'round— the  advantages 
of  age  are  wasted  on  old  people. 

HO 

According  to  one  of  The  Wall  Street  Journal's  absorbing 
feature  articles,  "American  Express  is  again  left  holding 
the  bag"  in  what  appears  to  be  another  bizarre  fraud- 
though  this  time  the  scale  is  vastly  less  than  in  the  Salad- 
Oil-That- Wasn't  instance. 

Maybe  American  Express  ought  to  insist  that  those  to 

12 


To  be  granted  the  wisdom  that  usually  accrues  from 
several  decades  of  living  while  one  is  actually  young  in 
body  and  spirit— ah!— there's  the  combination! 

HUM 

wliom   they   are   going  to  extend   credit   should   show   a 
BankAmericard  for  identification. 

WEIGHT 

People  who  carry  real  weight  seldom  throw  it  around. 
(And  fat  men  can't  seem  to  throw  it  away.) 

—MALCOLM  S.  FORBES, 

Editor-in-Chief 
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SOME  HERMES  CALCULATE.  SOME  TYPE. 
ONE  DOES  BOTH. 


There  are  eleven  Hermes  Calculators.  All  give 
you  a  credit  balance.  And  all  give  you  a  permanent 
printed  record  of  your  calculations.  Two,  the 
Hermes  1 67  and  367  perform  the  four  basic 
arithmetic  functions. 
The  1 67  comes  with 
memory  storage, 
automatic  recall 
and  constant 


Need  more  sophistication  ?  We  have  three 
electronic  printing  calculators.  One  is  program- 
mable. All  compute  in  milliseconds.  And  print 
answers  at  a  speed  of  80  characters  per  second. 


If  you're  interested  in  typewriters,  we  have 
seven.  You  won't  find  a  better  lightweight  and 
inexpensive  electric  for  your  office  than  the 
Hermes  10.  Like  the  portable  Hermes  3000  and 


heavy  duty  Hermes  Ambassador  Electric,  you  get 
Flying  Red  Margins®' to  show  you  at  a  glance  where 
your  margins  are.  An  unjamming  key  so  your 
fingers  and  paper  don't  get  smudged.  Half  line 
spacing  so  things  like  H20  and  80  degrees  are  more 
accurately  typed  H^O  and  80° 

When  you  want  a  bunch  of  copies,  our  elec- 
trics give  you  nine  crisp  carbons.  Often  saving 
your  secretary  a  trip  to  the  copier. 

And  if  you  need  something  to  speed  your 
invoicing,  there's  our  one  machine  that's  two 
machines.  The  Hermes  F-4  Electronic  Invoicer. 
A  programmed  typewriter  combined  with  an 
\clcctronic  calculator.    M.--^ 


But  perhapsjhe  biggest  advantage  you  gePin 
owning  a  Hermef  is  durability.  Hermes  are  Sva^ss 
engineered.  Parts  are  often  designed  to  do  morCi 
than  one  job.  'Hiis  lets  us  build  fewer  but  gutsier 
clutch  assemblies,  multiplication  wheels,  gears  and 
cogs.  So  every  Hermes  has  just  as  much  brawn  as 
brain.  Whether  it  calculates.  Types.  Or  does  both. 

7/  you  outy  waul  lo  buy  once,  buy  a  Vermes. 


HERMES 


Paillard  Incorporated 

1900  Lower  Road,  Linden,  N.J.  07036. 

Other  products;  Bolex  movie  equipment, 

Hasselblad  cameras  and  accessories. 

Please  send  me  information  on:  Q  Adders  Q  Multipliers 

r~|  Calculators  [H  Electronic  Calculators  □  Programmable 

Electronic  Calculators  O  Electric  Office  Typewriters 

Q  Manual  Office  Typewriters  Q  Portables  Q  Electronic 

Invoicing  Machine 

Name 


Address - 

Title 

City 


-Company. 
State 


-Zip. 


Here's  why  businessmen  are  dialing 

their  own  Long  Distance  calls 
instead  of  calling  person-to-person: 


i 


If  yoti  don't  dial 


If  jou  do 


^3.55  ^1.35 


This  is  the  rate  for  a  three-minute 

coast-tocoast  call  you  place 

person-toperson  through  the  operator 

8a.m.  toSp.m.,  Monday  through  Friday. 


plus  tax 

This  is  the  rate  for  the  call  when 

you  dial  it  yourself  station-to-station 

without  operator  assistance. 

Savings  on  all  interstate,  dial-direct  calls. 


Dial  it  yourself  and  save. 


Examples  of  rates  for  various  types  of  calls  8  a.m.  to  5  p.m.,  Monday  through  Frida/' 

Person-                               Station-to-Station 
\                                                                       to-                        Operator-                      Dial-it- 
!                                                               Person                     Assisted                     Yourself 

■Rates  referred  to  above  and  in  the        ! 
columns  on  the  left  are  for  three- 
minute  calls,  8  am    to  5  p  m  .       ] 
Monday  through  Friday.  Dial-it-      ! 
yourself  rates  apply  on  all  inter- 
state dialed  calls  (without  oper-      ] 
ator  assistance)  from  business  or        ', 
residence  phones  anywhere  in 
the   continental    U.S.    (except        ; 
Alaska)  and  on  calls  placed  with        '. 
an  operator  where  direct-dialing 
facilities  are  not  available.  Dial- 
direct  rates  do  not  apply  to  person-      [ 
to-person,coin,  hotel  guest, credit 
card,   and   collect   calls,   and   on       ; 
calls  charged  to  another  number.      | 
All  rates  plus  tax.                                   '. 

@ 

Atlanta,  Ga. 

toBirnningham,  Ala. 

$1.25 

$    80 

$   .70 

Washington,  DC. 
;              to  Pittsburgh,  Pa. 

1.35 

.85 

.75 

!         Los  Angeles,  Calif, 
to  Phoenix.  Ariz 

1.90 

1  25 

.95 

[         Kansas  City,  Mo 
'.              to  Dallas, Tex 

2  15 

1.35 

1  00 

New  York,  N.Y. 
*              to  Chicago,  III 

240 

1  45 

1.05 

San  Francisco,  Calif, 
to  Philadelphia.  Pa. 

3.55 

1  85 

1.35 

V-X 

Forbes 


One- Way  Street 


How  long  will  the  U.S.  continue  granting  the  Japanese  full  access 
to  our  markets  while  U.  S.  business  is  severely  hamstrung  in  Japan? 


Where  does  free  trade  stop  and  un- 
fair competition  begin? 

Or,  put  it  another  way:  What  kind 
of  a  game  is  it  when  one  contestant 
plays  by  the  rules  and  the  other  fel- 
low makes  up  his  own  rules  as  he 
goes  along? 

For  years  the  great  majority  of 
businessmen  turned  their  backs  on  the 
"bellyachers"— largely  from  the  tex- 
tile and  shoe  industries— who  argued 
for  import  quotas  and  the  like.  But 
that  was  before  the  unique  business- 
government  conglomerate  called  Japan 
Inc.  captured  upwards  of  50%  of  the 
U.S.  radio,  motorcvcle,  electronic  cal- 
culator and  selected  camera  markets 
(to  name  a  few),  and  began  widening 
its  annual  trade  surplus  with  us  to 
around  SI. 5  billion.  Today  Japan  con- 
trols 15%  of  the  total  U.S.  import  mar- 
ket. And  it's  shooting  for  20%  by  1975. 

U.S.  businessmen  aren't  turning 
their  backs  aininore— not  even  tradi- 
tional free-traders.  Says  du  Pont  Pres- 
ident Charles  McCoy:  "We  don't  want 
to  build  walls  to  hide  behind.  We 
only  want  fair  free  trade  with  Japan." 
In  that  sense,  the  growing  sentiment 
among  U.S.  executives  for  some  meas- 
ure of  trade  restraint  is  the  antithesis  of 
America-first  protectionism.  The  new 
plea  is  for  equal  trade  laws  for  all. 

"We  have  to  stop  kidding  ourselves, 
says  President  Ely  Callaway  of  Bur- 
lington Industries.  "The  Japanese  don't 
play  by  our  liberal  rules.  What  in- 
dustry, let  alone  company,  can  com- 
pete with  an  economic  system  that 
fosters  monopolies,  price-fixing  and 
disruptive  trade  practices?" 

"Unless  there  is  a  major  change  in 
our  trade  policy,"  says  Chairman  Jo- 
seph Wright  of  Zenith  Radio  Corp.. 
"about  80%  of  the  U.S.  home  elec- 
tronics industry  will  be  produced  over- 
seas within  three  or  four  years."  Other 
businessmen  estimate  that  by  1976 
imports  could  cause  unemployment  in 
the  U.S.  car  industry  to  increase  15%. 

To  those  who  argue  that  U.S.  re- 
strictions would  trigger  a  trade  war. 
du  Pont's  McCoy  says:  "In  the  give  and 
take  of  international  trade,  there  is 
always  a  trade  war  under  way." 


JAPAN  TRADE 

m  nm  m.,  ntn  york. 


Not  everyone  favors  trade  protec- 
tion. Indeed,  the  Nixon  Administra- 
tion considers  Japan  an  indispensable 
trade  partner  and  key  political  ally. 
Also,  many  companies  have  adapted 
to  the  flow  of  excellent  and  low- 
priced  Japanese  imports  by  relocating 
factories  abroad  where  labor  is  cheap. 
Others  are  hedging  by  either  buy- 
ing shares  in  Japanese  competitors  or 
even  licensing  them.  Such  licenses 
yield  RCA  about  $30  million  a  year. 

Hut  others  with  few  ties  to  Japan, 
including  powerful  unions  and  com- 
panies like  du  Pont,  Monsanto  and  U.S. 
Steel,  are  speaking  up  loud  and  clear 
for  some  degree  of  trade  restraint. 
What  particularly  irks  them  is  that  we 
have  opened  onr  market  to  the  Japa- 
nese, while  allowing  them  to  block  the 
flow  of  U.S.  goods  and  investments 
into  Japan.  That  is  taking  its  toll.  For 
the  day  is  gone  when  clearly  superior 
U.S.  companies  could  win  out  no  mat- 
ter what  the  competition  did. 

By  and  large,  the  last  thing  the 
Americans  want  is  stiff  tariffs  and  im- 
port quotas.  They  would  prefer  really 
free  trade  with  an  open  Japan.  Only  if 
Japan  drags  its  feet,  and  only  then,  do 
they  favor  trade  restrictions.  Unfor- 
tunately, the  Japanese  continue  to  drag 
their  feet. 

In  Japan,  as  the  gross  national 
product    moves    toward    $400    billion 
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by  1975,  economic  growth  is  a  nation- 
al mania.  To  continue  growing  over 
10%  per  year,  the  single-minded  Jap- 
anese are  seeking  a  big  share  of  every 
market  in  sight.  Profits  are  secondary. 
And  the  government  is  right  in  there, 
as   a  sort  of  import-export  manager. 

"Everybody  there,"  says  a  U.S.  ex- 
ecutive, "sings  from  the  same  sheet  of 
music."  You  will  not  find  the  strict 
dividing  line  there— nor  the  antago- 
nism—that has  traditionally  existed  be- 
tween the  government  and  business 
in  America. 

Take  television  sets.  The  Japanese 
have  captmed  30%  of  the  U.S.  market 
largely  by  selling  their  excellent  sets 
here  at  very  low  prices.  How  did  they 
manage  that?  According  to  Treasury 
Department  investigators,  since  1968 
(at  least)  the  Japanese  have  been 
dumping.  That  is,  they  have  report- 


Rising  Retailers  of  the  Rising 
Sun  have  opened  three  stores 
on  New  York's  posh  Fifth  Ave. 


edly  been  selling  their  sets  here  15% 
to  20%  cheaper  than  they  do  back  in 
Japan.  So,  in  effect,  Japanese  consum- 
ers are  subsidizing  the  exports.  And 
since  the  government  blocks  the  im- 
port of  foreign-made  TVs,  consumers 
have  little  choice  but  to  pay  the  in- 
flated TV  prices— or  to  listen  to  radio. 

But,  in  fact,  most  Japanese  pay 
willingly  to  help  their  companies  pene- 
trate the  U.S.  market. 

The  U.S.  TV  makers  tried  to  coun- 
terattack in  the  mid-Sixties  by  export- 
ing their  relatively  inexpensive  con- 
soles to  Japan.  But  Zenith,  Motorola 
and  others  got  nowhere  against  the 
country's  welter  of  official  and  unoffi- 
cial harassments.  For  example,  regu- 
lations serve  to  bar  the  free  entry  of 
necessary  repair  parts. 

Zenith,  among  others,  has  now  re- 
luctantly begun  building  plants  over- 
seas.   Says   Chairman    Wright,   some- 


what bitterly:  "Lacking  some  change 
in  government  trade  policy,  more  and 
more  of  our  productive  facilities  for 
the  U.S.  market  will  be  located  in  for-  , 
eign  countries." 

The  U.S.  television  industry,  down 
from  50  to  about  15  companies,  hasn't 
surrendered  yet.  Under  the  industry's 
urging  the  Treasury  Department  seems 
close  to  imposing  punitive  tariffs  on 
dumped  TVs.  Also,  National  Union 
Electric  Corp.,  which  folded  its  Emer- 
son and  DuMont  plants  last  year, 
is  seeking  $360  million  in  damages 
from  Japan's  seven  leading  TV  mak- 
ers for  dumping.  And  the  plants'  1,500 
former  workers  are  suing  the  same 
seven  for  $68  million.  The  suits  name 
Sony,  Toshiba,  Sharp,  Matsushita,  Hi- 
tachi, Mitsubishi  and  Sanyo. 

Interestingly,  coordinating  defense 
counsel  for  the  Japanese  is  reportedly 
Mudge,  Rose,  Guthrie  &  Alexander, 
the  former  law  firm  of  President  Nixon 
and  Attorney  General  John  Mitchell. 
Mitchell  has  the  duty  of  enforcing 
the  criminal  statute  on  dumping.  In 
that  same  vein,  the  President's  assis- 
tant for  international  economic  affairs 
is  from  Bell  &  Howell,  a  company  with 
ties  to  Japan. 

Apparently,  Japan's  general  trade 
strategy  isn't  limited  to  TVs.  Since 
1970,  U.S.  busines.smen  have  filed 
complaints  accusing  the  Japanese  of 
dumping  about  ten  items.  For  exam- 
ple, Allegheny  Ludlum  President  Rog- 
er Ahlbrandt  charges  flatly  that  the 
Japanese  are  dumping  stainless  steel 
products. 

Planes,  Computers  and  Cars 

What  Japan  did  in  labor-intensive 
fields  like  textiles,  it  is  now  trying  to 
duplicate    in    even    richer    industries: 

•  In  aircraft,  Mitsubishi  is  building 
its  MU-2  in  a  Texas  factory.  Mean- 
while, U.S.  light  aircraft  are  on  Japan's 
import  quota  list  (along  with  128  oth- 
er products  ranging  from  integrated 
circuits  to  canned  pineapple).  That 
means  Japanese  buyers  must  seek  im- 
port quota  certificates  from  the  Min- 
istry of  International  Trade  &  Industry 
(MITI)  for  every  U.S. -made  plane.  In 
the  process,  it  is  safe  to  assume  that 
friendly  MITI  officials  might  remind 
the  buyers  that  Japanese  companies 
make  planes  too. 

•  In  computers,  these  same  import 
certificates  iU'e  needed.  Because  of 
such  barriers,  U.S.  companies  like  Dig- 
ital Equipment  Corp.,  which  controls 
about  70%  of  the  world  minicomputer 
market,  has  only  a  2%  .share  of  Japan's 
market.  Even  IBM,  one  of  the  few 
foreign  firms  with  a  profitable  100% 
subsidiary  in  Japan,  has  its  troubles. 
To  date  IBM  has  agreed  to  license 
its  Japanese  competitors,  and  it  has 
limited    its    Japanese    production    to 


small-  and  medium-sized  machines. 
Reportedly,  it  also  destroys  used  com- 
puters returned  to  the  company.  Not 
surprisingly,  IBM's  market  share  has 
steadily  shrunk  to  about  25%.  At  the 
same  time,  the  government  is  pressur- 
ing its  six  fledgling  computer  makers 
to  consolidate  and  enter  the  world 
market.  One  company,  Fujitsu,  is  al- 
ready selling  here. 

•  In  semiconductors,  the  govern- 
ment has  prevented  both  Texas  Instru- 
nients  and  Motorola  from  establishing 
wholly  owned  subsidiaries  there.  Fair- 
child  Camera  is  trying  an  end  run 
by  creating  a  100%-owned  subsidiary 
in  Okinawa  which  is  expected  to  soon 
become  part  of  Japan.  But  one  Japan- 
watcher  says:  "The  Japanese  will  boot 
Fairchild  out.  When  they  own  the 
land,  they  make  the  rules." 

•  In  autos,  everybody  knows  about 
the  U.S.  growth  of  Datsun  and  Toy- 
ota. But  our  Big  Three's  move  into 
Japan  is  another  story.  For  years,  they 
got  nowhere.  Then,  appropriately 
enough  this  April  Fool's  Day,  MITI 
"liberalized"  its  investment  regulations. 
But  now  it  seems  that  the  Detroit  au- 
to makers  will  have  to  wait  about 
three  years  to  buy  up  to  35%  of  Japan's 
weak-sister  car  makers.  By  then,  some 
experts  predict,  the  Japanese  market 
will  be  satmated. 

The  Japanese  plead  for  patience 
and  stress  that  they  are  chang- 
ing. They  add  that  if  they  threw 
open  their  doors  today,  big  U.S.  com- 
panies would  overwhelm  their  fragile 
economy.  Apparently,  the  Japanese 
don't  realize  that  they  are  big  boys 
now. 

Despite  the  obvious  trouble  of  deal- 
ing with  the  Japanese,  executives  from 
a  score  of  companies  interviewed  by 
Forbes  put  a  good  face  on  their  ex- 
periences—on the  record.  Off  the  rec- 
ord, however,  they  called  their  trade 
partners  names  that  would  make 
Spiro  Agnew  blush. 

Why  are  so  many  U.S.  businessmen 
reluctant  to  speak  out?  Some  are  hon- 
estly unaware  of  any  basic  threat  from 
the  Japanese.  Others  hesitate  to  buck 
government  policy,  which  has  favored 
free  trade— with  the  notable  excep- 
tion of  President  Nixon's  promise  to 
aid  textiles.  Still  others  are  afraid  of 
encouraging  old-line  protectionists 
and  actually  damaging  free  trade.  Al- 
so, it  may  be  tough  for  some  Ameri- 
cans to  admit— out  loud— that  foreign 
competition  is  something  to  worry 
about.  Though  it  is. 

More  than  100  years  ago.  Commo- 
dore Perry's  gunboats  forced  the  Jap- 
anese to  let  foreigners  do  business  on 
their  soil.  Perhaps  the  more  modern 
but  equally  blunt  weapons  of  tariffs 
and  quotas  will  have  to  be  trotted  out 
to  do  the  same  job  today.  ■ 
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Rendering  the  Rest  of  the  Bill 

Wall  Street  will  hear  more  of  the  1969-70  debacle— from  Congress. 


As     THE     SECURITIES     INDUSTRY     Stlllg- 

L;les  back  to  nomial  after  a  horren- 
lous  bear  market  and  a  series  of  ma- 
jor changes  in  the  commission  struc- 
ture. Congress  is  readying  another 
round  of  reform  that  may  make 
what  has  already  happened  look  like 
child's  play. 

Congress  was  shaken  by  what  hap- 
pened on  Wall  Street  in  1969  and  1970. 
It  was  shaken  because  its  constituents 
were  shaken— by  Penn  Central,  by  the 
conglomerates,  by  disclosures  about 
abuses  in  mutual  funds  and  in  loose 
accounting  and  disclosure  procedures. 

"They  lulled  us;  I  guess  during  the 
rising  market  of  the  Si.\ties,  everybody 
was  lulled,"  says  Senator  Harrison  A. 
WiHiams  Jr.  (Dem.,  N.J.),  whose  Sen- 
ate Securities  Subcommittee  will  prob- 
ably produce  the  first  of  the  reorgani- 
zation bills  for  the  securities  business. 

Many  congressmen  are  talking 
about  tougher  rules  and  more— much 
more— federal  regulation. 

"I'm  not  so  sure  that  self-regula- 
tion ever  really  worked  at  all,"  Rep- 
resentative John  E.  Moss  (Dem., 
Calif.),  who  will  chair  the  House  Com- 
merce &  Finance  Subcommittee  hear- 
ings, told  Forbes.  "The  recent  stress 
on  the  market  has  brought  out  prob- 
lems that  go  a  lot  deeper  than  their 
economic  impact." 

"The  basic  relationship  between 
Congress  and  the  industry— self-regu- 
lation with  SEC  oversight— was  set  in 
the  1930s  and  hasn't  been  changed 
or  evaluated  since,"  Senator  \\'illiams 
adds.  "The  question  is  whether  Con- 
gress can  allow  what  is  in  effect  a 
trade  association  [i.e.,  the  New  York 
Stock  Exchange]  to  do  our  job  much 
longer.  I  think  that  after  Congress 
passed  the  Investor  Insurance  bill,  it 
broke  down  the  dam  against  greater 
government  involvement." 

Good  PolHks 

The  year  and  a  half  ahead  is  a 
Presidential  election  year  that  will  see 
fully  one-third  of  the  Senate  and  the 
entire  House  trying  to  make  points 
with  the  voting  public.  With  30  mil- 
lion shareholders  and  the  industry 
itself,  with  its  potential  for  large  cam- 
paign support,  there  is  political  hay 
to  be  gathered  from  stock  market  re- 
form. Two  separate  efforts,  one  con- 
ducted by  former  Federal  Reserve 
Chairman  William  McChesney  Mar- 
tin for  the  New  York  Stock  Exchange 
and  a  recodification  of  existing  se- 
curity laws  by  the  American  Law  In- 
stitute, are  already  under  way. 

"I   have    people    who    have   never 
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bought  a  share  of  stock  in  their  life 
upset  and  writing  to  me,"  a  congress- 
man not  involved  in  the  investigation 
told  Forbes.  "The  stock  market  is 
some  sort  of  symbol  to  the  country, 
and  when  it  acts  up,  people  get  upset, 
and  I  don't  like  people  to  be  upset." 

With  that  kind  of  pressure.  Con- 
gress is  unlikely  to  dawdle.  It  took  the 
lawmakers  from  the  Securities  Act  of 
1933  through  the  Investment  Advisers 
Act  of  1940  to  set  the  current  frame- 
work. The  renovation  should  take 
about  half  that  long. 

"I  would  hope  to  be  able  to  report 
back  a  bill  within  the  year  and  a  half 
left  to  this  Congress,"  Representative 
Moss  says.  But  Senator  Williams,  whose 
panel  has  a  better  performance  rec- 
ord on  last  year's  mutual  fund  and  in- 
surance bills,  concedes  he  may  not 
draft  legislation  until  the  93rd  Con- 
gress convenes  in  1973. 

Much  of  the  time  of  both  com- 
mittees will  be  taken  up  with  the 
thorny,  practical  cjuestions  of  main- 
taining an  orderly  marketplace— back 
office  problems,  free  credit  balances, 
segregated  accounts,  unbundling  of 
services,  financial  standards  and  entry 
and  membership  rules.  More  signifi- 
cant, however,  will  be  the  direction 
that  Congress  takes  on  two  key  policy 
points:  the  establishment  of  a  nation- 
al stock  exchange  network  and  the  fu- 
ture role  of  the  SEC. 

At  least  two  of  the  SEC's  five-man 
commission  openly  concede  the  agency 
has  failed  to  keep  up  adequate  surveil- 


Revived  Interest.  "The  SEC 
lacks  the  capability  for  on-go- 
ing research;  it  shouldn't  have 
to  rely  on  special  studies  every 
few  years,"  says  Economist 
Donald  E.  Farrer.  Criticisms  of 
the  SEC  in  his  recent  institu- 
tional investor  study  now  are 
getting  congressional  attention. 


lance  of  the  industry.  One  commis- 
sioner, who  is  considering  resigning 
before  his  term  expires,  said,  "There 
is  a  very  real  dissatisfaction  with  self- 
regulation  and  the  way  it  has  been 
administered  within  the  Commission. 
The  administrative  changes  that  we 
are  making  on  disclosure,  for  example, 
really  only  give  Congress  a  little 
time  to  do  the  legislative  job  right." 

Congress,  particularly  the  Moss 
Committee,  will  certainly  focus  on 
new  and  tougher  standards  of  corpo- 
rate reporting  to  stockholders.  It  may 
end  up  legislating  the  remaining  un- 
used portions  of  the  SEC's  own  rec- 
ommendations for  providing  more  in- 
vestor information,  drafted  by  former 
Commissioner  Francis  M.  Wheat. 

Commissioner  James  J.  Needham, 
a  Nixon  appointee,  has  been  publicly 
calling  on  Congress  to  disband  the 
Commission  and  appoint  a  single  se- 
curities exchange  administrator— a  pro- 
posal also  made  by  the  President's  Ash 
Commission  on  Government  Reorgani- 
zation. In  addition,  Needham  wants 
the  SEC's  quasi-judicial  hearing  sys- 
tem transferred  to  a  separate  federal 
court  system  and  the  agency  itself 
"regionalized"  so  that  its  offices  will 
be  in  closer  contact  with  the  national 
market  of  the  future. 

The  national  marketplace,  a  single, 
computer-tied  network  reaching  into 
any  city  of  the  nation,  could  emerge. 

"We're  going  to  have  to  get  behind 
a  national  market  despite  the  road- 
blocks you  can  expect  from  Wall 
Street,"  a  House  committee  staff  aide 
told  Forbes.  "You  take  the  NASDAQ 
(National  Association  of  Securities 
Dealers  Automated  Quotations)  sys- 
tem for  over-the-counter  stocks  and 
just  expand  it.  It  would  go  a  long  way 
toward  offering  the  level  of  service  and 
surveillance  that  Congress  will  want 
from  now  on." 

Congress  could  end  up  speeding  the 
advent  of  a  marketplace  where  share- 
holders hold  their  securities  in  the 
form  of  computer  cards  and  shop  for 
a  broker  among  banks,  insurance 
companies  or  even  a  recent  graduate 
of  the  federal  securities  adviser  ex- 
amination. Wall  Street  will  fight  most 
of  the  proposals.  It  will  suceed  in 
moderating  some  and  delaying  others. 
But  the  handwriting  is  on  the  wall  for 
greater  government  control. 

Wall  Street— which  has  not  for- 
gotten the  publicity  surrounding  the 
Pecora  investigation  of  1933  or  the 
Fulbright  study  of  1954— can  expect 
little  peace  between  now  and  Novem- 
ber 1972.  ■ 
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What  Would  J.P.  Do  Now? 

Morgan  Guaranty  is  doing  very  well  these  days,  but 
is  its  style  of  banking  an  idea  whose  time  has  fled? 


Wholesale  banklng  means  making 
loans  to  the  largest  coipoiations,  with 
split-second,  over-the-phone  decision- 
making; it  does  not  mean  fiddling 
around  with  the  accounts  of  little  old 
ladies  who  write  two  checks  a  month, 
or  pro\iding  S  1,800  to  parents  who 
must  get  Johnny's  teeth  fixed. 

|.  Pierpont  Morgan  built  a  tradi- 
tion—and a  lordly  hanking  house— by 
doing  '■()nl\-  first-class  business,  and 
that  in  a  first-class  way,"  with  turn- 
of-the-century  industrial  and  financial 
magnates.  Then,  wholesale  banking 
was  where  it  was  at.  Today?  Well, 
the  union  of  J. P.  Morgan  &  Co.  and 
Guaranty  Trust  Co.  may  have  looked 
precedent-setting  to  both  parties  in 
19.59,  but  it  doesn't  look  that  great 
a  combination  for  Morgan  Guaranty's 
immediate  futiu'e. 

Why  not?  Because  for  $13-billion- 
assets  Morgan  Guarant\',  wholesale 
banking  is  still  where  it's  at.  But  Penn 
Central?  Lockheed?  Large  U.S.  corpo- 
rations in  a  slack  economy?  Brokers 
and  dealers  loans  in  a  suspect  stock 
market?  Tme,  the  tmst  business  is 
nice  enough  in  a  steady,  conservative 
sort  of  way.  But  that  side  of  the  op- 
eration cannot  subsidize  or  offset  $25 


million  lost  on  one  Penn  Central  note, 
or  make  up  for  lost  business  in  a  de- 
pressed but  inHation-rife  economy,  an 
economy  where  the  consumer,  rather 
than  the  big  corporation,  is  looked  to 
for  the  spark. 

Eye  on  the  Spread 

To  understand  Morgan  Guaranty, 
look  on  it  as  an  unusually  high-class 
finance  company.  It  deals  in  money, 
borrowing  at  one  rate  and  lending  at 
another  and  higher  one.  The  business 
of  getting  the  spread  between  the  bor- 
rowing rate  and  the  lending  rate  calls 
for  a  degree  of  judgment  on  the  va- 
garies of  interest  rates  that  has  earned 
Morgan  Guaranty  a  well-deserved 
reputation.  Anyone  who  questions  it 
has  but  to  look  at  the  firm's  perfor- 
mance in  1970's  bond  market,  adding 
over  $30  million  to  earnings  above  the 
previous  year's  bond  performance. 

But  this  reputation  for  judgment, 
exquisite  though  it  may  be  for  the 
money  market,  does  not  of  itself  guar- 
antee farsightedness  in  plotting  Mor- 
gan Guarantee's  futme  as  New  York's 
fourth-largest  and  the  world's  sLxth- 
largest  bank. 

In  fact,  by  its  expertise  in  the  low- 


cost,  big-loan  business,  Morgan  may 
have  painted  itself  into  a  corner:  The 
company  is  excessively  tied  to  one 
rather  volatile  part  of  the  banking 
business.  So  thin  was  the  1970  over- 
all spread  between  the  price  Morgan 
paid    for    money    and    the    price    at 


Lower  Altitude 

Northwest  Airlines,  long  a  high- flyer,  is  a  high- flyer  no  longer. 


The  prevailng  avisdom  has  always 
held  that  if  any  airline  was  poised  for 
a  quick  comeback  from  the  industr)''s 
profit  crisis,  it  was  St.  Paul-based 
Northwest  Airlines:  One  of  the  lowest 
debt/ equity  ratios  in  the  business.  All 
those  juicy  long-haul  routes  across  the 
northern  U.S.  and  on  to  the  Far  East. 
The  Spartan  operating  style  of  Presi- 
dent Donald  W.  Nyrop.  Huge  mili- 
tary cargo  revenues  to  Vietnam. 

That  conviction  seemed  to  be  rein- 
forced by  Northwest's  performance 
last  year.  Despite  a  strike  by  reserva- 
tion clerks  and  passenger  agents  that 
reduced  its  flights  to  20'i  of  normal 
levels  for  five  months.  Northwest's 
profits  fell  only  14%  to  $44.4  million 
on  revenues  of  8379  million. 

But  anyone  who  thinks  Northwest 
is  home  free  in  the  current  airline 
mess  had  better  look  again.  Its  prob- 
lems only  look  less  serious  because  its 
competitors*  problems  are  so  great 
Last  year's  earnings  drop  was  a  con- 
sequence of  the  strike.  But  this  \t  ;ir— 


strike  or  no  strike— Northwest  is  going 
to  be  hard  put  to  avoid  another  earn- 
ings slide.  This  would  be  the  fourth 
in  a  row  for  the  airline  which  used  to 
be  regarded  (along  with  Delta)  as  the 
strongest  in  the  industry. 

Take  that  highly  regarded  debt 
ratio,  for  instance.  A  year  or  so  ago  it 
was  low,  about  26%  of  its  stockholders' 
equity.  But  during  1970,  what  with 
taking  deliven.'  on  11  Boeing  747s  and 
making  progress  payments  on  14  Mc- 
Donnell Douglas  DC-lOs  for  future 
deliveiy,  Northwest's  debt  load  has 
more  than  doubled,  from  S112  mil- 
lion to  8261  million.  That  has  pushed 
its  debt/ equity  ratio  up  to  around 
55%-still  below  the  162%  industr\' 
average,  but  far  from  comforting. 

Other  worries  have  also  cropped 
up  during  the  past  >ear  or  so.  Hawaii, 
for  example.  In  the  fall  of  1969  the 
Civil  Aeronautics  Board,  which  Nyrop 
chaired  before  taking  over  North- 
west in  1954,  certified  Northwest  and 
fi\e  other  new  carriers  on  the  West 


Coast-to-Hawaii  runs  that  until  then 
had  been  the  private  preserve  of 
United  and  Pan  American.  The  move 
coincided  with  a  sharp  slump  in 
Hawaii's  tourist  traffic.  Very  quickly 
it  became  a  case  of  too  many  airlines, 
too  many  planes  and  too  few  passen- 
gers. By  the  end  of  last  year  the 
Hawaii  carriers  were  filling  only  40% 
of  their  seats,  against  an  average  of 
around  50%  for  the  industry  overall, 
and  they  were  still  adding  flights. 
Northwest's  own  load  factor  on  that 
route  dropped  to  just  over  36%,  and 
even  Northwest,  with  one  of  the  low- 
est break-even  points  in  the  business, 
can't  make  money  flying  one-third  full. 

Then  there  was  the  strike  itself, 
which  chopped  Northwest's  passenger 
traffic  for  1970  by  one-third.  Some  of 
the  pain  was  reduced  by  the  $46.3 
million  in  mutual  aid  payments  it  re- 
ceived from  other  airlines.  Meantime, 
however,  its  former  passengers  got 
used  to  flying  competing  airlines 
whose  sei-vice  is  almost  alwa\'s  more 
impressive  than  Northwest's.  After  all 
this  trouble,  Nyrop  in  the  end  had  to 
settle  for  a  37%  wage  increase  plus 
an  8%  to  10%  rise  in  fringe  benefits. 

For  a  while  Nyrop  still  had  an  ace 
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whicli  it  lent  mone% ,  that  Morgan's  in- 
come from  all  1970  loans  was  only 
SI  million  higher  than  1969's  $341 
million.  Morgan's  daily  U.S.  loan  aver- 
age to  commercial  and  industrial 
clients  was  only  S6  million  higher  than 
1969's  average  of  just  under  S3  bil- 
lion, while  loans  to  brokers  and  deal- 
ers were  down  17.5?,  or  S65  million, 
from  1969's  daily  S428  million. 

Apparendy,  Morgan  did  better  over- 
seas: In  1970,  Europe,  for  one,  had 
not  >et  started  to  feel  the  reces- 
sion pinch  that  had  already  hit  com- 
mercial and  industrial  loans  here.  This 
year,  Europe  is  slowing  drastically  too. 

Add  to  the  business  slowdown  Mor- 
gan Guaranty's  S12..5-million  write-off 
on  a  sour  S2.5-million  loan  to  Penn 
Central  Transportation  Corp.  (it  also 
holds  a  S26-million  Lockheed  loan). 
Not  since  1963.  when  Morgan  Guar- 
anty' wTote  off  S4.4  million— much  of 
it  as  a  result  of  the  salad  oil  scandal 
—has  the  company  taken  such  a  drub- 
bing. .\nd  there  is  still  the  other  $12.5 
million  of  Penn  Central  write-off  to 
worr\  about. 

Hole  Card 

But  look  at  what  Morgan  Guaran- 
t>  s  money  managers  did  in  the  bond 
market:  Total  operating  income  in 
1970  was  up  10.5?,  from  S513  mil- 
lion to  S567  million.  But  a  full  $32 
million,  or  60?  of  that  gain,  came 
from  a  killing  Morgan  made  in  a  once- 


A  Considered  Reply .. . 


John  M.  Meyer 
Jr.,  64,  chairman 
and  chief  executive 
of  Morgan  Guaran- 
ty Trust,  is  a  Mid- 
westemer  who  stud- 
ies his  pipe  be- 
fore he  puffs,  and 
studies  a  question 
before  answering  it. 
Does  Morgan  have 
a  futiue  as  a  whole- 
sale banker?  Pause. 
"I  think  so,"  he  told 
Forbes.  "We  ask 
ourselves  that  ques- 
tion every  morning 
at  breakfast.  We 
look  at  the  commercial  banks,  and 
there  are  times  when  we  feel  we 
are  missing  something,  and  times 
when  we  feel  we  are  not." 

Would    Morgan    ever    go    into 
commercial   banking?  Pause.   Puff. 


John  M.  Meyer  Jr 


"We  don't  think  we 
could  make  money 
at  it.  But  this  is  a 
judgment  to  be 
made  each  time  the 
question  comes  up.  I 
think  we  are  in  the 
right  kind  of  busi- 
ness now.  We  have 
the  capital,  we  have 
excellent  people." 
He  cited  the  bank's 
rising  earnings  per 
share,  and  its 
growth  in  assets, 
from  $4.1  billion  to 
$13  billion,  since  the 
1959  merger  of  J.P. 
Morgan  &  Co.  with  Guaranty  Trust. 
"We  know  our  business, "  Meyer 
continued.  Pause.  Puff.  Pause  (as 
he  searched  for  another  book  of 
matches ) .  "And  I  think  we're  rath- 
er good  at  it." 


in-a-decade  bond  market.  It  was  so 
great  a  killing  that  unrealized  year- 
end  bond  profits  will  be  underpinning 
earnings  through  197rs  first  half. 

Morgan  Guaranty's  1970  earnings 
per  share  looked  quite  handsome  at 
S4.73,  up  a  comfy  24%,  as  did  first- 
quarter   1971   earnings,   up  34?.   But 


what  about  late  1971?  And  1972? 
With  no  branch  banking,  no  consum- 
er loans,  no  home  mortgages,  no  lit- 
tle old  ladies  or  orthodontists'  bills,  is 
Morgan  Guaranty  hoeing  too  narrow  a 
trench? 

What  would  the  great  J.P.  Morgan 
have  done  next?  ■ 


in  the  hole:  the  merger  deal  he  had 
cooked  up  late  in  1969  with  ailing 
Northeast  Airlines.  On  the  face  of  it. 
Northeast  was  hardly  an  attractive 
acquisition  candidate.  It  has  lost  $50 
million  over  the  last  four  years,  it 
carries  a  staggering  $70  million  in 
debt  and  has  a  negative  stockholders' 
equit\-  of  $33  million.  What  intrigued 
Nyrop,  however,  was  the  potentially 
lucrative  Miami-to-Los  Angeles  route 
Northeast  had  just  been  awarded.  But 
several  weeks  ago  the  deal  went  up  in 
smoke.  The  CAB  ruled  that,  with 
Northwest  as  its  owner.  Northeast 
could  not  have  the  Miami-Los  Angeles 
route.  Nyrop  quickly  backed  away. 
So  in  the  short  space  of  18  months 
Nyrop  has  stumbled  thrice.  He  got 
bogged  down  in  Hawaii,  took  a  costly 
strike  and  lost  the  merger  that  might 
have  erased  the  sting  of  other  set- 
backs. W'hat's  more,  his  debt  has 
gone  way  up  and  his  military  cargo 
business  has  gone  way  down— from 
$38  million  in  1968  to  $17.4  milhon. 
He's  not  exactly  on  the  ropes,  espe- 
cially by  comparison  with  most  of  his 
competitors.  But  Northwest  today  isn't 
the  same  quick-comeback  candidate 
it  was  a  year  ago.   ■ 


NORTHWEST  AIRLINES 
DEPARTURES 
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Disney  Dollars 

If  you  think  Disney  World  is  an  exciting  and  imagina- 
tive concept,  wait  until  you  hear  about  the  financing. 


The  financial  story  behind  Walt 
Disney  World  is  almost  as  fantastic 
as  the  physical  development  itself.  In 
spite  of  runaway  inflation  in  the  con- 
struction trade,  Walt  Disney  Produc- 
tions will  end  up  building  and  owning 
nearly  all  of  a  $320-million  piece  of 
property,  without  having  incurred  a 
penny  of  long-term  debt  in  the  process. 

Walt  Disney  World— as  by  now 
nearly  every  American  knows— is  a  for- 
midable amusement  park-resort-realty 
development  near  Orlando,  Fla.  Roy 
O.  Disney,  Walt's  canny  older  brother 
and  chairman  of  the  company,  some- 
times calls  it  Disneyland  East.  That's 
because  its  40  major  attractions  in 
such  theme  areas  as  Main  Street,  Fron- 
tierland  and  Fantasyland  are  similar  to 
those  in  Disneyland  West.  The  first 
Disneyland  transformed  the  sleepy  city 
of  Anaheim,  Calif.— and  the  dying 
amusement  park  business  for  that  mat- 
ter—when Walt  hocked  his  life  insur- 
ance to  make  it  a  reality  in  1955. 

Disney  World  is  different  in  its  fi- 
nancing and  in  another  important  re- 
spect from  Disneyland.  Whereas  Dis- 
neyland straddles  only  289  acres  in 
Anaheim,  Disney  World  has  27,400 
acres  of  central  Florida  ranch  and 
swampland.  California's  Disneyland  is 
surrounded  by  non-Disney  hotels,  mo- 
tels and  pizza,  hamburger  and  taco 
parlors.  Not  so  Florida's  Disney 
World:  Disney's  own  construction  firm 
is  putting  the  Florida  project  togeth- 
er four  miles  within  the  boundaries  of 
Disney  country,  where  the  company 
owns  everything.  It  in  effect  runs  its 
own  governmental  units  and  even 
controls  the  local  telephone  company. 

Before  he  died  in  1966,  Walt  Dis- 
ney picked  two  executives  to  organize 
Disneyland,  Donn  B.  Tatum,  58, 
president  and  vice  chairman,  and  E. 
Cardon  Walker,  55,  executive  vice 
president  and  chief  operating  officer. 
This  time  they  mean  to  keep  all  the 
goodies  for  Disney.  "In  Disneyland,  we 
found  we  had  created  an  economic 
dynamism  in  the  area,  a  $250-million 
business  in  hotels  and  other  attrac- 
tions," says  Walker.  "This  time  we 
said,  'If  we  go  to  the  right  new  place, 
it  must  be  a  destination  place'  " 

Disney  World's  amusement  park- 
lesort  will  occupy  onlN'  2,500  acres. 
Another  7,500  acres  ha\c  l.t-en  set 
aside  in  the  Reed\'  Creek  swamp  for 
conservationists  to  explore.  V,\\\.  for 
much  of  the  remainder,  Disney  plans 
real  estate  developments.  Someday  tliis 
will  culminate  in  a  somewhat  mvsti- 


cal,  yet-to-be-financed  Experimental 
Prototype  Community  of  Tomorrow, 
where  citizens  are  to  ride  on  the  same 
kind  of  high-speed  monorail  as  circles 
the  new  park  and  drop  their  trash 
down  a  similar  vacuum-type  system. 
(AVAC).  Some  observers  expect  that 
EPCOT's  population  will  be  waited 
on   by   the  same   type   of   computer- 


run  figures  who  will  stage  many  of 
the  daily  shows  in  Disney  World. 
(This  is  eerily  anticipated  in  "It's  a 
Small  World"  where  300  doll-like  ani- 
mated children  sing  and  dance. ) 

The  real  estate  program  was  in  the 
plan  from  the  time  Walt  and  Roy  be- 
gan plotting  out  a  Disney  World  in 
1958.  By  then  they  had  seen  what 
happened  to  Anaheim,  and  promoters 
around  the  world  were  seeking  their 
favor.  Real  estate  development  was  a 
key  part  of  the  concept,  too,  when  in 
about  the  same  year,  Disney  thought 
seriously  of  developing  with  RCA  a 
12,000-acre  plot  at  North  Palm 
Beach.  The  concept  fell  through,  but 
by  now  the  whole  Disne\-  organization 
was  getting  the  bug  for  real  estate 
development. 

Richard  Schickel,  the  author  of  an 
incisive  Disney  biography.  The  Dis- 
ney Veisiot},  thinks  this  was  Walt's 
basic  bent.  He  sees  Disney  as  a  kind 


of  crazy  real  estate  developer  at  heart. 
"It's  a  special  kind  of  madness  that 
passes  for  normalcy,"  says  Schickel. 
"When  this  guy  sank  his  teeth  into 
one  of  these  projects,  he  never  let 
go."  The  Disney  organization  is  emu- 
lating his  tenacity  in  trying  to  open 
the  park  by  Oct.  1,  though  with  some 
elements  unfinished. 

Roy  Disney,  now  77,  who  advised 
his  brother  on  financial  matters  ever 
since  Walt  came  to  Hollywood  from 
Kansas  City  during  the  Twenties,  says 
of  him:  "He  was  in  love  with  the 
Florida  project  from  the  start  because 
of  all  the  water.  He  explored  every 
inch.  He  knew  the  water  would  at- 
tract vacation-minded  people. 

"I  think,"  Roy  adds,  "that  we  will 
make  a  lot  more  on  the  land  than  we 
ever  will  in  the  park.  The  development 
of  this  20,000  acres  gives  us  a  future. 
And  we  will  keep  that  future  right  in 
our  own  company." 

If  Disney  World  was  Walt's  con- 
ception, the  financing  was  Roy's.  And 
a    marvelous,    bold    and    imaginati\e 


job  of  financing  it  was.  U.S.  Steel  is 
building  the  two  hotels  going  up  at 
the  park.  Coca-Cola  is  sponsoring  the 
fast-service  restaurant.  RCA  has  set 
up  computers  to  monitor  Disney 
World's  complex  service  operations. 
Some  two  dozen  fiims,  including  East- 
ern Air  Lines  and  Gulf  Oil,  "official' 
companies  for  Disney  World,  will  pay 
to  have  their  names  represented  there 
But  everything  else  is  pure  Disney 
Disney-owned.  Disney-run. 

The  project  is  expected  to  cost  al 
least  $320  million  by  opening  day 
Some  $230  million  of  that  will  come 
out  of  Disney  pockets.  Roy  Disney  paic 
the  first  installments  when  convertiblt 
debenture  issues  of  $40  million,  anc 
then  $50  million,  were  sold  in  1966 
and  1969.  They  were  retired  when  the 
price  of  the  stock,  stimulated  by  vr 
sions  of  Disney  World  profits,  movec 
above  the  conversion  price.  The  stocl 
continued  to  go  up.  In  January  Dis 
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nned.  That's  what  Roy  O.  Disney  (far 
alls   the    almost   debt-free   financing   of 

Productions'  $320-million  Florida  proj- 
resident   Donn    8.   latum   and   Executive 

resident  E.  Cardan  Walker  (left)  fig- 
e    equity    funding    will    permit    Disney 

fo  turn  out  much  as  Walt  Disney  had 
dreamed    it    should— even     including 

■  nd  hideaway  reminiscent  of  the 
ukippi     River     country     that     he     loved. 


iiey  marketed  a  $72-million  com- 
mon stock  issue.  Part  went  to  retire  $7 
million  drawn  down  from  a  $50-mil- 
lion  credit  line  with  Bank  of  America, 
Disney's  long-time  backer.  As  of  last 
month,  with  Disney  World  85%  com- 
pleted, the  Disney  company  was  vir- 
tually debt  free. 

"Come  October,"  Executive  Vice 
President  Walker  told  Forbes'  Robert 
Banks  in  Los  Angeles,  "we'll  have  no 
long-term  debt,  a  minor  amount  of 
bank  credit.  The  project  will  be  open, 
and  our  plans  will  be  under  way  for 
the  ne.xt  move  in  Disneyland  and  with 
our  motion  picture  and  television  pro- 
grams (a  release  schedule  of  about 
five  new  low-budget  films  a  year  is 
planned)."  Says  Walker,  "I  think  it's 
really  quite  remarkable." 

Expecially  remarkable,  considering 
inflation.  "The  project,  as  it  finally 
evolved,  will  cost  40%  more  than  we 
expected,"  says  Roy  Disney.  "You  just 
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can't  plan  the  cost  of  any  darn  thing 
these  days." 

Perhaps  not,  but  if  you're  Roy  Dis- 
ney, you  can  beat  rising  costs.  By  sell- 
ing common  stock  and  convertibles 
into  a  market  that  put  a  high  and  ris- 
ing premium  on  Disney  stock,  he,  in 
efiFect,  passed  the  inflationary  costs  on 
to  the  investing  public. 

The  three-stage  financing  in  1968- 
69  and  1971  raised  more  than  $160 
million.  Because  Disney  stock  sold  for 
between  30  and  50  times  earnings,  the 
equity  dilution  involved  was  remark- 
ably small.  The  new  stockholders,  in 
effect,  contributed  half  of  the  compa- 
ny's current  equity  and  yet  ended  up 
with  only  about  25%  of  the  company. 

Since  Walt  Disney  pays  only  nomi- 
nal dividends,  the  carrying  cost  of  the 
new  money  is  very  slight— about 
$660,000  a  year  in  cash  dividends, 
for  an  effective  cost  of  0.4%  after 
taxes.  What  would  have  happened  to 
the  company  had  it  been  financing 
Disney  World  with  the  12%  construc- 
tion money  of  last  year? 

What  with  the  public  financing  and 
retained  earnings,  Disney  has  already 
paid  its  share  of  the  Disney  World 
costs.  The  balance  of  $320  million  is 
in  the  two  hotels  that  a  new  U.S.  Steel 
division  is  building  and  will  lease  back 
to  Disney.  Originally  budgeted  at  $60 


million.  President  Tatuni  now  puts 
theii-  cost  at  $80  million  plus.  "I  think 
they  must  be  the  most  expensive  hotels 
ever  buflt,"  says  Roy  Disney. 

The  hotels  will  conform  to  the  the- 
matic designs  that  Walt  conceived 
for  them.  One,  a  daring  14-story  A- 
frame,  will  have  the  monorail  unload- 
ing within  its  90-foot-high  lobby,  fea- 
turing two  huge  tile  murals.  The  oth- 
er is  a  South  Seas-style  hotel  vaguely 
reminiscent  of  Polynesia.  Both  jobs 
give  U.S.  Steel  a  chance  to  try  out 
modular  room  construction  techniques 
in  a  nearby  assembly  plant.  Only  not 
as  much  as  first  expected.  "We  are 
limited  to  354  modular  rooms  in  the 
tower  of  the  contemporary,"  explains 
Joseph  R.  Dembeck,  president  of  USS 
Realty  Development.  "The  lower  five 
floors  are  given  over  to  convention 
space,  ballrooms,  restaurants,  that 
sort  of  thing.  When  you  figure  the  cost 
per  room,  it's  high.  But  that's  the  way 
the  Disney  people  wanted  it.  The  con- 
temporaiy  is  their  flagship." 

Still  to  be  decided  is  who  will  incur 
the  $20-million  overrun.  But  it  is  ex- 
pected most  of  it  will  be  charged  by 
Disney  against  future  earnings.  That's 
the  way  they're  handling  all  the  pre- 
opening  expenses,  such  as  promotion 
and  training  hotel  personnel. 

Disney  talked  with  several  big  hotel 
operators  about  running  the  hotels, 
but  finally  decided  that  the  Disneyland 
experience  provided  the  right  base  to 
do  it  themselves. 

One  nationwide  hotel  operator,  who 
wishes  to  remain  anonymous,  thinks 
Disney  will  run  into  management 
problems.  "The  Orlando  area  is  not 
much  of  a  labor  market,"  he  notes. 
"Also,  they're  liable  to  find  it  much 
simpler  to  run  an  amusement  park 
than  to  handle  rooms,  restaurants  and 
convention  turnover."  It  looks  as  if 
Disney  will  have  plenty  of  opportunity 
to  find  out.  It  has  booked  some  200 
conventions  through  1972. 

If  the  hotel  overrun  is  to  be  cov- 
ered, and  if  as  Tatum  predicts,  Dis- 
ney World  will  be  self-sustaining  and 
profitable  the  first  year,  customers  will 
have  to  come  ganging  through  the 
gates.  Disney  is  planning  on  a  real 
cnish,  10  million  customers  the  first 
year.  It  took  Disneyland,  however,  15 
years  to  build  up  to  that  level.  And  a 
majority  of  the  ticket  buyers  come 
from  California. 

The  Disney  people  think  they  know 
their  Florida  audience.  Harrison  A. 
Price,  president  of  Economics  Re- 
search Associates,  an  independent  sur- 
vey group  working  with  Disney  since 
1953,  says  his  studies  showed  two- 
thirds  of  the  population  lives  in  the 
eastern  one-third  of  the  U.S.  market, 
and  "no  matter  what  the  glamour  of 
Disneyland,  Walt  could  never  attack 
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this  market  in  the  East."  Some  23  mil- 
lion tourists  flooded  into  Florida  in 
1970,  80%  of  them  by  car. 

Disney  World  will  have  to  draw 
these  motorists,  even  though  Eastern 
Air  Lines  is  expecting  heavy  traffic  in- 
to Orlando.  Tatum  figures  that  a  fam- 
ily of  four  can  take  a  three-day 
visit  for  about  $155.  But  travel  agents 
put  the  figure  at  closer  to  $100  a  day. 
Disney  must  count  on  at  least  the  ex- 
penditure of  $1  an  hour  per  customer 
in  the  park  alone.  But  that  may  be 
quite  hard  in  a  recessionary  economy 
and  Florida  travelers  have  become 
more  skittish.   Tourist   traffic  rose  in 


Memory  Tug.  The  Kansas  Cify  of  Walt 
Disney's  youth  (left)  provided  ntany  of 
the  nostalgic  touches  featured  along 
Main   Street  in   both   of  the   Disneylands. 


1970,  but  dollar  outlays  were  down 
5%  and  probably  dropped  10%  this 
winter.  Budgets  are  tighter  or  tourists 
hit  Florida  only  for  a  day  or  two  and 
then  head  for  other  kinds  of  fantasy 
in  the  Bahamas  or  the  Caribbean. 

Will  they  spend  that  time  in  Dis- 
ney World,  or  in  Miami  hotels?  The 
question  frightens  Miami  hotel  own- 
ers. But  some  observers  think  that  the 
slicked-up  jungles  and  tomorrow  lands 
were  fine  in  the  1950s,  or  for  the  1964 
World's  Fair  where  Disney  built  sev- 
eral exhibits.  Now  they  feel  that  Cin- 
derella's Castle  is  out  of  date,  too 
gooey  good  for  today's  America. 

Other  critics  have  emphasized  that 
the  weather  in  Florida  is  quite  dif- 
ferent from  that  in  Southern  Cali- 
fornia. Summers  are  usually  hot  and 
muggy  in  central  Florida.  In  the  after- 
noon, the  mugginess  turns  to  rain.  The 
Disney  people  have  provided  for  this 
by  covering  key  park  areas,  especially 
where  customers  may  have  to  wait. 
Easterners  and  Midwesterners  will 
probably  see  Disney  World  in  the 
winter.  But  summer  visitors  are  ex- 
pected from  the  Southeast.  "And  the 


climate  i.>  icallv  not  too  different  from 
the  rest  of  the  South,"  argues  Roy 
Disney.  Time  will  tell. 

Even  if  the  Disney  World  audience 
ignores  the  weather,  will  they  like  the 
area  well  enough  to  live  there? 

Developers  sitting  on  land  around 
Disney  World  are  already  counting 
heavily  that  they  will.  Since  Disney 
began  buying  in  the  early  Sixties, 
land  prices  in  the  area  have  escalated 
from  $150  an  acre  to  $4,000,  and 
even  on  up  to  $50,000  and  beyond  for 
sites  with  good  access  to  the  project. 

Speculation  is  rampant.  But  many 
of  the  proposed  projects  are  far  from 


WED:  Workshop  for  Technology- 


Walt  Disney  was  not  a  very  pa- 
tient man  when  it  came  to  explain- 
ing his  advanced  ideas  to  bankers 
and  stockholders,  so  in  1953  he  set 
up  family-owned  WED  Enterprises, 
Inc.  (named  for  Walter  Ehas  Dis- 
ney). Recalls  WED  Vice  President 
John  C.  Hench:  "Walt  could  try 
out  his  ideas  there  without  having 
stockholders  persistently  ask,  'What 
are  you  doing  that  for?'  " 

By  1964,  though,  people  weren't 
questioning  WED  any  longer.  It 
had  grown  to  be  the  master  plan- 
ning center  for  all  the  Disney  pro- 
jects and  that  year  was  merged  into 
Walt  Disney  Productions.  Today 
WED  employs  some  600  artists, 
architects,  painters,  photographers, 
carpenters,  engineers  and  com- 
puter programmers,  who  are  doing 
all  the  planning  for  sprawling  Walt 
Disney  World. 

For  Disney  Productions,  WED's 
most  xaluable  creation  was  Audio- 
Animatronics,  the  computerized 
electric  and  hydraulic  system  that 
gives  movement  and  voice  to  life- 
like three-dimensional  figures.  At 
Disneyland,  for  example,  Audio- 
Animatronics  brings  to  life  76  sing- 


ing, plundering  thieves  and  cut- 
throats in  the  "Pirates  of  the  Carib- 
bean" attraction.  Elsewhere  in  the 
park,  a  remarkably  convincing  Abe 
Lincoln,  like  the  one  seen  at  the 
New  York  World's  Fair,  stands  and 
delivers  his  12-minute  address. 

At  Disney  World,   the   36  U.S. 
presidents— their    tube-    and    wire- 
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filled  clear  plastic  bodies  appropri- 
ately clothed— will  take  guests  back 
through  U.S.  history.  The  most  am- 
bitious Audio-Animatronics  project 
yet  is  the  "Mickey  Mouse  Musical 
Revue",  in  which  85  classic  Disney 
characters  sing  and  dance  while  a 
computer  monitors  each  for  sound, 
movements,   even   wear   and   tear. 

WED  ideas  have  proved  valu- 
able for  some  very  un-Disneylike 
companies  as  well.  With  its  pro- 
duction facilities  at  capacity,  WED 
hired  aerospace  conglomerate  Mar- 
tin Marietta  to  build  its  Florida 
monorails— which  will  give  Martin 
worthwhile  experience  for  coping 
with  a  changing  aerospace  industry. 
WED  also  built  a  factory  on  the 
Florida  site  and  hired  U.S.  Steel  to 
make  modular  hotel  rooms— an  in- 
dustry first.  Aerojet  General  will 
use  Disney  World  for  the  first  in- 
stallation of  a  giant  pneumatic 
waste  collection  system  that  it 
couldn't  risk  building  anywhere 
else.  And  North  American  Rock- 
well, working  with  WED  engineers, 
is  refining  a  liner  induction  motor 
for  futuristic  means  of  transport. 

Now,  no  one  asks  "What  for?" 
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fl>-.by-night.  Florida  Gas  Co.  is  work- 
ing on  a  project  for  35,000  persons 
three  miles  away.  A  local  de\eloper, 
Major  Realty,  plans  a  community  on 
2.600  acres,  and  Te.xas  developer  Hal 
Curr>  seeks  2,100  units  on  1,500  acres 
near  the  Disne>  World  employees  en- 
trance. Coca-Cola  Co.  and  Investors 
Di\ersified  Ser\ices  are  eying  pos- 
sible usage  of  rural  tracts  they  o%vn. 
Disney  World  has  even  given  new 
impetus  to  the  sales  effort  at  Palm 
Coast,  a  planned  community  that  ITT 
Levitt  Development  Corp.  has  started 
on  156  square  miles  of  coastline  be- 
tween Daytona  Beach  and  St.  Augus- 
tine. Says  a  Leesburg,  Fla.  realtor, 
north  of  the  project:  "We  can  drive 
to  Disney  World  in  45  minutes.  Now 
land  means  housing  here." 

Disney  is  already  developing  some 
of  its  land.  "We'll  have  about  1,500 
acres  under  development  for  apart- 
ments, condominiums,  private  resi- 
dences," Roy  notes.  "Four  motels  are 
going  up  at  the  preview  center  area. 
This  gets  us  into  developing,  building 
up  the  lots;  from  there  we  gradual!) 
move  into  the  whole  EPCOT  idea." 
Beyond  that,  Disney  is  e.\pected  to 
get  the  green  light  to  develop  a  $35- 
million  ski  resort.  Mineral  King,  high 
in  the  Sierras,  halfway  between  Los 
Angeles  and  San  Francisco.  The  proj- 
ect is  stymied  now  (luckily,  consider- 
ing the  cost  of  Disney  World),  while 
challenge  by  the  Sierra  Club  is  ap- 
pealed to  the  Supreme  Court.  And 
Walker  admits  Disney  has  received 
ome  tempting  offers  to  bring  Disney 
World-like  projects  overseas  to  such 
countries  as  England,  France,  Ger- 
many and  Israel.  "Long  range,  yes, 
we'll  do  it,"  he  says.  "And  when  we 
do,  we'll  run  and  operate  it  ourselves." 
What  if  Disney  World  turns  out 
be  a  disappointment?  Certainly 
then,  future  developments  will  be  put 
iff  or  even  cancelled.  Earnings  would 
lie  under  severe  pressure,  especially 
lo  since  Disney  has  capitalized  a  good 
many  costs,  such  as  project  design 
id  show  development,  which  must 
written  off  once  operations  com- 
leAce.  Certainly  too,  Disney  stock— 
hich  currentK  sells  for  nearly  60 
Jmes  1970  earnings  and  carries  a 
otal  market  price  of  $1.3  billion— will 
Irop  sharply. 

But  the  chances  of  Disney  World 
ireaking  the  company  are  slight  in- 
ieed.  Disneyland,  movies,  TV  shows 
nd  a  vast  array  of  merchandising 
»ntracts  provided  close  to  $44  mil- 
ion  in  pretax  profits  last  year,  enough 
o  cushion  an>  conceivable  operating 
osses  and  write-offs. 

And,  then,  there  is  that  lovely,  clean 
lalance  sheet.  This  will  be  Roy  Dis- 
ley's  legacy  just  as  the  cartoon  charac- 
ers  and  the  fantasy  were  Walt's.   ■ 


bives^ate  our 
liquid  assets 
over  lunch. 

You'll  find  the  Plymouth  martini  o  sound 
investment.  Just  as  your  English  counterparts  have. 
Since  1793,  the  British  hove  realized  the  virtues 
of  Coates&Co.'s  crisp,  extra-dry  94.4 proof  gin. 

Things  are  no  different  today. 

We  still  distil  I  with  the  softest,  purest 
water.  And  prized  ingredients, 
ordered  from  different  sources 
to  preserve  our  secret  recipe. 

Discover  the  gin  that 
was  said  to  be  a  favorite  of  the 
British  Admiralty. 

Order  a  Plymouth  martini. 
A  capital  idea. 

Plymouth  Gin  goes  public. 

94,4  Proof.  100%  Groin  Neutral  Spirits,  Schenley  Imports  Co.,  N.Y.,  N.Y.  ©1971 
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"It  isn't  how  much 
you  give 
that  counts, 
it's  the  spirit." 

Baloney. 


Too  many  people  make  a  token 
contribution  to  the  United  Way 
Campaign,  and  sit  back  and  figure 
they've  done  all  they  should. 

They  haven't.  A  token  contribution 
isn't  enough.  Our  community 
doesn't  have  token  problems.  If 
you  really  care,  if  you  really  want 
to  help  solve  our  problems,  you'll 
give  more  than  a  token.  You'll  give 
your  Fair  Share. 

You'll  realize  why  the  spirit  of 

giving  just  isn't  enough  anymore. 
And  you'll  probably  know,  and 
care  about,  how  much  there 
is  to  do. 

If  you  don't  do  it,  it  won't  get  done. 


advertising  contributed  for  the  public  good 


NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chattanooga,  Tennessee  37402 

OIL  AND  GAS  DIVISION 

Minerals  ownership, 
exploration  and  development. 

WHELAND  FOUNDRY  DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 
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Made  in  Italy 


The  modern  home  appliance  is  as  American  as  Coca-Cola. 
Here's  an   Italian  firm  beating  us  at  our  own  game. 


PoRDENONE  IS  a  citv  of  44,000  in  the 
foothills  of  the  Italian  Alps.  Only  the 
latest  atlases  recognize  its  existence, 
which  is  understandable:  Until  about 
20  years  ago,  it  was  little  more  than  a 
sleepy  farming  town.  It  became  a  city 
almost  overnight  because  Pordenone 
is  the  home  of  Industria  A.  Zanussi 
S.p.A.,  and  Zanussi  almost  overnight 
has  passed  Philips  Lamp  to  become 
the  largest  manufacturer  of  major 
home  appliances  in  Europe. 

Perhaps  in  the  world.  Says  the  com- 
pany's managing  director,  44-year-old 
Lamberto  Mazza,  "Certainly,  in  terms 
of  dollar  sales.  General  Electric  is  larg- 
er, but  I  think  we're  a  little  ahead  in 
terms  of  unit  production."  Last  year, 
Zanussi  produced  2.2  million  refrig- 
erators, L5  million  washing  machines, 
750,000  stoves,  220,000  dishwashers 
and  250,000  television  sets.  Among 
other  things. 

Sales  were  "in  excess  of  $416  mil- 
lion." That  was  up  from  $240  million 
in  1969,  $144  million  in  1968,  and 
$112  million  in  1967.  Zanussi  has 
been  moving  fast,  and  Mazza  is  con- 
fident that  it  will  continue  to  move. 
His  forecast:  $480  million  this  year, 
$560  million  in  1972,  $640  million  in 
1973.   That   would   make   Zanussi   a 


/n  A  Generation  Zanussi  iias 
grown  from  the  tiny  plant  above 
into  the  world's  largest  appli- 
ance maker.  That  takes  a  lot  of 
capital,  which  so  far,  with  Ital- 
ian government  backing,  it  has 
been  able  to  get.  In  a  few  years 
it  expects  to  sell  public  stock. 


U.S. -sized  company  operating  in  an 
economy  less  than  one-tenth  the  size 
of  ours.  Quite  obviously,  Zanussi  has 
been  more  than  capable  of  meeting 
the  American  challenge  in  Europe. 

Long  and  Small 

It  has  done  so  by  pursuing  a  bold 
but  simple  strategy:  a  European  ver- 
sion of  Whirlpool  Corp.'s  dual  dis- 
tribution system  (Forbes,  Jan.  15, 
1969).  The  secret  of  low  costs  in  man- 
ufacturing items  like  appliances  is 
long,  long  production  runs,  a  secret 
as  old  as  Henry  Ford.  The  Italian 
market  wasn't  big  enough  to  support 
really  big  runs,  but  the  rest  of  the 
world  was.  So  Zanussi  went  after  the 
rest  of  the  world. 

Its  representatives  toured  Europe— 
and  the  U.S.— offering  to  produce  ap- 
pliances for  other  manufacturers  at 
very  low  prices.  So  low  that  the  man- 
ufacturers could  hardly  afford  to  man- 
ufacture them  themselves.  Today  the 
small  refrigerators  bearing  the  Gen- 
eral Electric  label  in  the  U.S.  are  Za- 
nussi-made  in  Italy.  So  are  the  refrig- 
erators that  International  Telephone 
&  Telegraph  markets  in  Europe.  In 
Poland,  Zanussi  refrigerators  bear  the 
brand  name  Marynen.  In  the  U.S., 
Sears,  Roebuck  markets  Zanussi  re- 
frigerators under  its  Coldspot  brand 
name.  Neckermann,  a  sizable  Genrian 
retailing  firm,  sells  Zanussi  refrigera- 
tors and  other  appliances  under  its 
own  name. 

"We  examined  their  product  lines," 
says  Mazza,  "and  when  we  saw  a  gap 
we  thought  we  could  fill,  we  offered 
to  fill  it." 

Zanussi  clearly  dovetailed  its  own 
production  with  that  of  its  customers. 
For  example,  the  demand  in  Italy  is 
for  small  refrigerators,  not  large  ones. 
The  reverse  is  true  in  the  U.S.,  but 
there  is  also  a  good  demand  here  for 
smaller  refrigerators.  Not  enough  to 
enable  GE  to  get  a  good  production 
nm  out  of  it,  though,  so  GE  was  hap- 
py to  round  out  its  product  line  by 


purchasing  its  small-sized  refrigerators 
from  Zanussi. 

Of  course,  supplying  products  for 
other  people's  labels  is  not  a  particu- 
larly profitable  business,  but  it  does 
build  volume.  It  built  so  much  volume 
foi'  Zanussi  that  it  became  far  and 
away  the  lowest-cost  producer  in  Ita- 
ly. One  by  one,  it  absorbed  its  smaller  | 
com'petitors  and  eftectively  kept  the 
big  U.S.  firms  from  getting  a  foothold. 
Westinghouse  put  in  a  competing  bid 
for  one  of  the  acquired  companies, 
Zoppas,  but  was  forced  to  back  away 
when  the  Italian  government  support- 
ed Zanussi's  offer. 

Zanussi  now  has  the  lion's  share  of 
the  Itahan  market:  51.6%  of  the  kitch- 
en stoves,  45.2%  of  the  washing  ma- 
chines, 56%  of  the  refrigerators,  12.9% 
of  the  television  sets.  And  the  Italian 
market  is  a  high-profit  one.  By  ac- 
cepting low  profits  abroad,  Zanussi 
has  been  able  to  make  itself  supreme 
in  the  high-profit  market  at  home.  In 
Italy  it  has  far  less  competition  and 
sells  under  its  own  brand  name. 

Keep  It  at  Home 

How  profitable  is  Zanussi?  A  very 
interesting  question.  The  people  who 
know  won't  say.  Zanussi  is  an  old 
company,  formerly  a  maker  of  wood- 
burning  stoves.  Lino  Zanussi,  a  bril- 
liant engineer,  took  his  father's  little 
factory  and  launched  it  on  its  present 
course;  when  he  was  killed  in  a  plane 
crash,  Mazza,  a  former  banker,  took 
over.  But  the  company  is  still  family- 
controlled  and  its  profits  are  a  secret. 
It  is  no  secret,  however,  that  the  com- 
pany has  had  plentiful  support  from 
Instituto  Mobiliare  Italiano,  the  pow- 
erful government  credit  agency.  In  a 
sense,  then,  the  Zanussi  company  is  the 
government's  chosen  instrument  for 
keeping  the  Italian  appliance  market 
in  Italian  hands  and  for  building  ap- 
pliance exports.  Considering  all  this,  it 
is  quite  probable  that  Zanussi  is  will- 
ing and  able  to  sacrifice  overall  prof- 
its in  the  interest  of  advancing  na- 
tional goals. 

Recently,  the  Zanussi  family  has  sold 
some  of  its  stock  to  outsiders.  To 
whom?  "I'd  rather  not  say,"  says 
Managing  Director  Mazza.  "I  can  only 
tell  you  this:   They're  all  Italians."  ■ 


The  Money  Men 


Charon's  Toll 


Henry  Brooks  spends  his  life  con- 
fronting catastrophes.  And  yet,  hke 
Charon,  the  boatman  on  the  River 
St>x  who  levied  a  coin  to  take 
souls  across.  Brooks  is  unaffected 
by  these  catastrophes  while  earn- 
ing a  veiy  comfortable  living  from 
them.  Brooks,  a  pleasant,  rela.\ed 
man,  either  lias  been  numbed  into 
this  philosophical  indifference  or 
perhaps  just  has  never  bothered 
to  ponder  too  deeply  the  causes 
and  effects  of  these  disasters. 

Brooks  is  the  stock  market's  auc- 
tioneer: The  auctions  lie  conducts 
for  his  company,  Adrian  H.  Muller 
&  Son  Inc.,  are  the  stock  market's 
last  recourse.  The  stocks  that  come 
under  his  gavel  are  those  that  have 
all  the  hope  drained  out  of  them 
and  can't  in  most  cases  be  sold  any- 
where else.  Like  many  other  auc- 
tioneers, he  also  sells  real  estate, 
mortgages,  leases,  promissory  notes 
and,  occasionally,  furniture.  But  he 
alone  conducts  securit\  auctions. 

In  general.  Brooks'  security  auc- 
tions fall  into  two  categories:  those 
conducted  mainly  for  individuals 
interested  in  establishing  a  tax  loss 
before  the  first  of  the  year,  and 
those  for  institutions  seeking  to 
liquidate  some  form  of  loan  col- 
lateral. Both  kinds  attract  a  varie- 
gated audience  to  Brooks'  sparse 
auction  room/ office.  In  the  case  of 
collateral  sales.  Brooks  places  irnall- 


Brooks  of  Adrian  H.  Muller  &  Son 


type  legal  notices  in  the  American 
Banker  or  the  Wall  Street  Journal. 
From  that  date  on,  the  distressed 
owners  of  the  securities  have  15 
days  to  bail  out  their  stocks;  after 
that  they  go  under  Brooks'  gavel. 
Recently  Brooks'  business  has  been 
picking  up  remarkably,  and  he  has 
been  placing  many  more  of  these 
ads.  In  fact,  1971  shapes  up  as  a 
vintage  vear  somewhat  in  the  class 
of,  say,  1933. 

Last  Februaiy  when  the  Chase 
Manhattan  Bank  decided  it  could 
no  longer  carr\'  Donald  Parsons' 
beleaguered  Michigan  bank  hold- 
ing company,  the  Bank  of  Common- 
wealth, it  took  its  business  up  to 
Henry  Brooks  at  103  Park  Avenue. 
Within  ten  minutes  Chase  it- 
self had  purchased  (for  $5.4  mil- 
lion) Parsons'  39%  control  of  the 
holding  company.  Chase  then  col- 
lected its  own  money  in  settlement 
of  Parsons'  defaulted  $2I-inilli()n 
loan.  Muller's  fee:  a  modest 
$5, ()()(),  but  not  bad  for  a  morning's 
work.  A  court  order  has  halted,  at 
least  for  the  moment,  a  recent  at- 
tempt by  Chemical  Bank  to  gain 
operating  control  of  an  electronics 
company  through  similar  means  at 
a  Brooks  auction.  It  was  Henry 
Brooks  who  auctioned  Webb  & 
Knapp,  William  Zeckendorf's  wide- 
spread real  estate  company,  for 
creditors.  This  month  or  next, 
Brooks  may  auction  a  Claude  Mo- 
net painting  in  a  bank  lien  sale. 
He  hopes  to  get  $20(),()()0  or  so, 
and  plans  on  charging  a  fee  of  6%. 

Brooks,  now  51  years  old,  began 
his  caneer  inauspiciously  enough 
after  playing  minor  league  base- 
ball. His  father  had  been  in  the 
clothing  business  (no,  not  Brooks 
Bros.)  but  Henry  didn't  want  to 
go  into  it.  Instead,  he  .spent  a  year 
with  H.  Louis  Hollander,  real  es- 
tate auctioneers,  which  later  pur- 
chased Adrian  H.  Muller  from  a 
Miss  Collins'  estate  in  1948. 

Although  he  took  a  flat  fee  on 
the  Parsons  deal,  Brooks  normally 
charges  frcir:  one-tenth  of  1%  up  to 
2%,  d'if  .tiding  on  the  size  of  the 
deal.  He  says  he  grosses  about 
$75,000  a  year;  most  c;f  his  sales 
are  relatively  small.  However,  the 
gross  is  rising  steadily  and  he 
doesn't  have  any  competition. 
"There  aren't  any  .specialists  in  this 
area,"  he  says.  "If  someone  sells  an 
antique,  you  can  look  at  it  and 
get  a  pretty  good  idea  of  what  it  is 
worth  and  what  you  want  to  pay 


for  it.  You  can't  sell  securities  like 
merchandise.  I  never  know  what  is 
going  to  happen  until  it  happens. 
How  could  it  be  otherwise  in  this 
business?" 

Brooks'  ledgers,  dating  back  to 
1865,  are  fascinating  annals  of  the 
sad  side  of  the  human  balance 
sheet.  A  sobering  study  for  those 
with  dreams  of  investment  glory, 
they  tell  a  tale  of  hopes  dashed 
and  fortunes  ruined  by  the  stock 
market,  a  leveler  indifferent  to 
past  successes  and  dreams.  Dusty 
with  age,  almost  illegible  in  places, 
the  ledgers  are  still  kept  in  long- 
hand. They  discriminate  not  at  all 
between  the  mighty  and  the  meek: 
A  Mrs.  Gortz  who  sold  400  shares 
of  National  Video  for  $4  gets  almost 
as  big  an  entry  as  some  of  the 
mighty  deals  that  breathed  their 
last  in  Muller's  auction  rooms. 

Adrian  H.  Muller  &  Son's  long 
history  began  appropriately  enough 
in  1837  in  an  office  next  to  the 
Trinity  Church  graveyard  and  a 
stone's  throw  from  the  Curb  Ex- 
change, the  original  stock  ex- 
change. Its  principal  business  at 
that  time  was  real  estate  auction- 
ing with  some  day's  sales  running 
as  high  as  $250,000.  But  like  many 
other  houses  on  Wall  Street,  it  also 
did  some  security  auctioning.  Un- 
der various  auctioneers  and  owners 
it  continued  to  operate  pretty 
much  along  the  same  lines  for  the 
next  90  years.  In  the  Thirties  it 
sold  oO  Samuel  Insull's  vast  util- 
ity empire  and  the  Van  Swerin- 
gen's  Alleghany  Corp. 

In  a  1957  New  Yorker  profile, 
writer  John  Brooks  described  the 
regulars  who  used  to  frequent 
Muller  auctions  as  spectators  of 
the  "Theater  of  the  Absurd.  Colorful 
characters,  many  of  them.  "Some 
of  the  old  regulars  still  come  here, 
but  most  of  them  are  pretty  old 
now  and  there  really  hasn't  been 
much  going  on  for  those  people  un- 
til recently,"  says  Brooks.  "A  lot  of 
them  come  here  like  kids  going  to 
the  movies.  They  mighl  pick  up  a 
lot  for,  say,  a  $1  and  they  can 
dream  about  it  until  they  get  some- 
thing else  or  tire  of  it.  These  peo- 
ple are  like  people  who  bet  on 
horses— the  ultimate  speculators— 
and  I  really  wouldn't  know  if  they 
make  money  on  it  or  not." 

Brooks  does  not  share  his  spec- 
tators' dreams.  He  puts  his  money 
in  real  estate  rather  than  stocks. 
He    doesn't    keep    track    of    what 
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happens  to  these  seciorities  after 
they've  left  his  auction  block.  Like 
Charon,  he  doesn't  much  care. 
Does  he  have  any  stories  to  tell 
about  people  getting  rich  from 
buying  old  securities?  Well,  there's 
the  case  of  Marie  Feder.  In  1935 
she  bought  44,309  shares  of  Me- 
sabi  Mines,  sold  by  Hayden  Stone, 
for  $500.  Today  they're  worth  over 
$3  million.  But  Miss  Feder  has  never 
come  to  pick  up  the  shares,  al- 
though the  attorneys  have  looked 
and  advertised  for  her. 

The  biggest  auction  ever  was  for 
Cleveland's  $3-billion  Alleghany 
Corp.,  but  that  was  before  Brooks' 
time.  Nothing  as  big  as  this  has 
come  to  Brooks  yet,  but  he  may 
yet  beat  that  record:  The  Penn 
Central  bankruptcy  involved  $6 
billion,  twice  as  much  as  the  Al- 
leghany deal,  and  PC  may  well  one 
day  end  in  Muller's  auction  rooms. 

Muller's  auctions  are  a  kind  of 
lagging  economic  indicator.  A  brief 


look  at  the  Alleghany  Corp.'s  his- 
tory before  it  arrived  at  Muller 
tells  a  lot  about  why  we  may  be 
seeing  more  large  auctions— even  if 
we  assume  that  the  economy  has 
turned  the  corner.  Really  big  di- 
sasters take  a  long  time  to  surface. 
The  Alleghany  Corp.,  which  later 
came  back  to  life  in  Allan  Kirby's 
hands,  was  a  railroad  holding  com- 
pany with  a  financial  setup  more 
complicated  than  a  Ling  or  Blud- 
horn  could  have  dreamed.  It  prob- 
ably should  have  gone  under  a  year 
or  so  before  1935,  but  there  were  a 
lot  of  people  interested  in  seeing  a 
$3-bilhon  company  survive.  For  at 
least  two  or  three  years  before  it 
went  under,  its  bankers  led  by 
George  Whitney  of  J.P.  Morgan, 
kept  pumping  money  into  it.  There 
was  always  the  hope  that  a  bit 
more  cash  would  see  it  through; 
in  big  deals  bankers  don't  fore- 
close as  quickly  as  one  would 
suspect  and  as  a  result  they  often 


throw     good     money     after    bad. 

Says  Brooks:  "Six  months  ago  it 
was  a  lot  harder  to  tell  which  stocks 
and  companies  were  the  losers. 
When  the  market  and  everything 
was  down,  we  had  smaller  auctions. 
But  now  more  and  more  creditors 
and  investors  are  finding  out  and 
■getting  rid  of  the  bad  stuff.  You'd 
be  surprised  how  much  business  has 
picked  up  recently  and  how  many 
institutional  inquiries  we  are  get- 
ting. You're  going  to  see  a  lot  more 
auctions  like  Parsons'." 

Vergil  in  his  Aeneid  took  his  hero, 
Aeneas,  across  the  ghostly  River 
Styx  in  Charon's  boat.  The  author 
wanted  to  show  Aeneas  the  Under- 
world, to  remind  him  of  catastro- 
phes to  come,  of  the  misfortunes 
that  are  Man's  Fate.  In  the  same 
spirit,  the  ambitious  investor  might 
ponder  Hemy  Brooks'  securities 
Underworld  as  a  reminder  that  the 
stock  market  spawns  nightmares 
as  well  as  great  dreams.   ■ 


Those  Vanishing  Brews 

The  faster  the  beer  business  grows,  the  faster  the 
smaller  brewing  companies  seem  to  be  slipping. 


Ever  guzzled  a  cooling  stein  of 
Olympia  beer?  They  do  in  Seattle. 
And  in  Boston  they  quench  their  sum- 
mer's thirst  with  Narragansett  beer.  But 
not  in  sufficient  numbers  to  offset  the 
drastic  inroads  into  the  regional 
brewing  industry  by  the  Big  Three:  St. 
LouLs'  Anheuser-Busch  and  Milwau- 
kee's Schlitz  and  Pabst. 

Since  1960  the  Big  Three  have  run 
their  collective  market  share  from 
21.5%  to  39.7%.  Since  1965  their  sales 
volume  has  sprinted  by  63%,  while  all 
the  rest  of  the  industry  crawled  up- 
ward by  only  2%.  A  decade  ago  there 
were  171  companies  brewing  beer  in 
the  U.S.;  today  there  are  80.  La- 
ments Wilham  M.  O'Shea,  for  30 
years  executive  secretary  of  the 
Brewers  Association  of  America  and 
spokesman  for  the  regional  brewers: 
"It's  a  futile  and  exasperating  fight. 
We  are  fighting  a  rear-guard  action." 

The  trend  continues.  Last  year,  over- 
all beer  sales  rose  4%  to  121  million 
barrels  but  the  nine  largest  regionals 
eked  out  only  a  1.4%  sales  gain,  and 
several- Falstafl,  Carling  and  Associat- 
ed—all slipped  badly. 

Brewmasters  love  to  talk  about  their 
beer's  special  qualities,  but  alas  for 
them,  advertising  and  promotion 
count   too.   The   trouble   is,   sa\s   one 


New  York  advertising  man,  that  "re- 
gional brewers  want  champagne  ad- 
vertising on  a  beer  budget."  Not  sm- 
prisingly  then,  $144-million-sales  Fal- 
staff  Brewing  of  St.  Louis  and  many 
others  have  been  hopping  from  one 
agency  to  another. 

Financial  muscle  counts,  too.  The 
regionals  lack  it.  Brewing  is  a  classic 
economies-of-scale  industry  that  calls 
for  $60-million  breweries  pouring  out 
1.5  million  to  2  million  barrels  annual- 
ly. Regionals  just  have  not  got  the 
sales  or  the  money,  so  they've  gone  a 
diversification  route:  into  peanut  but- 
ter, golf  courses  and  salad  dressing. 
Heileman  Brewing  brings  in  14%  of  its 
sales  from  four  bakeries  and  metals 
parts  subsidiaries  acquired  over  the 
last  three  years.  New  York's  F.&M. 
Schaefer  Corp.  is  buying  estimated 
$40-million-sales  Arnold  Bakeries, 
which  could  contribute  nearly  20%  of 
their  combined  sales.  But,  to  date,  di- 
versification hasn't  made  much  of  a 
dent  on  regionals'  earnings. 

With  one  exception:  New  York's 
Rheingold  Corp.  Rheingold  sold  13% 
more  beer  in  1970  than  it  did  in  1965, 
yet  in  the  same  period  its  sales  in- 
creased by  58%,  to  $186  million  and 
earnings  by  35%,  to  $5.8  million.  The 
reason   is   not   beer,   but  soft   drinks. 


Rheingold  is  the  world's  largest  fran- 
chised  Pepsi-Cola  bottler,  with  fast- 
growing  operations  in  Los  Angeles, 
Mexico  and  Puerto  Rico  quenching 
all-year-round  thirsts.  Last  year  Rhein- 
gold's  soft  drink  business  contributed 
under  30%  of  sales  revenues,  but  near- 
ly 60%  of  its  earnings.  John  E.  Haig- 
ney  took  over  Rheingold's  presidency 
in  1967  after  a  bitter  fight  and  tinned 
the  company  around  from  1967's 
$211,000  deficit.  Even  so,  beer  sales 
have  risen  only  3%  from  1968  to  1970. 

Interestingly,  only  two  regionals 
really  made  the  grade  in  the  past  five 
years.  The  first  is  Coors  of  Golden, 
Colo.,  which  vaulted  from  12th  place 
in  1965  to  fourth  place  in  1970.  The 
second  is  H«ilenian  Brewing  of  La 
Crosse,  Wis.,  which  did  it  largely  by 
buying  a  nationally  known  name, 
Blatz,  from  a  Justice  Department- 
pressmed  Pabst,  in  1969.  Since  1965 
Heileman  has  rung  up  the  headiest 
beer  business  gains:  sales  at  $109  mil- 
lion and  earnings  at  $1.37  per  share, 
both  up  some  260%  from  1965. 

If  soft  drinks  were  the  salvation  of 
Rheingold  and  going  national  for 
Heileman,  what  of  the  others?  Their 
prospects  are  bleak.  Cries  O'Shea, 
their  faithful  spokesman:  "The  ma- 
jors are  using  unfaii-  pricing  practices." 
But  is  cutting  prices  to  establish  a 
market  while  retaining  a  premium  im- 
age, "unfaii"  or  good  marketing? 

Quaff  those  regional  brews  while 
you  still  can.  Some  of  them  won't 
be  around  much  longer.  ■ 
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Canadian  Pacific 
90tli  Annual  Report. 


1970  was  a  year  of  tight  money  and  high 
interest  rates,  of  prolonged  strikes  in  key  industries 
and  of  underlying  sluggishness  in  Canadian  and 
American  economies  alike. 

Although  monetary  and  fiscal  policies  were 
eased  during  the  year,  this  appears  to  have  had  little 
beneficial  effect  on  1970.  Few  of  the  expectations 
that  had  been  held  for  the  year  were  realized. 

One  of  the  years  bright  spots  was  the 
exceptional  performance  of  Canadian  exports. 
Markets  for  fuels  and  minerals,  wheat  and  other 
grains  and  some  manufactured  products  were 
especially  buoyant.  This  was  an  important  contrib- 
uting factor  to  the  rise  in  rail  freight  revenues. 

A  development  on  the  export  scene  that  was 
less  favorable  was  the  freeing  of  the  Canadian  dollar, 
which  resulted  in  reduction  of  revenues  from 
export  sales.  This  adversely  affected  the  metals 
and  forest  products  interests  of  Canadian  Pacific 
Investments  Limited. 

The  summary  of  earnings  of  the  Company  and 
its  subsidiaries  shows  total  earnings  before  extra- 
ordinary items  of  $64.2  million,  or  $4.24  per  Ordinary 
share.  These  compare  with  1969  earnings  of  $72.6 
million  and  $4.83  per  Ordinary  share.  Including 
extraordinary  items,  earnings  per  share  were  $4.35 
in  1970  and  S5. 05  in  1969. 

Dividends  on  the  Ordinary  stock  increased 
from  $3.20  per  share  in  1 969  to  $3.25  in  1 970,  as  a 
result  of  the  higher  dividend  that  flowed  through  from 
Canadian  Pacific  Investments  Limited. 

Net  railway  earnings,  before  fixed  charges,  were 
up  11°'o  and  earnings  of  both  telecommunications 
and  CP  Bermuda  also  showed  marked  improvement. 
These  gains,  however,  were  more  than  offset  by 
the  results  of  the  other  shipping  opera.tions,  of 
Smithsons  Holdings,  of  CP  Air,  and  Canadian  Pacific 
Investments  Limited. 


Canadian  Pacific  Railway  Company 


-,  ^  1970 

(in  thousands,  except 

Summary  of  Earnings  of  the  Company  and 
its  Subsidiaries  and  of  Dividends  Paid 


1969 
amounts  per  share) 


Per 

Ordinary 

Share 


Per 

Ordinary 

Share 

Earnings  of  the  Company  and 
its  Subsidiaries 

Net  railway  earnings   .     .     .        $38,392  $34,635 

Other  income 18,150  19,197 

Income  before  fixed  charges  56,542  53,832 

Fixed  charges 27,804  22,425 

Income  from  railway  and 

miscellaneous  sources    .     .         28,738     $1.77      31,407     $1.96 

Income  (being  dividends 

received)  from  Canadian 

Pacific  Investments  Limited  23,649       1.65       22,932       1.60 

Canadian  Pacific  Air  Lines, 

Limited 1,433       0.10         1,433       0.10 

Total,  excluding  earnings 

retained  by  subsidiaries 

and  before  extraordinary 

items 53,820       3.52       55,772       3.66 

Equity  in  earnings  retained 

by  subsidiaries 10,350       0.72       16,858       1.17 

Total  before  extraordinary 
items 

Extraordinary  items 
(C.P.R.-Nil) 

Total 

Dividends  Paid 

On  Preference  stock  -  4% 

On  Ordinary  stock 

From  railway  and 

miscellaneous  sources    .     .        $21,499     $1.50     $21,499     $1.50 

Flow-through  from  Canadian 

Pacific  Investments  Limited  23,649       1.65       22.932       1.60 

Flow-through  from  Canadian 

Pacific  Air  Lines,  Limited    .  1,433       0.10         1,433       0.10 

$46,581     $3.25     $45,864     $3.20 


64,170 
1,507 

4.24 
0.11 

72,630 
3,153 

4.83 
0.22 

$65,677 

$4.35 

$75,783 

$5.05 

$  3,311 

$  3,329 

Britain's  International  Innkeeper 

Never  mind  the  occasional  touch   of  quaintness:    Trust 
Houses  Forte  is  dead  serious  about  being  the  top  hotel  chain. 


Who's  the  world's  largest  hotelkeeper? 
The  answer  to  that,  as  nearly  every 
tourist  can  tell  you,  is  Holiday  Inns. 
But  there's  a  one-year-old  British  com- 
pany dripping  with  tradition  and 
sparkling  with  growth  that  has  am- 
bitions of  soon  ousting  Holiday  Inns 
from  first  place:  The  result  of  a  merger 
last  year,  Trust  Houses  Forte  is  al- 
ready well  ahead  overseas,  where 
Holiday  Inns  has  yet  to  expand  on  any 
large  scale.  More  to  the  point,  through 
tie-ups  with  TraveLodge  (in  which  it 
is  fast  becoming  the  dominant  inter- 
est), THF  is  also  digging  into  the 
U.S.  market. 

THF's  tradition  comes  from  the 
Trust  Houses  side,  which  operates 
Olde  English  Innes  like  that  in  Strat- 
ford on  Avon,  built  in  the  16th  cen- 
tury and  inevitably  named  The  Shake- 
speare. These  THF  continues  to  run 
not  so  much  because  they  are  profit- 
able as  because,  like  the  Tower  of 
London  and  the  Changing  of  the 
Guard,  they  are  tourist  bait.  THF's 
profits  come  from  properties  like  Lon- 
don's swank  Grosvenor  House  or  the 
equally  swank  George  V  in  Paris. 
They  also  come  from  a  chain  of  Med- 
iterranean resort  hotels  from  Portugal 
to  Cyprus  and  from  others  in  Miami 
and  the  Caribbean.  And,  for  that  mat- 
ter, from  anyone  who  stops  at 
a  TraveLodge  in  the  U.S.  and  Canada 
or  in  Australia,  New  Zealand  or  Fiji. 

The  company  also  has  an  extensive 
catering  and  entertainment  operation, 
with  250  restaurants  and  a  string  of 
amusement  parks  and  seaside  piers. 
The  international  air  traveler  will  often 
take  his  in-flight  meals  courtesy  of 
THF  and  buy  his  duty-free  liquor  at 
a  THF  airport  shop.  And  he  may  also 
have  booked  his  journey  through  a 
THF  travel  agency. 

THF's  emergence  as  a  giant  of  the 
international  hotel  industry  has  been 
dramatically  sudden.  Ten  years  ago 
Trust  Houses  was  a  provincial  British 


hotel  company  steadily  declining  into 
shabby  gentility,  whose  $25-million 
revenues  yielded  little  profit. 

In  fact,  profit  was  secondary.  Trust 
Houses  was  formed  in  the  early  1900s 
as  a  semiphilanthropic  venture  by  a 
band  of  Edwardian  gentlemen  "to 
raise  the  standards  of  the  old  coach- 
ing inns  of  England  and  to  promote 
habits  of  temperance." 

A  watchdog  council  of  eminent  per- 
sons controlled  a  special  category  of 
trust  shares,  only  1%  of  the  issued 
stock,  that  could  (and  still  can)  out- 
vote all  the  rest.  Until  a  couple  of 
years  ago,  the  council  even  restricted 
dividend  payout  to  a  modest  percent- 
age, directing  the  rest  to  charity. 

But  no  more.  Today  the  company 
watchword  is  profit,  and  the  share- 
holders are  the  beneficiaries.  No  long- 
er is  revelry  frowned  upon:  THF's 
properties  include  London's  Cafe 
Royal  plus  a  string  of  English  pubs. 

The  change  was  begun  by  Lord 
Crowther,  a  distinguished  former  edi- 
tor of  The  Economist,  who  took  over 
in  1960.  Last  year  he  got  together 
with  Charles  Forte,  the  son  of  Italian 
immigrants  and  a  self-made,  free- 
wheeling entrepreneur  who  started  out 
in  life  selling  ice  cream  at  the  British 
equivalent  of  Coney  Island. 

No  two  companies  could  have  been 
further  apart  in  origin  or  style,  but  it 
was  a  shrewd  merger  designed  to  cre- 
ate a  major  British  hotel  grouping  able 
to  stand  up  to  the  heavyweights  of 
the  hotel  world.  Forte  had  already 
built  a  big  hotel  and  entertainment 
group  of  his  own,  ranging  from  a  trio 
of  prestigious  Paris  hotels  to  a  collec- 
tion of  British  fun  fairs. 

Crowther  and  Forte  have  now  ap- 
pointed as  chief  executive  J.  Michael 
Pickard,  a  no-nonsense  banker  turned 
hotelman.  He  regards  the  hotel  trade 
as  a  high-investment  industry.  But 
with  a  banker's  eye,  he  believes  the 
money  men  won't  put  up  the  cash  for 
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Bon/faces.  Journalist  Crow- 
ther (above)  and  Charles  Forte 
fused  two  hotel-keeping  styles. 


sale-and-leaseback  deals  unless  they 
can  see  enough  size  to  compete  on  an 
international  scale. 

And  size  is  something  THF  already 
has.  In  assets,  with  $321  million,  it 
may  be  outdistanced  by  Holiday  Inns, 
with  $575  million,  but  it  is  practically 
tied  with  Hilton  ($325  million)  for 
second  place.  In  revenues,  THF's  $338 
million  is  again  behind  Holiday  Inns 
($538  million)  but  well  ahead  of  Hil- 
ton's $244  million.  Last  year,  before 


Elizabethan  Style  prevails  in  most  THF  hotels  across  the  breadth  of  England.  This  one  is  at  Stratford. 
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the  merger,  Forte  made  $13.2  million 
before  taxes,  Trust  Houses  made 
S10.3  million.  Says  Lord  Crowther: 
"We  are  confident  of  being  able  to  re- 
port a  significantly  higher  profit  in  a 
year's  time. " 

As  the  last-mentioned  figures  sug- 
gest, Pickard  has  laid  to  rest  the  old 
Trust  Houses'  aversion  to  profit.  Be- 
fore the  merger,  he  got  Trust  Houses' 
pretax  return  on  assets  up  from  a  low 
5.4"?  to  9.6?.  When  the  British  go\  ern- 
ment,  delighted  by  a  massive  20%  in- 
crease in  foreign  tourists  (twice  the 
world  average),  announced  a  S2,o00 
subsidy  for  each  new  hotel  room  built, 
Pickard  promptly  launched  an  $85- 
million  program  to  buttress  the  old 
coach  houses  across  Britain  with  a 
chain  of  modern,  high-profit  motels 
(still  called  "posthouses"  as  a  con- 
cession to  tradition). 

Pickard  believes  any  hotel  worth 
its  salt  should  yield  15%  pretax,  and 
perhaps  20'l  with  sale-and-leaseback 
deals;  his  new  "posthouses"  have  been 
earning  close  to  that.  As  for  the  old 
inns,  "You  can't  create  the  ancien," 
drawls  the  six-foot  five-inch  cricket 
player.  "You  either  have  it  or  you 
don't.  We're  making  the  best  of  them." 

Leverage  from  Afar 

THF's  bid  for  international  leader- 
ship is  through  TraveLodge.  By  inter- 
locking stock  holdings,  THF  has  ob- 
tained a  strong  stake  in  TraveLodge 
International,  TraveLodge  Australia 
and  Western  International.  First,  THF 
built  a  12%  ecjuity  in  the  TraveLodge 
Australia  management  company.  But 
since  THF  also  owns  up  to  50%  in  the 
group's  individual  hotels,  THF's  real 
involvement  already  amounts  to  a 
third  of  the  business. 

TraveLodge  Australia  has  also  man- 
aged TraveLodge  International  in  the 
U.S.  ever  since  the  latter  got  in  trouble 
three  years  ago.  In  fact,  equity  con- 
trol of  TraveLodge  International  now 
rests  in  a  consortium  consisting  mainly 
of  THF  with  7%,  TraveLodge  Australia 
with  7%  and  Western  International 
•with  12%.  Pickard  says  THF's  "aggre- 
gate financial  stake  "—that  is,  including 
the  indirect  Australian  position— is  the 
largest  in  the  consortium. 

THF  and  the  two'  Travelodges  re- 
cently form.cd  another  consortium  to 
estabhsh  a  5()-unit,  7,50()-room  chain 
of  leaseback  TraveLodge  motels  across 
Europe.  THF  has  a  33%  direct  stake, 
apart  from  its  indirect  TraveLodge 
interest.  It  will  also  manage  the  opera- 
tion, for  fees  of  some  4%  of  revenues. 

All  of  which  may  do  little  to  raise 
the  standards  of  Olde  England's 
coaching  inns,  but  it  has  plenty  to  do 
with  running  a  viable  hotel  business 
today.  And  the  nobility-studded  watch 
dog  council  doesn't  mind  one  bit.   ■ 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  oj  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


Not  a  New  Issue 


Aprils,  1971 


700,000  Shares 


Colonial  Penn  Group,  Inc. 


Common  Stock 

(par  value  $.10  per  share) 


Price  $37.50  per  Share 


Copies  oj  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  oj  the  underwriters,  including 
the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  G». 

Incorporaced 


Drexel  Firestone 

I  noorpofftt  t  vd 


duPont  Glore  Forgan 

Incorpontad 


BIyth  &  Co..  Inc. 

Goldman,  Sachs  &  Co, 
Homblower  &  Weeks-Hemphill,  Noyes  Lehman  Brothers  Loeb,  Rhoades  &  Co. 


Eastman  Dillon,  Union  Securities  &  Co, 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

InoorporflCad 

Stone  &  Webster  Securities  Corporation 


Bear,  Steams  &  Co. 


A.  G.  Becker  &  Co. 

Incorpotated 


Smith,  Barney  &  Co. 

Eucorporated 

White,  Weld  &  Co. 
CBWL-Hayden,  Stone  Inc. 


Clark,  Dodge  &  Co.  Dominick  &  Dominick,  Equitable  Securities,  Morton  &  Co. 

Incorpotmnd  Incorporated  Incorporated 


Robert  Fleming 

Inourporated 


E.  T.  ^'/.iv     *  r^^-r,,.^  ip^,  W.  E.  Hutton  &  Co. 

F.  S.  Moseley  &  Co.  Ke>iiOiu&  u  -^o.  L.  F.  Rothschild  &  Co. 


Shearson,  Hammill  &  Co.       Shields  &  Company        F.  S.  Smithers  &  Co.,  Inc. 

Incorporated  Incorporated 


Spencer  Trask  &  Co. 

Incorporated 

Walston  &  Co.,  Inc. 


G.  H.  Walker  &  Co. 

Incorporated 


Wood,  Stnithers  &  Winthrop  Inc. 
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Hefty  Lightweight 

Whether  National  Can  is  really 
smart— or  simply  very  shre  wd—the 
effect  is  the  same:  It  leads  the  two 
big  can-makers  in  profitability. 

When  the  big  can  manufacturers 
started  negotiating  with  the  United 
Steelworkers  of  America  last  January, 
they  were  expected  to  stick  together. 
But  a  few  hours  before  the  Feb.  16 
strike  deadline,  the  alliance  crumbled. 
National  Can  agreed  to  a  generous 
three-year  wage  increase  spiced  with 
the  now  customary  cost-of-living  es- 
calator clauses.  It  left  the  rest  of  the 
big  companies  to  suffer  a  lengthy  28- 
day  strike.  And  in  the  end  they  had  to 
settle  for  about  the  same  deal  Na- 
tional got  without  taking  a  strike. 

It  was  more  or  less  typical  strategy 
for  pesky,  smallish  ($372.5-million- 
sales)  National  Can.  Low  man  on  the 
totem  pole  in  the  high-volume  (69.2 
billion  cans  a  year),  big-chips  ($2.9- 
billion-sales)  can  industry.  National 
has  learned  to  prosper  partly  by 
causing  problems  for  its  Goliath-like 
competitors. 

The  Leader 

And  prosper  it  has:  National's  five- 
year  average  return  on  equity 
(Forbes,  Jan.  1,  1971)  is  14.7%  com- 
pared with  13.6%  for  Continental  and 
10.9%  for  American. 

In  a  sense.  National  Can  is  lucky  to 
exist.  Can-making  is  a  high-volume 
business.  A  typical  beer-  or  beverage- 
can  production  line  turns  out  more 
than  80  million  cans  a  year.  With  only 
8%  of  the  industry's  output,  compared 
with  over  30%  for  both  American  and 
Continental,  National  would  have 
ranked  far  behind  if  economies  of  scale 
were  the  only  factor  that  determined 
profitability. 

But  National  has  had  no  problem 


sui-viving.  In  the  past,  one  big  reason 
has  been  that  the  customers  of  Amer- 
ican and  Continental  didn't  want  to 
depend  entirely  on  one  supplier.  But 
rather  than  split  their  business  be- 
tween the  two  major  companies,  many 
turn  to  National.  That,  they  figure, 
keeps  American  and  Continental  on 
their  toes. 

How  about  technology?  National 
hasn't  done  much  research,  but  enjoys 
buying  its  rivals'  research.  Both 
American  and  Continental  would  rath- 
er give  little  National  the  right  to  pro- 
duce their  products  than  to  license 
each  other.  Part  of  the  reason  is 
their  traditional  rivaliy,  like  Coke  vs. 
Pepsi;  another  is  the  Justice  Depart- 
ment's ever-watchful  eye. 

Is  National  grateful  for  the  big  com- 
panies' generosity?  It  doesn't  act  that 
way.  "National  is  always  going  in  at  a 
lower  cost,"  complains  one  competitor. 
"We  are  the  ones  who  really  build  the 
industiy  through  our  marketing  in- 
novations and  packaging  improve- 
ments that  help  our  customers  make 
bigger  sales  and  profits."  The  big  com- 
panies say  that  National  skimps  on 
research  and  development  and  waits 
quietly  on  the  sidelines.  Then,  after 
they  have  spent  millions  to  develop 
new  products,  such  as  American's  Mira 
Seam,  National  moves  in  and  grabs 
up  its  chunk  of  the  market. 

Robert  Stuart,  National's  49-year- 
old  chairman,  puts  a  different  face  on 
National's  success.  In  the  early  Sixties, 
says  Stuart,  National  decided  to  give 
the  beer-can  and  soft-drink-can  mar- 
kets special  attention.  Both  markets 
turned  out  to  be  the  fastest-growing 
parts  of  the  can-making  industry.  That 
foresight,  combined  with  an  acquisi- 
tion program  that  got  under  way  in 
1967,   is  what  Stuart  likes  to  stress. 

Whether  National  is  smart  or  just 
shrewd— or  both— the  reality  is  that 
National's  success  owes  much  to  its 
basic  strategy:  taking  a  different  direc- 
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its  rivals  losi  „;oney  in  the  glass  business.  National 
profit  by  making  bottles  like  these  for  Miller  Brewing. 

tion  from  the  one  that  American  and 
Continental  take.  For  example,  in 
1969,  American  and  Continental 
proudly  announced  their  plans  to  con- 
struct and  operate  on-site  production 
lines  in  the  plants  of  giant  customers 
such  as  Coca-Cola  Co.,  Jos.  Schlitz 
Brewing  Co.  and  F.&M.  Schaefer 
Brewing  Co.  By  dedicating  the  entire 
output  to  a  single  customer,  American 
and  Continental  promised  savings  as 
great  as  10.5%. 

Move,  Countermove 

Meanwhile  National  had  gone  to 
work  developing  its  own  system,  called 
Dyna-Plan,  where  a  customer  would 
agree  to  buy  a  specified  output  of 
an  entire  line  located  in  a  National  Can 
plant.  The  plant,  however,  would  be 
located  near  the  customer  to 
cut  freight  costs.  The  big  advantage  to 
the  customer  was  that  he  didn't  have 
to  build  any  facility  to  house  the  can- 
manufacturing  equipment.  Anheuser- 
Busch,  the  country's  largest  packag- 
ing customer,  has  never  bought  the 
on-site  plant  idea,  but  it  recently  ne- 
gotiated a  contract  quite  like  the  Dyna- 
Plan  with  one  of  its  major  suppliers. 
"National  Can  is  a  sly  old  fox,"  says 
Mitchell,  Hutch  ins  &  Co.  partner  and 
packaging  analyst  H.  Edward  Scholl- 
meyer.  "Even  though  it  initially  lacked 
the  technical  competence,  it  has  ef- 
fectively competed  with  the  larger 
companies." 

It's  the  same  story  in  glass.  Neither 
Continental  nor  American  are  in  the 
glass-container  business  though  they 
both  gave  it  a  try  in  the  Sixties.  In  the 
last  two  years  National  has  bought 
two  glass  companies.  How  will  Na- 
tional profit  where  the  others  failed? 
One  company's  mistake,  says  Nation- 
al's President  Frank  W.  Considine 
(he  doesn't  mention  American  or 
Continental  by  name),  was  to  buy  a 
glass  company  that  was  "inefficiently 
managed,  loaded  with  antiquated 
equipment  and  not  making  money." 
The  other's  error  was  to  "build  excess 
capacity"  that  "even  its  own  sales 
force  couldn't  handle."  In  contrast, 
says  Considine,  National  bought  only 
"sound,  well-managed,  highly  efficient 
glass  companies." 

Continental  and  American  are  de- 
voting much  energy  and  money  these 
days  to  tin-free  steel  cans  and  the 
development  of  plastics.  In  contrast. 
National— with  about  15%  of  sales 
from  nonpackaging  company  acquisi- 
tions in  the  past  four  years- has  a  sin- 
gle plastics  plant  and  only  a  small 
percentage  of  tin-free  production. 

But  as  American  and  Continental 
open  up  markets  in  plastics  and  tin- 
free  cans.  National  will  be  there.  Per- 
haps behind  in  innovation.  But  prob- 
ably abreast  or  ahead  in  profits.   ■ 
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Which  Way? 

Digital  Equipment  Corp.  at 
the  crossroads:  Is  its  earn- 
ings slowdown  just  a  pause? 
Or  the  beginning  of  the  end? 

In  an  industry  where  even  the  giants 
sometimes  seem  to  be  living  at  the 
sufferance  of  IBM,  Kenneth  H.  Olsen, 
president  of  Digital  Equipment  Corp. 
of  MavTiard,  Mass.,  can  be  pardoned 
for  calculating  just  where  IBM  ma\ 
decide  to  strike  ne.xt.  DEC  sells  com- 
puters largely  in  the  S800-to-S75,000 
range.  With  roughly  half  of  its  par- 
ticular market,  DEC  is  the  IBM  of 
small  computers.  Its  record  has  been 
spectacular.  From  1965  to  1970,  sales 
increased  ninefold  to  SI 35  million 
and  earnings  soared  almost  20-fold  to 
■SI4.4  million. 

At  the  moment,  however,  DEC  is 
behaving  a  good  deal  less  than 
spectacularlv.  In  the  first  half  of 
fiscal  1971,'  ended  Dec.  31,  DEC's 
sales  were  up  a  mere  12.6%,  while  its 
earnings  slipped  14%.  "We  obviously 
e.xpected  more  business  than  we're 
doing,"  Olsen  e.xplains,  "but  the  major 
reason  is  that  we're  coming  out  with 
new  products  faster  than  ever  before, 
and  training  and  hiring  field  tech- 
nicians and  sales  engineers. " 

DEC  is  introducing  more  than  one 
new  product  a  month,  he  says,  and  in 
the  last  year  has  increased  its  sales- 
men and  field  engineers  from  900  to 
1,200.  "It's  just  logic,"  Olsen  says. 
"We've  got  to  develop  both  the  prod- 
ucts and  the  field  organization  to  sell 
them."  DEC  got  where  it  is  on  its 
technological  expertise.  To  keep  it, 
Olsen  spends  10%  of  DEC's  sales  dol- 
lar on  research  and  development. 

Olsen  concedes  that  competition  is 
heating  up  in  the  small  computer 
market  and  that  IBM  has  come  on 
strong  in  the  last  two  years,  though  it 
still  has  less  than  a  fourth  of  the 
market.  "We  love  IBM,"  Olsen  says. 
"It  focuses  attention  on  the  market, 
and  IBM  is  going  after  business  ap- 
plications of  small  computers,  where 
DEC  is  not  doing  anything."  DEC's 
'sales  are  in  industry,  laboratories  and 
communications,  a  market  IBM  has 
not  seriously  challenged,  but  Olsen  is 
ready  if  it  does. 

Still,  it's  one  thing  to  grow  spectac- 
ularly when  your  indastry  is  small  and 
your  company  starts  from  scratch. 
What  remains  to  be  seen  is  whether 
DEC  is  just  another  young  growth 
company  that  finally  ran  out  of  steam— 
or  whether  it  is  equipped  for  the  long 
pull.  As  of  now  Olsen  claims  not  to 
be  worried  by  his  earnings  setback: 
"We'll  let  earnings  slide  until  we  lose 
confidence  in  the  future."" 
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GET  THE  ANSWER  IN  PRINT 
ON  TAPE. 

For  checking.  Now.  Or  later. 
Because  you've  got  the  proof. 

WITH  CANON'S  POCKETRONIC 

World's  smallest  electronic  printing  calculator.  f 

So  small,  it  fits  in  your  pocket.  That's 
why  we  Call  it  the  Pocketronic. 

CORfji  ISS.  COMPACT  GOES  ANYWHERE. 

World's  sn  lilest  LSIs.  With  its  own 
built-in,  rechargeable  battery. 

COUNT :     ^QRE  FROM  CANON. 

See  it  in  action  at  your  Cane:    /^ealer. 
And  you'll  want  to  pack  *^ronic. 


Canon  Pol.  itranii! 

Canon  USA,  Inc.,  64  10  Queens  Boulevard,  Woodside,  New  York  11377 
Canon  USA,  Inc.,  457  FMUcrtci   Avenue,  Elmhurst,  Illinois  60126 
Canon  Optics  &  Busine:  :,  Machines  Co..  Inc.,  3113  Wilshire  Boulevard. 
Los  Angeles,  California   '     05 
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, Shares  Traded n 

Percentage 

(thousands) 

%  of 

Apr.  2 

Change 

(thousands) 

%  of 

Apr.  2 

Change 

Company                          Jan.  1-Apr.  2 

Oufst. 

Price 

Jan.  1-Apr.  2 

Company                          Jan.  1-Apr.  2 
Rath  Packing                         1,442 

Outst. 

144% 

Price    Jan.  1-Apr.  2 
23           145.3% 

Federal  National  Mtge. 

13.217 

1520/0 

693/8 

13.0% 

Natomas 

4,372 

117 

69 

26.3 

TelePrompTer                        1,480 

128 

78 

—1.1 

Telex 

10.595 

102 

20>/4 

21.8 

Stern  Metals                          1,162 

127 

101/8 

50.0 

Memorex 

3,306 

88 

753/, 

32.9 

Devon  Apparel                          973 

108 

44 

60.0 

Duplan 
Union  Corp. 

2,186 
2,389 

87 
80 

395/8 
123/4 

46.8 
92.5 

Milgo  Electronic                     1,678 

108 

191/8 

—24.6 

Crown  Central  Petr.                   838 

99 

431/2 

40.3 

Bausch  &  Lomb 

2,141 

79 

86 

80.1 

Puritan  Fashions                    1,470 

98 

25% 

132.6 

Itek 

2.064 

79 

49 

50.8 

Beverly  Enterprises               3,775 

92 

123/4 

12.1 

Fairchild  Camera  &  Instr. 

3,285 

75 

403/4 

73.4 

Caressa                                    655 

91 

291/4 

162.9 

Flying  Tiger 

3,632 

72 

41 '/g 

595 

California  Computer  Prods.     2,001 

87 

293/8 

18.1 

Electronics  Mem.  &  Mag. 

2,988 

60 

13'/8 

48.0 

Amco  Industries                     1,339 

85 

221/8 

96.7 

Equity  Funding 

3,324 

56 

42'/4 

70.7 

Cameo                                  1,017 

74 

23% 

30.3 

Data  Proc.  Fin.  &  Gen. 

2,252 

56 

18'/2 

60.9 

Salem                                      715 

73 

14'/8 

—1.7 

Madison  Square  Garden 

5,651 

55 

5'/« 

44.8 

Nytronics                              3,350 

72 

m 

24.0 

Seaboard  World  Airlines 

2,445 

52 

123/4 

75.9 

Esquire  Radio  &  Electronics       453 
Int'l.  Stretch  Prods.                1.174 

72 
71 

20% 
231/8 

51.8 
160.6 

Schaefer  F&M 

952 

52 

33'/« 

23.1 

Int'l.  Industries 

2,702 

51 

93/4 

—7.1 

DHi  Industries                         870 

70 

301/2 

24.5 

Int'l.  Chem.  &  Nuclear 

1,460 

51 

55'/4 

17.2 

Westbury  Fashions                 1.185 

67 

121/2 

85.2 

Saxon  Industr  es 

3,665 

50 

26'/8 

31.9 

Marshall  Industries                   593 

66 

205/8 

—1.8 

Kentucky  Fried  Chxken 
White  Consolidated 

5,194 
4.871 

50 
47 

215/8 

24 

8.8 
76.1 

California  Health  Care                 50 

66 

401/2 

145.5 

Systems  Eng.  Labs.                 1.594 

65 

143/8 

—8.0 

University  Computing 

3,165 

47 

303/8 

40.5 

United  Piece  Dye  Works             726 

64 

45 

38.5 

Berkey  Photo 

2,078 

46 

12 

54.8 

Illustrated  World  Ency.              338 

62 

103/4 

43.3 

Talley  Industries 

1,686 

45 

16V8 

40.2 

Ronco  Teleproducts                1,065 

62 

103/8 

—6.7 

General  Host 

1,152 

45 

215/8 

119  0 

Deltown  Foods                          398 

60 

201/2 

95.2 

Lockheed  A.rcrafi 

5.020 

44 

113/4 

28.8 

Recrion                                    793 

59 

451/4 

79.2 

Katy  Industries 

1,853 

44 

15'/8 

69.3 

Te^star                                 1.398 

59 

83/4 

133.3 

Denny's  Restaurants 

2,765 

44 

113/8 

23.0 

Franklin  Mint                         1,348 

58 

511/4 

68.0 

Arlan's  Dept.  Stores 

1,203 

43 

111/2 

27.8 

MPBCirp.                                 577 

57 

141/4 

21.3 

Eastern  Air  Lines 

5,161 

43 

20'/4 

33.9 

Associated  Mtge.  Invs.              628 
Res:rt>  International             2,172 

56 
55 

293/4 
73/8 

10.2 
9.3 

National  General 

2,225 

43 

25 

55.0 

Allis-Chalmers 

5,218 

42 

16'/2 

3.1 

Liberty  Leasing                         522 

53 

8'/4 

22.2 

Watkins  Johnson 

1,254 

42 

34>/8 

80.8 

Ven  ce  Industries                      948 

53 

293/8 

64.0 

Systron-Donner 

652 

42 

17'/4 

72.5 

Kenton                                     830 

53 

211/2 

24.6 

Ling-Temco-Vought 
Henry  1.  Siegel 

1,117 
568 

42 
41 

12^8 
12'/2 

24.1 
19.0 

Dcvelcpment  Corp.  Amer.          494 

53 

32 

52.2 

Amer.  Safety  Equipment         1.091 

52 

133/8 

44.6 

Planning  Research 

2.061 

41 

231/4 

31.0 

Nirlek                                  1,175 

52 

145/8 

2.6 

White  Motor 

2,606 

40 

171/4 

0.7 

Shc/fio!d  Watch                        475 

50 

7'/2 

46.3 

FAS  Int'l. 

1,534 

40 

73/8 

5,4 

Bchack                                    382 

50 

203/4 

—2.9 

Hoffman  Electronics 

698 

40 

153/4 

129.1 

Ha.vay's  Stores                        266 

49 

193/8 

187.0 

First  National  Stores 

538 

39 

443/4 

2.9 

App!  ed  Data  Research              477 

49 

91/2 

90.0 

Chase  Man.  r;1tg.  RIty.  Tr. 

1,063 

39 

491/8 

52.9 

LA  ^Icn  Apparel                       173 

49 

9'/8 

58.7 

Chadbourn 

1.563 

39 

71/8 

16.3 

AxmsraOil                           3.535 

49 

203/4 

36.1 

Palm  Beach  Co. 

1,009 

38 

135/8 

60.3 

Pioneer  Plastics                        956 

49 

16 

8.5 

Chris  Craft  Inds. 

1.456 

38 

73/4 

—6.1 

F!amp:liire  Designers                943 
Peabody-Galion                      1.070 

48 
48 

9% 

205/8 

46.3 
15.7 

Columbia  Pictures  Inds. 

2,342 

38 

141/8 

202 

Faberge 

2.340 

38 

195/8 

35.3 

Damon  Creations                      235 

48 

131/2 

50.0 

American  Export  Inds. 

1.817 

38 

115/8 

4.5 

Wells,  Rich,  Greene                   753 

48 

231/8 

36.0 

Kane  Miller 

679 

37 

191/4 

4.8 

Aeronca  Inc.                             606 

47 

103/4 

—8.5 

Giddings  &  Lewis 

Source:  Tels'at  5,s'ems,   Inc. 

1,249 

37 

•     141/8 

18.9 

Mobile  Homes  Inds.                  946 

47 

151/8 

—8.3 
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It's  no  Sleight  of  hand.  It's  "2-up" 
copying  by  the  Xerox  7000. 

In  just  one  second,  the  Xerox  7000 
Reduction  Duplicator  can  copy 
information  from  two  SVaxl  1  document 
onto  one  8y2xl  1  sheet  of  ordinary, 
unsensitized  paper. 

Think  how  nice  it  would  be  to  find 
two  related  documents  sharing  the  sam 
sheet  of  paper.  Like  a  busfness  letter  an 
a  reply  to  the  letter.  Or  a  shipping  order 
and  a  confirmation  of  shipment.  Or  a  n£ 
price  list  right  next  to  the  old  one. 

Or  for  that  matter  think  how  nice  It 
would  be  to  reduce  your  filing  space  by 
as  much  as  50%.  And  up  to  50%  of  you 
copying  paper. 

Another  bonus:  by  cutting  the  size 
letters,  reports  and  other  corresponder 
in  half,  you  cut  their  weight  in  half. 
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And  that  can  mean  quite  a  big  reduction  in 
your  mailing  expenses. 

Of  course  the  reducing  virtues  of  the 
Xerox  7000  don't  end  with  "2-up"  copying. 
It'll  also  reduce  oversize  documents  like 
cemputer  printout  and  accounting  ledgers. 
(And  duplicate  SVaxll  sheets  size-for-size. 

And  there  are  over  20  different 
machines  where  the  7000  came  from.  To  fit 
exactly  the  size  or  shape  problem  you  have. 

But  our  help  doesn't  end  with  the 
machine  you  choose.  We  have  a  full  line  of 
supplies  that  are  engineered,  tested  and 
re-tested  so  you  get  the  most  out  of  your 
machine. 

And  our  own  crack  team  of  Xerox 
people  to  make  the  machines  and  supplies 
deliver  the  kind  of  performance  you 
(and  we)  expect  of  them. 

The  second  you  start  to  use  them. 


Accident-Prone 

Somehow  National  Distillers  has  managed  to  be  right  for  the 
wrong  reasons  more  often  than  wrong  for  the  right  reasons. 


Lives  there  a  company  so  brilliantly 
managed  that  it  has  not  had  a  few 
Edsels  and  Colfams  among  its  new 
products?  What  acquisitive  company 
has  not  acquired  a  lemon  or  two?  And 
what  venturesome  major  corporation 
has  not  had  a  frustrating  brush  with 
the  Justice  Department?  A  company 
in  search  of  growth  in  new  fields  is 
bound  to  make  mistakes— often,  more 
mistakes  than  it  would  care  to  admit. 

National  Distillers,  the  world's 
fourth-largest  liquor  producer  (after 
Canada's  Distillers  Corp. -Seagrams, 
Hiram  Walker  and  Schenley)  started 
diversifying  early,  back  in  1951.  And, 
like  everyone  else  since,  it  made  its 
share  of  false  moves. 

But  somewhere  along  the  way,  out 
of  stubbornness  tempered  with  prag- 
matism, it  developed  a  curious  talent, 
'^^gain  and  again.  National  manages  to 
succeed  with  an  acquisition  for  the 
wrong  reasons,  or  at  least  reasons 
quite  different  from  those  that  led  it 
to  buy  the  company  in  the  first  place. 
Unhappily,  it  also  has  tended  to  fail 
with  new  ventures  just  when  the  logic 
of  its  forward  planning  seems  most 
impeccable. 

Predictably,  the  result  has  been  an 
erratic  earnings  history.  It  took  over  a 
dozen  years,  following  National's  first 
major  step  outside  the  liquor  industry 
in  1951,  before  the  company  was  able 
to  match  its  prediversification  profit  of 
$27.2  million— on  twice   the  volume. 


Chairman  Bierwirth 


True,  in  the  mid-Sixties  National  Dis- 
tillers did  manage  to  post  a  handsome 
string  of  earnings  gains  from  $22.8 
million  in  1963  to  a  record  $42.3  mil- 
lion in  1967.  But  in  1968  earnings  fell 
back  to  $33.3  million  and  stayed 
there.  Last  year's  figure  was  $32.7 
million,  only  modestly  ahead  of  20 
years  ago. 

"I  think  our  diversification  program 
has  worked,"  says  President  Drum- 
mond  C.  Bell,  55,  who  last  October 
took  over  as  chief  executive  from  af- 
fable Chairman  John  E.  Bierwirth,  76, 
the  former  banker  who  had  head- 
ed National  for  21  years. 

But  as  Bell  reviews  the  logic  of  Na- 
tional's diversification  program,  its 
accident-prone  nature  emerges. 

Early  Bird  Catches  Nothing 

It  all  began  back  in  1951  with  the 
formation  of  National  Petro-Chemi- 
cals  (with  Panhandle  Eastern)  and 
the  acquisition  the  same  year  of  U.S. 
Industrial  Chemicals,  a  major  maker 
of  industrial  alcohol.  Here,  the  timing 
was  superb.  For  one  thing,  National 
moved  into  petrochemicals  a  good 
five  years  before  other  diversified  com- 
panies and  about  ten  years  ahead  of 
the  oil  companies.  For  another,  Na- 
tional's liquor  business  was  hurt  badly 
in  the  Fifties  as  its  100-proof  bour- 
bon suddenly  lost  popularity.  Chem- 
ical profits  softened  the  blow.  And  in 
industrial  alcohol  there  was  at  least 
some  technological  link. 

But  alas!  National's  product  choice, 
conventional  polyethylene,  was  fast 
becoming  a  commodity,  and  price 
erosion  soon  began  to  haunt  the  ven- 
ture. Yet  it  grew  ever  more  capital 
hungry.  Today,  20  years  later.  Bell 
concedes  that  the  chemical  area  has 
been  "a  disappointment  more  often 
than  not"  and  that  the  division  is  "not 
as  profitable  as  our  other  businesses." 

In  1957  National  again  made  a 
bold  move  on  what  appeared  to  be 
excellent  reasoning.  It  entered  the 
titanium  and  zirconium  field  at  the 
invitation  of  the  Government,  which 
was  interested  in  building  a  stockpile 
of  such  light,  tough  metals  for  use  in 
military  aircraft.  There  was  also  a 
sound  technological  reason  for  the 
move,  notes  Bell:  "We'd  developed 
this  cheaper  method  of  refining  tita- 
nium ore  by  means  of  a  new  sodium 
reduction  method." 

For  a  tiine,  National  had  plenty  of 
company:  outfits  like  Union  Carbide, 
du  Pont,  Crucible  Steel  and  National 
Lead    (which   stayed  with   the  older 


magnesium-reduction  method).  But 
when  the  Government  cancelled  its 
contracts  in  1958,  everyone  dropped 
out— everyone,  that  is,  except  National 
Distillers  and  National  Lead. 

"Mr.  Bierwirth  had  the  courage  to 
stay  with  it,"  says  Bell,  "and  you  know, 
I  ^ceep  telling  him  this— and  I  don't 
think  he  believes  me— but  I  think  he's 
going  to  be  known  more  for  that  ven- 
ture than  for  anything  else  he  has 
ever  done.  With  the  high  technology 
that's  coming  in  the  next  five  or  ten 
years,  that  metal's  going  to  be  a  suc- 
cess like  nothing  you've  ever  seen." 
But  that's  for  the  future.  Bell  concedes 
that  National  Distillers  has  only  made 
money  in  titanium  twice  in  the  15 
years  or  so  that  it  has  been  in  the 
field;  last  year  the  joint  venture  lost 
$6  million  after  taxes. 

Brilliant  Blunders 

Things  have  gone  right  for  National 
in  many  ways,  too.  In  1961  it  bought 
Bridgeport  Brass  (and  with  it  Drum- 
mond  Bell,  who  was  then  Bridgeport's 
financial  vice  president).  Why?  Says 
Bell:  "We  got  into  the  brass  business 
because  we  thought  it  would  help 
our  titanium  business.  We  were  wrong. 
But  we  made  a  hell  of  an  acquisition, 
didn't  we?" 

Indeed  they  did.  Although  it  is  an 
old  and  cyclical  business,  tied  to  mar- 
kets like  automobiles  and  housing, 
Bridgeport    has    generally    been    Na- 
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Give  up  one  night  on  the  town. 

To  give  a  kid  two  weeks 
in  the  country. 


Figure  a  night  on  \he  town  at  thirty  dollars. 

But  give  the  Fresh  Air  Fund  the  $30,  and  we'll  give 

a  kid  two  weeks  in  the  country. 

We've  got  plenty  of  homes,  camps,  food  and  fields. 

What  we  need  from  you  is  the  money  to  get  him 

there. 

$30. 

Thirty  dollars  to  show  a  kid  there  are  more  animals 

around  than  dogs  and  rats. 

That  home  plate  doesn't  have  to  be  a  sewer  cover. 

That  what  you  run  on  can  be  soft  and  green. 

Since  1877  we've  given  over  one  million  city  kids 

a  chance  to  find  out. 

Boys  and  girls  of  all  races  and  creeds. 

This  summer  we  want  to  send  some  more. 

Any  amount  will  help. 

But  thirty  dollars  will  do  it. 

One  night  on  the  town. 


Help  refresh  a  kid. 
Give  to  the  Fresh  Air  Fund. 


Enclosed  is  my  tax-deductible  contribution  of  $_ 

Name 


_State. 


-Zip_ 


Address 

City 

Please  make  check  payable  to  The  Fresh  Air  Fund. 

Cancelled  check  will  be  your  receipt. 

MAIL  TO: 

The  Fresh  Air  Fund 
]  Department  A 
'244  West  41  St., 
iNew  York,  N  Y.  10036 
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■  oilontle  sweetmeat  boui  in  shallow  oval  shape.  Ends  applied  with  silver  and  green  enamel 

■tr-'-r  roubles  of  Elizabeth  I,  dated  1751  and  1756.    Workmaster  Fedor  Ajanassiev.  By  Carl 

■i.:-'i:fge,  Jeweler  to  the  Czars  of  All  the  Russias.  From  the  Forbes  Magazine  Collection  of  Faberge. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  buiiaess. 
Which  is  your  business. 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


tional's  most  profitable  division  in  re- 
cent years,  accounting  for  as  much 
as  a  third  of  1968  reported  earnings. 

As  a  result.  National  was  not  hurt 
too  badly  by  its  apparently  logical 
but  ill-fated  acquisitions  in  fertilizer, 
plastic  pipe,  aluminum  sheet  and  air- 
craft and  missile  components.  Bell  ex- 
plains  the   fertilizer   move   this   way: 

"We  had  this  plant  in  Tuscola 
which  makes  ethylene.  You  get  hydro- 
gen as  an  ofi  gas.  It's  too  expensive 
to  bum.  Okay.  You  take  the  hydrogen 
and  put  it  together  with  nitrogen  and 
\ou  make  ammonia,  a  key  ingredient 
of  fertilizer.  Then  we  went  out  and 
bought  Federal  Chemical  to  distribute 
it  for  us.  It  seemed  like  a  good  move 
at  the  time,  and  we  made  some  money 
off  of  it." 

Unfortimately,  other  companies 
saw  the  same  opportunities— in  this 
case  the  giant  oil  companies.  Result: 
National  nearly  got  trampled  in  a  ca- 
pacity e.xpansion  stampede.  But  if 
its  entry  into  fertilizers  was  ill-timed, 
its  exit  was  well-timed.  Says  Bell:  "We 
sold  it  to  Texaco  [in  1966].  We  didn't 
take  any  loss." 

Winning  by  Losing 

At  this  point  some  companies  might 
have  lost  interest  in  diversifying.  But 
National  Distillers  was  determined  to 
make  a  go  of  it.  Just  as  it  was  back- 
ing out  of  ventures  like  fertilizer.  Na- 
tional embarked  on  a  joint  venture  with 
PhilUps  Petroleum  to  make  polypropy- 
lene, a  textile  fiber. 

"Polypropylene, "  says  Bell,  "looked 
like  it  was  going  to  have  a  two- 
pronged  use:  one  in  plastic  film  and 
the  other  in  textile  fibers.  So  we  and 
Phillips  decided,  okay,  we'll  build  a 
resin  plant.  We  did  it.  Now  we'll  go 
out  and  buy  a  rope  company— this  is 
an  ideal  fiber  for  rope.  We  did  it. 
Then  we'll  buy  a  fine-yam  company, 
because  polypropylene  is  ideal  for  lin- 
gerie and  that  kind  of  thing.  We  did 
it.  It's  also  ideal  for  blankets;  we  pick- 
ed up  50%  of  Beacon  Manufacturing, 
the  world's  largest  maker  of  blankets." 

Enter  the  Justice  Department  in 
1968  charging  excessive  concentration, 
and  ordering  the  dissolution  of  all  ties 
with  Phillips,  including  a  joint  poly- 
ethylene venture.  Result:  National 
kept  Beacon  Manufacturing,  most  of 
the  polyethylene  assets  of  A.B. 
Chemical  and  a  polyethylene  plant  in 
Belgium.  The  rest  it  sold,  some  to 
Phillips. 

Once  again  the  wrong  reasons  tri- 
umphed. Says  Bell:  "We  got  into  Bea- 
con for  the  polypropylene,  which  we're 
now  out  of.  But  we  kept  Beacon  itself 
because  we  found  it  had  some  very 
imusual  nonwoven  technology  that 
we  felt  was  going  to  make  one  hell  of 
an  advance.    So   we   bought   up   the 


Patience  is  a  virtue  in  busi- 
ness, certainty  in  National's 
Almaden  Vineyards  (above^ 
But  was  National  too  patient 
in  titanium  (used  in  fighters 
like  the  Phantom  belowP  "We 
almost  decided  to  get  the  hell 
out  last  year,"  says  President 
Bell.  "But  we've  made  ter- 
rific progress.  It  just  takes 
a  long  time.  Look  at  alu- 
minum   or    stainless    steel." 


tions,  is  now  executive  vice  president. 

Partly  as  a  result  of  the  success 
in  nonwoven  textiles,  Bell  has  given 
National  a  new  product  orientation. 
Says  he:  "What  we're  trying  to  do  now 
is  get  into  more  consumer-oriented 
things.  I  feel  you  can  influence  your 
future  more  successfully,  and  certain- 
ly faster  there  than  you  can  in  these 
high-investment  commodity  things 
which  take  years  to  develop  the  pro- 
cess, build  the  plant  and  finally  get 
profitable." 

To  Bell,  National's  success  with  its 
new  Canadian  whiskey,  Windsor,  is 
evidence  of  that  strength.  Introduced 
in  1963,  Windsor  sold  1.7  million  cases 
last  year,  a  gain  of  20%  over  the  prior 
year.  He's  also  proud  of  National's 
1967  acquisition  of  Almaden  Vine- 
yards, which  turned  in  a  30%  profit 
gain  last  year  on  sales  of  $25  million. 

Long  Way  Home 

Fundamental  problems  remain.  Na- 
tional's chemical  profits  recovered  last 
year  from  $13  million  to  $16  mil- 
lion, but  they're  still  not  back  up  to 
1967's  $23-million  level.  The  division 
is  ferociously  capital  hungry,  and  Na- 
tional has  been  anxiously  searching 
for  a  wealthy  partner,  first  Phillips 
Petroleum  and  then  U.S.  Steel.  But 
at  last  year's  end  the  Federal  Trade 
Commission  put  a  halt  to  a  proposed 
joint  venture  with  Steel,  whereby 
Steel  would  have  made  a  large  cash 


remaining  50%  in  1969,  and  then  we 
acquired  Inwood  Knitting  Mills,  a 
major  manufacturer  of  knitted  and 
bonded  fabrics.  Today  40%  of  our  en- 
tire blanket  production  is  nonwoven, 
and  Inwood  has  gone  from  $30  million 
in  volume  when  we  bought  it  to  $60 
million  this  year." 

Meanwhile,  thanks  in  large  part  to 
the  new  low-cost  foreign  polyethylene 
operations,  National's  international  di- 
vision was  able  to  quadruple  its  earn- 
ings last  year  from  $1.3  million  to 
$4.6  million  on  a  modest  $7-minion 
sales  gain.  Indeed,  National's  foreign 
chemical  earnings  are  so  encouraging 
they  will  be  incorporated  into  the  ail- 
ing domestic  division  performance. 
And  Chairman  Bierwirth's  son,  "Young 
Jack,"  who  had  headed  foreign  opera- 


contribution  for  modernizing  Na- 
tional's polyethylene  facilities  in  re- 
turn for  a  50%  interest. 

Bell  sees  no  reason  to  give  up  on 
chemicals.  He  has  high  hopes  for  a 
new  300-million-pound  vinyl  acetate 
plant,  which  he  says  is  the  largest  and 
lowest-cost  one  in  the  world.  Al- 
though vinyl  acetate  is  another  com- 
modity chemical,  Bell  hopes  it  can  be 
upgraded  closer  to  the  consumer. 

Admittedly,  National  Distillers'  di- 
versification has  been  a  mixed  bag 
with  no  consistent  sense  of  direction 
and  no  real  progress  in  earnings  per 
share.  But  if  Drummond  Bell  can  con- 
tinue discarding  the  weak  parts  while 
strengthening  the  consumer  end,  Na- 
tional's long  travail  may  yet  have  a 
profitable  ending.   ■ 
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Faces  Behind  the  Figures 


Defender  of  the  Faitft 

When  Detroit  millionaire  Robert 
B.  Evans,  now  65,  became  Ameri- 
can Motors'  largest  stockholder 
back  in  1965  by  buying  202,500 
shares  for  $2  million,  he  talked  con- 
fidently of  engineering  a  turn- 
around: "I  think  this  company  can 
have  a  very  bright  future.  A  lot  of 
things  can  be  done,  and  quickly." 

Evans  seemed  the  likely  man  to 
do  it.  Since  his  family's  Evans  Prod- 
ucts Co.,  a  $200-million  plywood- 
and  railroad-equipment  maker,  fell 
to  outside  control  in  the  early  Six- 
ties, he  has  reorganized  some  30 
troubled  companies. 

But  no  sooner  had  Evans  bought 
in  than  AM  lost  $15.7  million  in 
1966  and  $70.5  million  in  1967. 
Last  year,  after  two  years  of  mar- 
ginal profits,  AM  was  back  in  the 
soup  again,  by  $56  million.  In  re- 
cent months,  despite  two  profitable 
quarters,  Evans  sold  off  all  but 
10,000  of  his  AM  shares,  at  a  loss  of 
some  $100,000.  What  went  wrong? 

"Absolutely  nothing,"  says  Evans. 


"They  have  got  it  turned  around. 
They're  efficient  enough  to  make 
car  bodies  at  a  cost  that  will  assure 
success  if  they  get  the  sales." 

Then  why  get  out  just  when  pros- 
pects seem  so  good?  "Look,"  says 
Evans,  "all  along,  at  great  sacrifice 
to  myself,  I  have  protected  this 
company.  When  the  stock  hit  16/2 
in  1968  and  I  could  have  doubled 
my  money,  I  held  on— against  my 
brokers'  advice.  But  if  I  had  sold  at 
the  time,  I  would  have  destroyed 
the  faith  of  the  investment  world, 
and  possibly  of  people  around  the 
country,  in  the  company.  It  would 
have  destroyed  182,000  stockhold- 
ers and  100,000  jobs  and  a  very 
fine  company. 

"I  could  have  sold  again  in  Feb- 
ruary of  this  year  at  10  or  12,  but 
morally  I  felt  I  couldn't  sell  until 
after  the  second-[fiscal]  quarter 
earnings  came  out.  So  I  sold  later 
and  dropped  a  hundred  thousand 
bucks.  But  did  you  notice  nothing 
happened  to  the  stock  when  I  sold?" 

Having  stood  by  the  company 
so  loyally  in  its  darkest  hours,  why 


Evans  of  American  Motors 

not  wait  and  reap  the  profits  of  the 
expected  turnaround?  "I'm  not  as 
young  as  I  used  to  be,"  says  Evans. 
"I  want  diversification.  Besides,  I 
just  don't  know  what's  going  to 
happen  to  the  public's  attitude  to- 
ward the  auto  industi-v."  ■ 


"We  Are  the  Acorrt" 

When  William  D.  Hanna  and  Jo- 
seph R.  Barbera  first  joined  M-G-M 
as  cartoonists  back  in  1937,  they 
didn't  think  twice  about  Walt  Dis- 
ney and  Mickey  Mouse.  They  were 
too  busy  creating  their  own  cat- 
and-mouse  cartoon  series  called 
Tom  and  Jerry,  a  series  that  is 
still  running  and  has  won  them 
seven  Academy  Awards. 
•  By  1957  the  Disney  empire 
touched  almost  every  corner  of 
family  entertainment.  But  that  year 
Hanna  and  Barbera  went  on  their 
own  to  exploit  a  niche  that  Disney 
had  missed:  low-cost  cartoons  for 
television.  Disney  had  all  but  for- 
saken this  market  with  its  perfec- 
tionist philosophy  (see  p.  20).  "Dis- 
ney is  geared  to  $200-a-foot  ani- 
mation," says  59-year-old  President 
Hanna.  "TV  is  $30-a-foot  animation 
We  can  entertain  profitably  with- 
out spending  all  that  money." 

So  Hollywood-based  Hanna- 
Barbera  Productions  began  crank- 
ing out  cheap  but  cle\  er  characters 
like  Yogi  Bear,  Fred  Flnitstone  and 
Huckleberry  Hound.  By  1970  H-B 
ranked  one,  two,  three  on  the  Sat- 
urday morning  Nielsen  ratings. 

Of  course,  with  only  $10  mil- 
lion in  sales,  Hanna-Barbera  is  still 


tiny  compared  with  Disney.  But 
H-B,  now  a  subsidiary  of  smallish 
Taft  Broadcasting  Co.  (sales:  $50 
million),  has  big  ideas.  Like  Disney, 
it's  now  making  full-length  family 
films,  m/:i-chandising  its  characters 
and  thinking  about  its  own  film  dis- 
tribution company.  In  1972  it  will 
help  Taft  open  a  $25-milhon  park 


similar  to  Disneyland  in  Taft's 
hometown,  Cincinnati.  "Disney  is 
the  oak  tree  in  this  business  and  we 
are  the  acorn,"  says  Hanna,  recall- 
ing that  Disney's  sales  after  15 
years  of  operation  were  only  $8  mil- 
lion. "Like  all  acorns,  we  will  grow. 
And  the  closer  we  pattern  ourselves 
to  Disney,  the  better  we  like  it."  ■ 


Hanna,  Barbera 
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Theirs 
not  to  reason 
why... 


During  the  period  when  the  1971  Simmons  Study  was  being  conducted,  FORBES  aver- 
age total  circulation  in  the  48  states  studied  was  625,000  as  compared  with  an  average 
of  603,000  for  Business  Week. 

Based  on  the  total  audience  these  figures  have  produced,  Simmons  indicates  that  the 
average  passalong  for  FORBES  is  1.53  readers  per  copy  as  compared  with  5.93  for 
Business  Week. 

Now  when  you  forget  about  primary  readers— the  people  to  whom  a  magazine  is  actually 
addressed,  and  feed  into  the  computer  the  total  audience  including  all  passalong  read- 
ers, Business  Week  comes  out  all  over  the  place. 

It's  not  up  to  the  Computer-Feeders  to  reason  why.  To  Inputers,  a  number  is  a  number  is  a 
number. 

Now  here's  a  fascinatin'  question: 

Why  between  two  leading  management  magazines  is  there  such  a  total 
disparity  in  the  number  of  passalong  readers,  when  there  is  relatively  little 
difference  in  the  number  of  executives  who  actually  comprise  their  respec- 
tive primary  audiences? 

Do  you  suppose  it  could  be  because  Business  Week  gets  a  buck-slip  slapped  on  and  goes 
from  office  in-basket  to  office  in-basket,  while  the  executive  who  gets  FORBES  takes  it  along 
with  him  to  read  on  the  way  home  and  at  home? 

Do  you  suppose  that  perhaps  the  decision-makers  of  American  businesses  are  not  always 
way  down  the  line  on  a  buck-slip,  but  get  and  keep  for  themselves  the  magazines  they 
want  to  read? 

You  know,  if  you  think  about  it  for  a  minute,  there  must  be  a  pretty  good  reason  why  there 
is  such  a  whopping  difference  in  the  passalong  readership  of  these  two  major  manage- 
ment magazines. 

If  who  actually  sees  and  reads  your  advertising  message  is  more  important  to  you  than 
how  many,  then  FORBES'  low  passalong  readership  ought  to  tell  you  something. 

That  is,  if  you  think  rather  than  simply  compute. 

FORBES  readers  don't  just  own  American  business. 

They  run  it.  Forbes:  Capitalist  tool 


Faces  Behind  the  Figures 


No  Need  To  Dance 

For  a  lawyer,  Robert  S.  Strauss 
is  remarkably  uiisubtle.  As  treasurer 
of  the  Democratic  National  Com- 
mittee, he  faces  the  uphill  task  of 
trying  to  get  businessmen  to  con- 
tri!)ute  to  the  Democratic  Party. 
"When  a  businessman  brings  up 
that  he's  a  Republican,"  says 
Strauss,  "I  ask  him,  'Did  you  ever 
buy  a  ticket  to  a  policemen's  ball?' 
And  when  he  says,  'Yes,'  I  ask  him, 
'Did  you  ever  go  and  dance?'  " 

Strauss,  a  Dallas  lawyer  and 
close  friend  of  Texans  Johnson  and 
Connally,  is  trying  to  remove  the 
party's  $9.3-million  deficit  and  meet 
its  $100,000  a  month  in  operating 
expenses.  Under  Presidents  Ken- 
nedy and  Johnson  the  Democratic 
National  Committee  did  live  largely 
oiF  business  contributions  (plus 
hefty  help  from  organized  labor). 
The  biggest  source  of  business  sup- 
port was  the  $l,000-a-head  Presi- 
dent's Club,  which  had  4,000 
members  at  its  height.  Since  No- 
vember 1968,  it  will  surprise  no- 
body, the  President's  Club  has 
ceased  to  function. 

With  more  zest  than  subtlety, 
Strauss  is  tiying  to  get  the  business 


Strauss  of  Democratic  National  Committee 


money  flowing  again.  A  dinner  in 
Washington  last  month  was  his 
pet  project.  He  hoped  to  clear 
$850,000  from  it.  But  the  fund- 
raising  would  only  begin  there. 
"We're  going  to  throw  a  luncheon 
for  the  businessmen  who  bought  ta- 
bles at  the  dinner,"  he  says,  visions 
of  checkbooks  dancing  in  his  eyes. 
"We'll  have  100  businessmen  to 
cocktails  with  25  Democratic  gov- 
ernors, the  House  and  Senate  lead- 
ership—Mike Mansfield,  Carl  Al- 
bert, Wilbur  Mills— and  all  the 
Democratic  presidential  hopefuls. 
Then  we'll  split  up  into  ten  lun- 
cheons   of    ten    businessmen    each 


with  three  governors  and  three  of 
our  party's  leadership."  He  breaks 
into  a  broad  smile.  "We  put  the 
arm  on  them,  but  we  do  it  with 
style,  don't  you  think?" 

Well,  yes.  But  then  the  Republi- 
cans threw  a  dinner  in  Washington 
on  Mar.  24.  It  cleared  $1.6  million, 
roughly  double  Strauss'  expecta- 
tions. The  Republicans  don't  have 
to  follow  up  with  contributors  to 
such  a  gala.  "We  thank  them,"  says 
National  Committee  finance  direc- 
tor Robert  R.  O'Dell  Jr.,  with  the 
confidence  that  comes  from  having, 
as  opposed  to  merely  wanting,  the 
White  House.   ■ 


Don'f  Blame  Me 

"It's  not  me,  it's  all  the  people 
around  me,"  protests  Robert  L. 
Maclellan,  64,  chairman  and  chief 
executive  of  Chattanooga's  Prov- 
ident Life  &  Accident,  when  you 
try  to  put  the  blame  on  him  for 
one  of  the  best  records  in  the  in- 
surance industry. 

There's  no  denying  the  record, 
however.  Widi  $10.7  billion  insur- 
ance in  force,  PL&A  may  be  big, 
but  it's  also  one  of  the  faster  grow- 
ing, more  profitable  outfits.  Last 
year,  for  instance,  it  earned  11.5% 
on  its  stockholders'  equity,  vs.  the 
industry's  estimated  9%. 

On  the  other  hand,  Maclellan  has 
the  conventional  stance  of  the  in- 
heritor. He  is  the  third  generation 
of  his  family  to  head  up  the  com- 
pany, and  the  family  still  controls 
at  least  17.5%  of  its  stock.  Maclellan 
started  out  as  an  auditor  in  1928, 
fresh  from  Dartmouth,  became 
president  in  1952  and  reached  the 
top  in  1970.  The  only  manage- 
ment policy  he  takes  credit  for  is 
having  pushed  PL&A  into  the  ordi- 
nary life  business.  And  though  the 


growth  there  has  been  above  aver- 
age, ordinary  life  is  still  a  modest 
contributor  to  PL&A's  volume  and 
earnings.  Group  business  produces 
65%  of  PL&A's  insurance  in  force; 
accident  and  health,  64%  of  its  pre- 
mium income. 

Maclellan  is  no  caretaker  man- 
ager, however.  He  has  an  impres- 
sive mastery  of  detail,  rattling  off 
reams  of  statistics  from  memory, 
and  he  has  an  approach  of  his  own 
to  merchandising:  better  benefits, 
stricter  screening  of  customers  and, 
of  course,  higher  premiums.  "We 
never  go  after  premium  volume  for 
its  own  sake,"  he  says.  "We  turn 
down  as  much  business  as  we  write. 
On  the  group  side,  we  won't  write 
groups  under  25.  And  our  average 
life  policy  has  a  face  value  of  about 
$40,000,  compared  with  an  indus- 
try average  of  about  $15,000." 

The  approach  obviously  works. 
Since  Maclellan  reached  the  presi- 
dency in  1952,  PL&A's  assets  in- 
creased eightfold  (to  $632  million), 
its  insurance  in  force  tenfold.  Not 
bad  for  a  company  where  all  the 
chief  executive  does  is  let  other 
people  have  their  head.  ■ 


Maclellan  of  Provident  Life 
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Stairway  to  Heaven 

Ov-ER  HALF  a  century  after  first 
going  to  work  for  big  St.  Regis  Pa- 
per Co.,  Roy  K.  Ferguson,  78,  has 
decided  to  retire.  A  rumpled  bear 
of  a  man,  Ferguson  was  assistant 
manager  of  the  posh  Lake  Placid 
Club  in  upper  New  York  State  back 
in  1917  when  St.  Regis  President 
Floyd  L.  Carhsle  succeeded  in  con- 
verting him  from  hotel  manage- 
ment to  company  management.  It 
was  one  of  the  shrewdest  decisions 
Ferguson  ever  made. 

When  Carlisle,  a  Watertown,  N.Y 
banker,  resigned  in  1934  to  head 
Niagara  Hudson  Power,  Ferguson 
took  over  as  head  of  St.  Regis, 
then  a  modest  regional  papermak- 
er  with  SS-million  sales  and  a  S1.8- 
milUon  loss.  By  1970  it  had  estab- 
lished itself  in  something  like  fourth 
place  in  the  paper  industry,  with 
sales  of  88.57  million  and  net  earn- 
ings of  $32  million.  Ferguson,  with 
287,800  shares  (worth  $11  mil- 
lion) was  its  largest  individual 
stockholder.  For  most  of  those  37 
years,  Ferguson  was  the  boss,  one 
of  the  longest  unbroken  executive 
performances  in  any  major  U.S. 
corporation. 

True,  over  a  decade  ago  Fergu- 
son began  making  gestures  toward 
retiring,  giving  up  the  presidency 
in  1957  and  the  chief  executive 
title  in  1963  to  his  old  colleague, 
William  R.  Adams.  But,  says  Fer- 
guson, "I've  continued  as  chairman 
to  advise,  guide,  through  my  back- 
ground and  e.vperience." 

In  short,  he  never  really  let  go. 
Only  two  years  ago,  in  fact,  Fergu- 
son went  ahead  and  worked  out  a 
merger  with  RCA  while  Adams 
was  halfway  around  the  world.  "I 
regretted  he  wasn't  here,"  says  Fer- 
guson amiably,  "but  we  were  not 
committed  irrevocably  to  it,  and  we 
naturally  discussed  it  when  he  got 
back.  He  recommended  it."  Later, 
St.  Regis  broke  the  deal  off.  Ob- 
serves Adams:  "We  had  a  resur- 
gence in  confidence,  in  ourselves  and 
in  our  markets." 

St.  Regis,  for  all  its  growth,  has 
been  through  a  rather  rough 
period.  In  the  integration  scramble 
of  the  Fifties,  St.  Regis  could  match 
nearly  anyone  in  the  industry  on  the 
size  and  number  of  its  acquisitions 
and  the  poverty  of  its  return  from 
them.  ("We  gave  equity  for  tim- 
berland,"  says  Adams,  "and  though 
it   was   worth    it,    perhaps   paying 


equity  wasn't  the  best  way.")  When 
internal  expansion  was  the  fashion 
in  the  Sixties,  St.  Regis  spent  $500 
million  in  ten  years  on  expansion, 
and  then  chose  to  move  into  price- 
competitive  volume  items  like  ply- 
wood and  linerboard.  ("Why, 
42-pound  linerboard,"  Ferguson 
says,  "was  selling  back  in  1966 
and  1967  for  higher  prices  than 
we're  getting  today.  It's  ridiculous 
when  you  consider  what  has  hap- 
pened to  costs.") 


alteration  in  St.  Regis'  long-term 
pohcies— or  in  Roy  Ferguson's  in- 
fluence. Maybe  we  could  tighten 
up  the  organization  a  little,  says 
Caldwell,  cut  out  some  more  dead- 
wood,  watch  costs  a  little  more 
carefully.  "We  think  we've  done  a 
pretty  good  job  with  the  company," 
he  says,  and  predicts  that  St.  Regis 
will  continue  to  do  well,  particu- 
larly if  the  present  recovery  in  de- 
mand for  both  paper  and  plywood 
should  hold. 


Caldwell,  Adams,  Ferguson  of  Sf.  Regis 


But  to  what  purpose?  In  1959 
St.  Regis  made  $30  million  on 
$505-million  sales.  Last  year— ad- 
mittedly a  poor  one  in  both  paper 
and  building  products— it  made 
only  $2  million  more  on  $360  mil- 
lion more  sales.  In  recent  years  its 
return  on  equity  has  averaged  7.6%, 
vs.  10.9%  for  the  industry;  its  an- 
nual earnings  growth  0.4%,  vs. 
2.3%  for  the  industry.  In  short, 
over  the  years,  St.  Regis  had  got- 
ten bigger,  but  it  clearly  had  got- 
ten no  better. 

Now  Adams  has  moved  up  into 
Ferguson's  old  post  of  chairman 
and  put  in  another  old  Ferguson 
aide,  William  E.  Caldwell,  as  presi- 
dent. But  neither  suggests  that 
these  changes  augur  any  significant 


At  this  point,  there  is  little  reason 
to  think  that  Roy  Ferguson  is  giving 
up  his  hold  on  the  company.  He 
still  has  his  office  on  the  41st  floor 
of  St.  Regis'  New  York  headquar- 
ters, and  he  has  become  chairman 
of  the  company's  policy-making  ex- 
ecutive committee.  And  no  one  is 
suggesting  that  St.  Regis  go  so 
far  as  to  institute  a  mandatoiy  re- 
tirement age.  "We've  never  had 
one,"  says  Caldwell  blandly,  "and 
there's  never  been  talk  about  the 
need  for  one.  We've  always  been 
pretty  flexible." 

After  all,  why  should  Roy  Fergu- 
son—after all  he  has  been  through 
—bow  out  just  when  things  may  be 
looking  up  for  the  company  and 
the  paper  industiy?  ■ 
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Salomon  Brothers'  initial  policies 
on  competitive  commission  rates 

for  listed  stock  transactions. 


Our  firm  welcomes  ihe  (list  sieij'm  the  inijilemenlalion  of  the  Securities 
aud  K\(  liauge  Commission's  conclusion  that  ". . .  fixed  minimum 
commissions  on  institutional  si/.e  oiclers  are  neither  necessar\  nor 
appro])riate." 

Kileclixe  Monchu,  April  5th,  we  will  negotiate  with  our  customers  the 
commission  on  that  portion  of  each  order  in  excess  of  $5()(),()00  subject 
to  the  following': 

AGENCY  TRANSACTIONS.  Pending  experience  with 
c()mpetili\  e  rates,  no  formal  agency  schedule  will 
be  pcxsted  b\  Salomon  Brothers  at  this  time, 
but  we  will  endeaxortobe  as  competitive  as 
j:)ossible  in  eflecting  these  trades. 
PRINCIPAL  TRANSACTIONS.  We  t  h  i  n  k  i  t 
important  to assine that  prices,  particularly 
lor  j)rincipal  transactions  with  their  inher- 
ent r/.sk,  continue  to  be  reflected  realisticalb' 
in  the  tape  print.  Accordingly,  listed  below 
are  t  he  iN(i.\i)iiu))i  commissions  that  Salomon 
Brothers  will  not  exceed  on  an\  principal  


transaction. 

Price  /)('). share 

Maximum 

Co)ii  mission 

per 

share 

$      1  l().$  24'/s 

15(1- 

S  2:uo$  49% 

2:h 

•S  r)()io,S  99% 

5()(r 

SI 00  to  .SI 99% 

75(1 

SiOO  and  above 

SI. 00 

Salomon  Brothers 


Members  New  Voi  k  Stoc  k  l'!xcii.inge.  Itic. 

One  New  York  Plaza.  \eu  \ork.  X.Y.  10004 

AilaiUa/B()stt)ii/C"iiicas;o'ClcvelatKl/ Dallas/ ros  .Angeles 

Pliilaclcli)liia/St.  l.oiiis/San  Fraiitisto 


])(.  pending  upcMi  the  actual  risk  iinohed, 
our  commrssion  on  any  particular  priiu  ij)al 
transaction  may  besubsiantiallv  lower  than 
theabcne  amounts. 

If  you  are  an  institutional  in\estoi  and 
haveaiu  c|uestions  about  howl  his  polic\\\  ill 
ailed  \ou,  pleasecall  any  Salomon  Brothers' 
iepre.seniati\e. 


The  Forbes  Index 


preliminary 


Composed  of  Ihe  following: 
Production 

•  How  mucfi  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  ot  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  nwnihs  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services''  (Depf.  ot  Commerce 


FEB 130.! 

MAR 129.0 

APR 127.8 

MAY 126.1 

JUNE  125.8 

JULY  127.2 

AUG 126.4 

SEPT 125.4 

OCT 122.0 

NOV 119.5 

DEC 119.7 

JAN 122.1 

FEB 124.7 

MAR.  (prel.)   .126.4 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


"^^ 


MARKET  COMMENT 

By  L  0.  Hooper 


Hints  On  The  Art  Of  Investing 


One  of  the  better  reasons  why  I  have 
not  written  a  book  is  that  investing, 
as  I  see  it,  is  a  fluctuating  art  rather 
than  anything  resembhng  a  science.  It 
is  almost  impossible  to  set  clown  fixed 
rules  to  which  there  are  not  glaring 
exceptions.  Furthermore,  the  princi- 
ples which  work  successfully  for  one 
person  are  a  complete  failure  when 
practiced  by  someone  else. 

Partly  because  I  do  not  have  any- 
thing new  to  say  about  the  stock  mar- 
ket, or  individual  securities,  I  am  de- 
voting this  column  to  some  general 
ideas  which  I  hope  will  be  helpful. 
Xhese  ideas  may  not  have  any  imme- 
diate application,  but  from  time  to 
time  most  of  them  will  serve  in  good 
stead.  They  are  based  on  many  years 
of  experience  in  financial  writing,  se- 
curity analysis,  advising  others  and 
making  personal  investments.  During 
those  years,  I  am  sure  I  have  vio- 
lated, at  one  time  or  another,  all  of 
these  principles— and  at  times  fol- 
lowed all  of  them. 

Too  many,  I  fear,  assume  that  there 
is  only  one  item  in  the  investment 
equation,  that  is,  the  vehicle  of  invest- 
ment. Actually,  there  are  two  equally 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  HuHon  &  Co. 


important  elements,  namely  the  in- 
vestor and  the  investment.  It  is  the 
work  of  the  investment  counsellor  to 
match  the  investor  with  the  invest- 
ment; and  if  the  investment  coun.sellor 
is  worth  his  salt  he  may  well  .sell  the 
same  stock  in  one  client's  portfolio 
that  he  buys  in  another  client's  ac- 
count. One  investor's  meat  may  be  an- 
other's poison.  That  is  one  of  the 
many  reasons  why  it  is  difficult  to  hand 
out  investment  advice  on  a  mass  ba- 
sis. Not  all  advice  in  a  column,  or 
market  letter,  is  tailored  to  your  par- 
ticular needs. 

No  two  investors  have  exactly  the 
same  objectives,  or  exactly  the  same 
personalities.  To  advise  intelligently, 
it  is  necessary  to  know  the  investor's 
history,  his  background,  his  environ- 
ment, his  dependents,  his  saving  abil- 
ity, how  he  will  behave  under  pres- 
sure, whether  he  is  financially  and 
psychologically  able  to  assimie  risks 
and  the  extent  of  the  risks,  whether 
he  will  stay  put  or  must  constantly 
buy  and  sell  in  order  to  be  happy, 
and  how  much  financial  material  he 
is  going  to  read. 

As  was  said  at  the  outset,  there's 
no  investment  principle  (or  specula- 
tive practice)    which  always  works— 


or  always  fails.  In  general,  however,  I 
have  found  that  over  a  period  there 
are  certain  things  that  don't  work  out 
well:  1)  thinking  that  there  is  any- 
thing more  than  a  most  remote  possi- 
bility of  making  a  big  killing  in  a 
short  time;  2)  buying  and  selling  fre- 
quently, which  usually  means  taking 
small  profits  and  letting  your  losses 
run;  3)  being  governed  by  "charts," 
which  are  nothing  more  than  the  leg- 
erdemain of  speculation;  4)  reading 
too  much,  thinking  too  much,  and  talk- 
ing about  your  investments  with  oth- 
ers; 5)  regarding  yourself  as  one  who 
can  outsmart  the  market  rather  than 
as  an  accumulator  of  wealth  through 
regular  systematic  saving,  wise  invest- 
ing, and  reinvesting  all  dividends  and 
interest  back  into  principal;  6)  follow- 
ing tips  without  studying  them  care- 
fully to  find  out  if  they  make  sen.se; 
and  7)  perhaps  most  important  of  all, 
frequently  calling  your  broker— no 
matter  how  ethical  and  how  good  his 
intentions  may  be,  sooner  or  later  he 
will  find  something  unnecessary  for 
you  to  do. 

"Stock  Happy" 

You  see,  your  biggest  problem  is 
yourself.  You  must  discipline  yourself 
to  avoid  the  errors  and  unprofitable 
practices  which  plague  most  common 
stock  buffs  an  entire  lifetime.  Don't 
become  "stock  happy."  Regard  your 
investment  experiences  as  an  avoca- 
tion, not  a  main  interest  in  life.  One 
of  my  favorite  phrases  in  talking  with 
clients  is  "wholesome  neglect."  I  find 
that  "wholesome"  neglect,  not  "sense- 
less" neglect,  has  been  the  most  im- 
portant factor  in  building  some  of  the 


FORBES,    MAY   1,   1971 


45 


DIRECTED  TOWARD  _  - 

growth 

of  your  investment  portfolio  both  in 
terms  of  INCOME  and  APPRECIA- 
TION, Babson's  Investment  Apprais- 
al &  Review  Service  offers  you: 
Portfolio  Analyses,  Appraisals  and 
Review/s  on  your  Investments  every 
90  days.  Continuous  Supervision, 
Consultation  Privileges,  Weekly  In- 
vestment Bulletins.  All  for  only 
$384  a  year  regardless  of  the  port- 
folio value.  Recommended  portfolio 
range:  $25,000  to  $250,000. 
Backed  by  Babson's  Reports  Inc., 
one  of  the  Country's  most  experi- 
enced investment  advisory  organiza- 
tions whose  advice  over  the  years  has 
influenced  the  investment  of  billions 
of  dollars.  Mail  coupon  for  free 
brochure. 


Please  send  A  &  R  Service  brochure. 

F-320 

Name 

Street  &  No. 


City. 


State Zip 


BABSOIN'S  REPORTS 

INVESTMENT  MANAGEMENT  DIV. 
WELLESLEY  HILLS,  MASS.  02181 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  April  8,  1971, 
declared  a  second  quarter 
dividend  of  60  cents  a  share 
on  the  Company's  outstand- 
ing  stock,  payable  June 
1,  1971,  to  stocl^holders  of 
record  at  the  close  of  busi- 
ness on  April  27,  1971. 


The  American  Road 
Dearborn.  Michigan  48121 


NEW  ROADS  TO 

OPPORTUNITY  &  WEALTH 

A  valuable   new   50  page   booklet 
just  published.  Sent  tree,  no  obli- 
gation, write 
FDOP  INTERNATIONAL,  John  R.  Sauer.  President 
P.O.  Box  224SB,  Denver,  Colorado  80222. 


most  successful  common  stock  port- 
folios I  know— including  my  own. 

It  is  exceedingly  difficult,  some- 
times, to  make  those  people  who  have 
always  profited  from  buying  and  sell- 
ing merchandise  as  a  way  of  life 
understand  that  in  stocks  you  take 
your  losses  but  not  yom-  profits  be- 
cause Uncle  Sam  shares  in  the  losses 
if  you  take  them.  He  does  not  share 
in  the  profits  unless  you  do  take  them. 
Moreover,  the  chances  are  that  if 
you  have  a  loss,  you  made  a  bad  in- 
vestment; and,  if  you  have  a  profit, 
you  made  a  good  one.  Of  course  this 
principle  can  be  carried  too  far,  espe- 
cially if  you  are  dealing  in  more  spec- 
ulative stocks,  in  "vogue"  issues,  and 
tliat  type  of  investment  you  know 
you  can't  hve  with  permanently. 

At  tliis  point,  I  would  like  to  say 
that— beheve  it  or  not— most  more 
successful  investors  don't  try  to  sell  at 
tlie  top  or  buy  back  at  the  bottom. 
They  know  that  that  is  the  bunk.  No 
one  ever  has  perfect  timing  in  the 
market  except  by  accident. 

The  materials  of  investing,  as  dis- 
tinguished from  the  investor,  are  com- 
mon stocks.  It  may  be  estimated  that 
there  are  some  40,000  of  them,  prob- 
ably more.  Each  one  has  a  personality 
all  its  own,  and  represents  ownership 
in  a  different  corporation.  The  text- 
books classify  stocks  into  "specula- 
tions" and  "investments"  and  in  late 
years  tlie  analysts  have  tried  to  dub 
them  either  as  "growth"  issues  or  "in- 
come" issues,  or  as  equities  not  worth 
bothering  with. 

Actually,  there  are  many  other  clas- 
sifications. You  may  class  them  as  to 
industry:  rails,  utihties,  foods,  retails, 
electronics,  computers,  etc.  Some 
possess  high  leverage,  based  on  cap- 
italization or  nature  of  business,  and 
some  have  no  leverage  at  all.  Some 
are  fast-moving  and  some  slow-mov- 
ing by  habit  and  reputation.  Only 
partly  in  jest,  I  often  refer  to  stocks 
as  of  two  kinds:  those  you  take  home 
to  mamma  and  those  you  take  out 
for  the  evening. 

I'll  admit  that  I  play  with  both 
kinds.  I  took  over  100  points  out  of 
a  computer  stock  that  subsequently 
dropped  100  points  from  where  I 
sold  it.  I  did  very  well  by  selling  a 
fast-food  stock  at  four  times  cost.  But 
I  could  tell  you  of  some  first-class 
disasters,  too.  The  really  comforting 
stocks  have  been  those  that  I  have 
taken  home  to  mamma  (held  for 
years)  like  Lincoln  National,  Kansas 
City  Life,  Diebold,  Halliburton,  Gen- 
eral Electric,  Southern  Pacific,  Smith 
Kline  &  French  and  Zayre.  Recently 
I  have  been  enjoying  a  prolonged 
and  profitable  romance  with  Fannie 
Mae,  but  I  don't  expect  to  marry  her. 

People   like  myself  who  live  with 


common  stocks  tend  to  love  them  all; 
but  we  must  recognize  that  only  a 
minority  of  them  are  really  worth 
owning  as  investments.  If  you  com- 
pare what  1,000  selected-at-random 
common  stocks  are  worth  now  as 
against  what  they  were  worth  ten . 
years  ago,  you  will  be  surprised  to 
find  that  only  about  150  of  them  have 
been  really  good  investments  and  that 
at  least  300  of  them  have  been  poor 
investments.  The  point  is  that  you 
don't  draw  water  every  time  you 
come  to  the  well— even  if  you  are 
smarter  tlian  average.  You  must  count 
on  a  high  margin  of  error.  Most  good 
portfolios,  I  find,  have  made  most  of 
their  appreciation  in  only  a  few  is- 
sues. Most  of  the  rest  have  provided  a 
rather  neutral  performance. 

Look  for  Quality 

If  I  can  do  so  without  seeming  to 
preach  too  much,  I  would  like  to  re- 
mark that  you  usually  get  just  about 
what  you  pay  for  when  you  buy  a 
stock.  If  you  buy  a  quality  issue,  you 
pay  a  quality  price;  and  you  know- 
it  usually  is  cheaper  in  the  long  nrn  to 
buy  something  good  than  to  buy  some- 
thing just  because  it  is  cheap.  In  the 
same  vein,  while  there  are  exceptions, 
I  have  found  that  you  usually  get  the 
most  for  your  money  when  you  buy  a 
stock  for  many  dollars  per  share  rath- 
er than  for  a  low-priced  issue.  I  like 
high-priced  stocks;  usually  they  be- 
come higher-priced. 

My  dad  was  a  dairyman  and  an  ex- 
pert in  deteiTnining  the  value  of  cows. 
Unlike  many  judges  of  cowflesh,  he 
never  closely  examined  a  cow,  looked 
at  her  horns  or  tried  to  milk  her;  he 
just  stood  off  and  looked.  Then  he 
would  say,  "She's  a  good  honest  cow, 
I'll  take  her";  or,  "I  don't  like  her."  He 
had  a  sixth  sense  to  supplement  what 
he  knew.  I  tliink  I  have  developed 
over  the  years  some  of  my  dad's  intui- 
tive talent.  Every  now  and  then  I  run 
into  a  popular  stock  which  has  an  ear- 
mark of  some  kind  that  prejudices 
me  against  it,  and  nine  times  out  of 
ten  I  am  right.  (Let's  not  talk  about 
the  tenth  time  when  I'm  wrong!)  Of 
course  some  of  these  prejudices  are 
based  on  long  acquaintance  with  a 
management  or  traditions. 

I  imagine  this  column  has  offended 
some  people.  There's  no  reason  wh\ 
it  should.  It  is  just  one  man's  experi- 
ence, based  on  long  years  of  practice 
on  the  firing  line.  Other  people  no 
doubt  have  done  much  better  than  I 
have.  Admittedly,  those  following  my 
philosophy  probably  won't  make  as 
much  money  in  "big"  markets;  but  in 
the  long  run  they  won't  lose  as  much 
either.  And  they  will  hve  more  com- 
fortably! Complacency  helps  one  make 
money— sometimes.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Reward  And  Risk 


\\'oL"LD  Yol"  bu\  a  coinmon  stock  that 
meets  the  following  specifications?  It's 
now  available  at  9]^,  where  the  cur- 
rent dividend  provides  an  annual 
yield  of  3.52.  It  can  be  plausibly  ex- 
pected to  earn  about  65  cents  a  share 
in  1972,  or  about  202  more  than  this 
year,  and  therefore  to  be  selling  at 
\Wi,  equal  to  a  little  over  16  times 
estimated  future  earnings,  in  one  year. 
Is  this  a  good  deal? 

Let's  see.  If  realized  after  one  year, 
the  $1.25  price  gain  would  yield  a 
13.52  annual  rate  of  return  on  the 
investment.  Not  too  bad,  but  is  it  really 
good  enough?  There  are,  after  all, 
some  risks  involved.  Our  plausible  the- 
sis may  include  some  unduly  optimis- 
tic calculations,  and  something  to- 
tally unexpected  could  upset  the  ap- 
plecart. So  we  want  to  know  how  the 
expected  13.52  animal  rate  of  gain 
stacks  up  against  the  yield  from  a  less 
risk)'  investment. 

For  example,  a  top-quality,  long- 
term  corporate  bond  would  pay  us 
interest  at,  say,  72  a  year  without  ex- 
posing us  to  serious  price  fluctuations. 
Thus,  allowing  for  the  3.52  dividend 
yield  we  could  get  from  our  stock, 
the  more  conservative  bond  invest- 
ment carries  a  net  yield  advantage  of 
3.52.  As  against  the  bond,  then,  our 
stock  investment,  if  successful,  would 
yield  a  return  10  percentage  points 
greater,  or  almost  three  times  as  much. 

Risks  considered,  is  this  enough? 
Maybe,  if  you  can  feel  certain  that 
the  risks  do  not  exceed  52  of  cost, 
that  our  stock  will  not  drop  under,  say, 
85  (instead  of  going  up  to  10/2)  and 
that,  therefore,  the  risk-reward  ratio 
is  no  worse  than  1:2.  But  in  the  stock 
^narket  it's  rarely  possible  to  be  pre- 
cise about  assessing  risks,  any  more 
than  about  assessing  potential  re- 
wards. So  we  can't  really  say,  objec- 
tively, whether  in  this  situation  a  102 
yield  advantage  would  be  satisfactory. 

We  can  realize,  however,  that  pro- 
fessional investors  who  decide  to  ac- 
cept a  limited  rate  of  gain  in  ex- 
change for  a  limited  stock  market  risk 
will  nowadays  demand  a  greater  re- 
turn on  their  money  than  102  a  year. 
They  know  that  the  risk,  though  per- 
haps remote,  almost  invariably  in- 
volves much  more  than  a  52  loss  in  a 
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price-volatile  medium  like  common 
stocks.  Or  to  put  it  differently,  the 
prospect  of  a  102  annual  yield  advan- 
tage almost  certainly  does  not  incor- 
porate a  satisfactory  margin  for  error, 
especially  when  the  expectancy  of 
gain,  no  matter  how  plausible,  is  es- 
sentially speculative. 

Multiply  our  hypothetical  stock's 
specifications  by  100  and  you  have 
the  Dow  Jones  industrials.  The  point 
I'm  trying  to  make  is  that,  in  the 
lower  900s,  the  Dow  is  a  rational 
"buy"  only  if  you  can  be  reasonably 
sure  that  it  will  hit  1050  within  con- 
siderably less  than  12  months  or,  al- 
ternatively, that  it  will  be  quite  ap- 
preciably above  1050  a  year  from 
now.  Either  way,  it  would  produce  a 
much  greater  net  annual  yield  advan- 
tage than  102  and  thus  a  more  nearly 
satisfactory  risk-reward  ratio. 

Oon'f  Underestimate  the  Risks 

Now  let's  assume,  for  the  sake  of 
argument,  that  the  institutional  invest- 
tors,  who  dominate  the  stock  market 
these  days,  have  become  so  competi- 
tive that  a  102  annual  rate  of  return, 
over  and  above  the  difference  be- 
tween bond  interest  yields  and  stock 
dividends  yields,  is  acceptable  to  them. 
Let's  also  assume,  theoretically,  that 
the  Dow  will  indeed  be  at  1050  on  May 
1,  1972,  on  the  proposition  that  Wash- 
ington has  imdcrwritten  a  business 
recovefy  prompt  and  large  enough  to 
generate  1972  earnings  of  $65  "per 
share"  for  the  Dow,  and  that  these 
earnings  should  then  be  worth  a  mul- 
tiple somewhat  above  16.  It's  probably 
fair  to  say  that,  though  oversimpli- 
fied here,  this  proposition  is  the  bull 
market's  underlying  rationale  and  is 
generally  regarded  as  something  of  a 
near  certainty. 

But  on  the  same  proposition,  the 
Dow  would  get  "out  of  line "  any  time 
it  gained  much  more  or  much  less 
than  1%  per  month,  on  average,  from 
925.  That  is  to  say,  any  time  the  av- 
erage gained  more  than  about  10 
points  in  a  month  or  less,  it  would 
cease  to  be  a  rational  "buy";  whereas, 
whenever  it  gained  less  than  about 
10  points  in  a  month  or  more,  it 
would  invite  aggressive  buying  all  over 
again.  In  other  words,  it  would  be- 
have much  like  a  bond  selling  below 
face  value,  where  it  will  be  redeemed 


a  year  later.  Such  a  bond  can  be  ex- 
pected to  advance  in  price  slowly  but 
inexorably  over  the  time  remaining  un- 
til maturity. 

It's  possible— but  I  doubt  it— that  this 
is  the  kind  of  bull  market  we  have  to 
reckon  with  from  here  on,  a  market 
where  a  seeming  near  certainty,  wide- 
ly recognized,  has  resulted  in  inves- 
tors' willingness  to  accept  a  distinctly 
limited  appreciation  potential  in  ex- 
change for  presumably  minimal  reac- 
tion risks.  But  the  stock  market  has 
no  business  behaving  like  a  prime  one- 
year  bond  whose  timely  redemption 
at  face  value  can  be  taken  for  granted. 
Relative  price  stability  is  inherently 
foreign  to  the  character  of  the  over- 
all stock  price  movement,  if  only  be- 
cause it  fails  to  stimulate  speculative 
interest  and  makes  for  a  deteriorating 
demand-supply  relationship. 

From  this  point  of  view  alone,  1 
continue  to  think  that  general  reac- 
tion risks  have  lately  been  much  un- 
derestimated. But  what  bothers  me  no 
less  is  the  thought  that,  sparked  per- 
haps by  some  increase  in  mass  opti- 
mism, the  average  price  level  could 
rise  at  an  average  monthly  rate  much 
faster  than  1%  this  spring  and  sum- 
mer, that  the  Dow  might  reach  the 
high  900s  too  soon,  too  fast.  As  I  see 
it,  the  risk-reward  ratio  then  would 
become  totally  unacceptable  unle,ss 
along  with  such  a  rise  there  was  a 
clear,  material  improvement  in  the 
underlying  fundamentals. 

True,  right  now  the  Dow  seems  fair- 
ly priced  at,  say,  16.5  times  this  year's 
possible  earnings.  But  if  one  should 
expect  it  to  be  tcnably  priced  at  the 
same  multiple  for  next  year's  possible 
results,  then  it  follows  that  from  now 
on  the  average  should  advance  only 
as  earnings,  too,  rise.  In  other  words, 
for  a  faster  rate  of  price  gain,  the 
average  price/ earnings  ratio  would 
have  to  rise.  But  with  short-term  in- 
terest rates  going  up  again,  and  with 
long-term  bond  yields  not  too  likely 
to  decline  significantly  (if  at  all),  a  ra- 
tional basis  for  expecting  the  average 
P/E  ratio  to  rise  from  here  on  seems 
difficult  to  establish. 

Besides,  indications  are  that  the 
stock  market  at  large  is  now  a  good 
deal  dearer  than  the  Dow.  The  Stan- 
dard &  Poor's  425  industrials  are  go- 
ing at  almost  19  times  likely  1971 
earnings— historically  a  very  high  mul- 
tiple and  potentially  a  quite  vulnera- 
ble one.  Under  the  circumstances,  I 
cannot  muster  too  much  enthusiasm 
for  the  current  general  market  situa- 
tion. Perhaps  the  time  has  come  to 
concentrate  on  relatively  small  "spe- 
cialty" speculations,  where  the  risks 
may  be  substantial  but  where  the 
potential  gains  are  several  times 
greater  than   102  annually.   ■ 
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STOCK  ANALYSIS 

By  Heinz  H.Biel 


He  Told  You  So... 


Just  about  a  year  ago  the  stock  mar- 
ket was  in  a  state  ot  abject  despon- 
dency. The  gloom  in  Wall  Street  was 
all  but  impenetiable.  Credit  was  not 
only  incredibly  costly  but  virtually  un- 
obtainable by  those  who  needed  it 
most.  One  of  the  veiy  few  men  of 
prominence  who  had  tlie  courage  to 
speak  of  the  future  with  confidence 
during  the  grim  days  of  May  1970 
was  our  President.  Mr.  Nixon  simply 
said  that  if  he  had  the  money,  he 
would  be  buying  stocks  NOW. 

Isn't  it  too  bad  that  the  credibility 
gap— remember  Cambodia,  for  in- 
stance?—was  so  wide  that  all  too  many 
would-be  investors  did  not  even  want 
to  look  at  all  the  wonderful  bargains 
that  were  so  plentiful  at  the  time? 
Now,  with  the  DJI  nearly  300  points 
higher,  the  scramble  is  on  to  get  back 
on  the  bandwagon.  Unfortunately,  the 
bargains  are  gone. 

Most  of  us  Wall  S tree ters— brokers 
and  analysts,  traders  and  portfolio 
managers— were  not  exactly  heroes  at 
the  time  either.  The  carnage  had  been 
just  too  severe.  Some  of  us  remem- 
bered somewhat  similar  expressions  of 
confidence  by  another  President  40 
years  ago;  we  recalled  a  prominent 
businessman  then  saying  that  he  and 
his  son  were  buying  Standard  Oil. 
This  time,  however,  the  President  was 
right  and  his  timing  superb. 

As  far  as  this  column  is  concerned, 
I  have  to  confess  that  I,  too,  lacked 
the  courage  to  shout  buy.  Buy,  BUY! 
I  merely  said:  "Apparently  this  bear 
market  is  now  passing  through  the 
final  stage  of  reckoning."  This  was  cor- 
rect, but  not  exactly  as  forceful  and 
clear  as  Mr.  Nixon's  statement. 

Whaf  Now? 

The  only  time  it  is  easy  to  make  big 
profits  in  good  stocks  is  when  it  is 
most  difiicult  to  convince  yourself  to 
give  up  the  security  of  Treasury'  bills 
or  savings  banks  in  favor  of  stocks. 
Now  tliat  Wall  Street  has  more  than 
regained  its  equilibrium,  the  capital 
gains  potential  of  in\-estment-grade 
stocks  has  been  reduced  so  much  that 
one  begins  to  wonder  whether  it's  still 
worthwhile  to  buy  them.  Such  con- 
siderations are  valid  for  most  of  our 
bluest  blue  chips,  whether  it  be  GM 
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or  GE,  Sears  or  Procter  &  Gamble, 
Jersey  or  Coca-Cola,  IBM  or  Xerox. 

Yes,  in  my  opinion  it  is  worthwhile. 
For  one,  I  believe  that  this  new  bull 
market  still  has  a  good  life  expectancy 
and  some  considerable  distance  to  go. 
Second,  I  expect  that  the  Adminis- 
tration's "economic  game  plan," 
though  presently  behind  schedule, 
will  work  out  as  intended:  a  signifi- 
cant improvement  this  year  and  high 
prosperity  by  1972.  Corporate  prof- 
its, on  an  overall  basis,  will  be  good, 
probably  very  good,  reflecting  better 
cost  control  on  the  one  hand  and 
greater  volume  on  the  other.  Labor 
costs  are  a  major  problem,  to  be  sure, 
but  not  in  all  industries,  and  labor 
productivity  also  has  improved.  And 
some  industries  have  not  been  exactly 
timid  about  raising  prices. 

The  rather  rosy  outlook,  at  least 
the  way  I  see  it,  is  of  course  the  main 
reason  why  stocks  are  now  at  their 
present  relatively  high  levels.  As 
broad  euphoria  develops,  as  it  alwa\s 
does  during  periods  of  prosperity,  the 
stock  market  will  be  a  beneficiary. 
Stock  prices  that  are  fairly  reasonable 
now  will  rise  once  again  to  levels  that 
economically,  statistically  and  actu- 
arially are  too  high.  For  the  blue 
chips,  such  as  I  mentioned  before,  I 
can  visualize  a  further  appreciation 
of,  say,  25%  to  30%.  This  isn't  a  great 
deal  when  compared  with  the  large 
gains  of  the  past  six  to  12  months,  but 
it  is  enough  to  make  investments  in 
such  issues  more  desirable  than  Treas- 
ury bills  or  bank  CDs. 

If  a  potential  gain  of  25%  is  too 
pedestrian  for  you— and  most  inves- 
tors become  greedier  as  the  bull  mar- 
ket progresses— you'll  just  have  to  take 
greater  risks.  The  risks  come  in  many 
forms:  a  troubled  industry  {viz  aero- 
space or  steel);  highly  leveraged  cap- 
ital structures  (most  conglomerates); 
unpopular  groups  which  may  require 
patience  {viz  paper,  metals,  sulphur, 
etc.);  or  relativeh  small  and  perhaps 
unproven  companies  which  may  or 
may  not  live  up  to  expectations. 

I  expect  tlie  market  to  become  a 
great  deal  more  speculative  as  1971 
progresses.  Trading  activity  will  shift 
increasingly  over  to  the  American 
Stock  Exchange  and  to  the  revitalized 
over-the-counter  market.  The  new  is- 
sues field  is  beginning  to  warm  up 
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and  ma\  become  "hot"  before  long.  It 
just  takes  a  while  to  get  these  things 
through  SEC  registration.  Performance 
will  again  be  the  main  objective  of 
portfolio  managers  who  only  a  year 
ago  struggled  just  to  keep  alive. 

As  the  market  climate  changes 
from  investing  to  speculating  to  gam- 
bling, the  task  of  a  columnist  becomes 
more  difficult.  One  doesn't  put  "tips " 
into  print,  and  some  of  the  stories, 
which  can  make  stocks  go  up,  are  sim- 
ply too  tenuous  to  relate.  And  how 
can  anyone  "advise"  on  stocks  like  Xa- 
tomas  or  Asamera? 

Two  Speculative  Sfocks 

Gulf  <fr  Western  Industries  ( 28) ,  one 
of  the  major  conglomerates,  survived 
last  year's  problems,  especially  the 
credit  squeeze,  in  pretty  good  shape 
despite  its  huge  long-  and  short- 
term  debt.  Management  undoubtedh 
learned  from  its  experience  and  will 
probably  be  more  cautious,  though 
not  less  aggressive,  from  here  on.  The 
concept  of  conglomerates  remains  to 
be  proven,  but  G&W  has  a  number  of 
good  irons  in  the  fire,  and  the  lev- 
eraged capital  structure  should  work 
in  its  favor  in  the  coming  fiscal  year. 
For  the  year  ending  July  31,  1971 
profits  are  estimated  at  around  $2.60 
a  share— not  bad,  considering  that  this 
was  a  very  difficult  period.  G&W  seems 
an  interesting  speculation. 

I  am  intrigued  by  the  potentialities, 
not  yet  realities,  inherent  in  Alleghamj 
Corp.  This  is  a  strange  company  with 
a  checkered  career  going  back  to  the 
heydays  of  1929.  Unfortunately  the 
story's  too  long  to  be  told  in  this  col- 
umn. Due  to  good  fortune,  or  per- 
haps due  also  to  good  judgment,  Al- 
leghanv  disposed  of  most  of  its  hold- 
ings oif  984,100  New  York  Central 
shares  at  a  most  propitious  time  by 
offering  an  exchange  to  its  sharehold- 
ers, thus  greatly  reducing  its  own  cap- 
itahzation.  Alleghany  Corp.  has  a  ma- 
jor investment  (45%  control)  in  In- 
vestors Diversified  Services  (the  large 
mutual  fund  organization)  and  has 
substantial  holdings  in  Manufacturers 
Hanover  and  various  other  corpora- 
tions. It  also  controls  a  motor  freight 
carrier,  Jones  Motor  Co. 

However,  the  most  fascinating  as- 
pect is  the  holding  of  21,243  shares 
(53%)  of  Missouri  Pacific  "B,"  that 
maverick  of  a  stock  which  holds  the 
key  for  the  future  of  that  railroad. 
The  ultimate  value  of  MoPac  "B,"  now 
selhng  around  $1,450  a  share,  is  im- 
possible to  estimate,  nor  can  anyone 
say  whether  or  when  conversations 
now  going  on  between  the  interested 
parties  will  lead  to  a  conclusion.  Pri- 
marily because  of  this  unusual  situa- 
tion, Alleghany  appeals  to  me  as  a 
speculation.   ■ 
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STOCK  TRENDS 

By  Charles  Rolo 


The  Tortoise  And  The  Hare 


.^U 


The  fact  that  the  stock  market,  since 
mid-November,  has  been  running  like 
a  hare  while  the  economy  has  poked 
along  like  a  tortoise  continues  to  be- 
wilder some  investors.  May  I  suggest 
that  the  exuberant  behavior  of  the 
stock  market  is  attributable,  at  least 
indirectly,  to  this:  A  good  many 
shrewd  people  are  pleased  that  the 
economy  has  been  crawling  rather 
than  sprinting. 

This  paradox  is  readily  explainable. 
In  the  closing  months  of  1970,  infla- 
tionary pressures  were  still  strong, 
and  fears  were  prevalent  that  infla- 
tion might  be  reaccelerated  by  a  brisk 
pickup  in  the  economy.  This  would 
have  punctured  hopes  for  a  renewal 
of  sustainable  economic  expansion, 
and  the  impact  on  the  stock  market 
might  well  have  been  disastrous. 

However,  the  persistent  sluggish- 
ness of  the  economy  helped  to  damp- 
en inflationary  expectations;  and  there 
now  appears  to  be  real  evidence  that 
inflation  is  slowing  down.  (The  con- 
sumer price  index  and  wholesale  prices 
have  risen  at  an  annualized  rate  of 
less  than  3%  in  1971.)  Meanwhile, 
the  slack  in  the  economy  has  put 
pressure  on  the  Administration  and 
the  Fed  to  pursue  aggressively  stimu- 
lative policies.  In  recent  months,  the 
money  stock,  which  from  September 
through  January  grew  at  an  annual 
rate  of  only  3%,  has  been  growing  at 
more  than  7%— the  figure  Adminis- 
tration spokesmen  have  wanted.  And 
interest  rates  (until  recently)  have 
been  declining  sharply,  especially  at 
the  short-term  end  of  the  spectrum. 

Clearly,  the  disappointing  behav- 
ior of  the  economy  has  in  fact  been  a 
blessing  for  the  stock  market.  It  has 
helped  to  bring  about  what  the  mar- 
ket (whose  very  life  blood  is  money) 
wanted  most:  stepped-up  monetary 
expansion,  a  return  to  liquidity  and  a 
surprisingly  sharp  lowering  of  the  cost 
of  credit.  But  from  here  on  the  power 
required  to  propel  the  market  upward 
will  have  to  come  largely  from  earn- 
ing.s-or  at  least  earnings  expectations. 
The  tortoise  has  played  his  part.  Now 
the  market  would  Hke  to  see  a  little 
action  on  the  earnings  scene. 

Last  month,  I  advanced  the  hypoth- 
esis that  the  people  who  have  been 
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buying  stocks  aggressively  already 
have  their  sights  set  on  1972.  They 
appear  to  be  willing  to  settle  for  a 
modest  pickup  in  the  economy  in  1971, 
confident  that  it  will  develop  into  a 
strong  upsurge  next  year.  It  is  too  ear- 
ly to  judge  the  validity  of  this  as- 
sumption. But  the  recent  economic 
news  tells  us  this  much,  that  a  grad- 
ual recovery  is  taking  shape.  Here  is  a 
sampling  of  the  evidence: 

•  Some  of  the  unfavorable  prelimi- 
nary economic  data  for  January  and 
February  have  since  been  revised  up- 
ward, in  some  instances  substantially. 
Notably,  the  figures  for  factory  inven- 
tories, factory  orders  for  durable 
goods  and  construction  spending. 

•  Auto  sales  for  March  were  well 
above  the  upper  range  (730,000)  of 
industry  estimates. 

•  Recent  retail  sales  statistics  have 
been  quite  strong. 

•  The  University  of  Michigan's  lat- 
est quarterly  survey  of  consumer  in- 
tentions concludes  that  "quite  substan- 
tial improvements  have  occurred  in 
several  consumer  attitudes  which,  tak- 
en together,  signal  a  break  from  the 
depressed  sentiment  [of]  1970." 

•  In  the  international  sphere,  fears 
of  yet  another  "dollar  crisis"  have  ap- 
parently subsided.  Although  the 
chronic  U.S.  balance-of-payments 
problem  has  assumed  the  aspects  of  a 
time  bomb,  the  stock  market  is  clear- 
ly willing  and  able  to  live  with  it— pre- 
sumably in  the  belief  that  the  experts 
will  defuse  it. 

Some  of  the  data  cited  above  sug- 
gest that  first-quarter  earnings,  in  the 
aggregate,  may  be  slightly  better  than 
had  been  anticipated  earlier.  (The 
typical  forecast  was  "spotty.")  Even 
so,  I'm  inclined  to  doubt  that  a  fur- 
ther significant  and  sustained  rise  in 
the  overall  level  of  stock  prices  is 
likely  to  take  place  until  there's  evi- 
dence that  a  healthy  uptrend  in  earn- 
ings is  getting  under  way.  This  means 
that  investors  in  the  months  ahead 
will  require  imagination,  superior  re- 
search and  a  willingness  to  assume 
abo\'e-average  risks. 

It's  no  longer  easy  to  find  stocks  with 
a  ratio  of  risk-to-reward  that  looks 
compellingly  inviting.  The  DJI— cur- 
rently selling  at  about  16  times  pre- 
vailing earnings  estimates  for  1971, 
which   is   slightly   above   its   average 


multiple  for  the  past  five  years— gives 
a  somewhat  misleading  impression  of 
the  general  level  of  price/ earnings  ra- 
tios. In  many  sectors  of  the  market— 
the  utilities  are  perhaps  the  most  con- 
spicuous exception— multiples  are  well 
above  the  1966-70  average.  Moody's 
industrials,  for  example,  are  selling  at 
19  times  this  year's  estimated  earn- 
ings, the  highest  valuation  for  this  av- 
erage since  1962. 

It  is,  of  course,  normal  for  mul- 
tiples to  be  on  the  high  side  when 
earnings  are  still  in  a  recessionary 
trough  and  stock  prices  have  surged 
upward  in  anticipation  of  an  econom- 
ic upturn.  In  1958,  for  instance,  the 
P/E  ratio  for  Moody's  industrial  stock 
average  jumped  from  12.5  to  over  21. 
Although  the  ratio  then  contracted, 
the  resurgence  of  earnings  caused 
stock  prices  to  rise  sharply  until  the 
end  of  1959.  There's  no  guarantee, 
however,  that  what  happened  in  1959 
will  happen  in  1972.  And  it's  advis- 
able to  think  twice  before  buying 
stocks  on  glowing  projections  for  1972, 
if  they  look  overvalued  on  the  basis 
of  estimates  for  1971. 

Portfolio  Possibilities 

A  good  recovery  in  the  building  sec- 
tor could  lead  the  way  to  record  sales 
and  earnings  this  year  for  Diamond 
International  (42),  a  major  industrial 
complex  (sales:  $505  million)  with  in- 
terests in  paperboard,  packaging, 
printing,  buflding  materials  and  lum- 
ber. After  four  years  of  relatively  flat 
earnings,  the  company  appears  to  be 
finally  in  a  position  to  start  reaping 
the  fruits  of  the  sizable  acquisitions 
made  since  1967.  If  the  anticipated 
improvements  in  lumber  prices  and 
home  construction  materialize,  DN's 
profits  per  share  might  be  in  the  area 
of  $3.25  per  share  (vs.  $2.95  in  1970). 
Selling  for  less  than  13  times  esti- 
mated earnings,  the  stock  ofi^ers  par- 
ticipation in  the  building  field  at  what 
appears  to  be  a  reasonable  valuation. 

In  a  more  speculative  bracket, 
Graniteville  (29)  appears  to  have 
worthwhile  appreciation  potential 
over  the  intermediate  and  longer  term. 
One  of  the  company's  strengths  is  its 
large  position  in  denim,  which  has 
been  in  strong  demand  in  the  youth 
market.  Although  1970  was  a  dif- 
ficult year  for  most  textile  companies, 
GVL's  net  per  share  rebounded  (from 
$1.29)  to  $2.07.  At  the  beginning  of 
this  year,  order  backlog  was  up  24% 
and  a  rise  in  profits  to  $2.50  a  share 
appears  attainable  in  1971.  If  man- 
agement succeeds  in  its  efforts  to  im- 
prove the  current  unsatisfactory  re- 
turn on  sales  ($102  million),  earnings, 
which  reached  $3.91  per  share  in 
1966,  should  register  further  substan- 
tial improvement.  ■ 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Britain  Faces  Up  To  Recession 


It  is  seldom  that  one  has  the  oppor- 
tunity' to  congratulate  pohticians  on 
having  the  courage  of  their  convic- 
tions. It's  even  more  rare  when  their 
courage  dictates  a  course  of  action 
which  may  be  unpopular  with  a  large 
segment  of  the  population,  although 
in  the  long  run  it  should  achieve  bene- 
ficial results  for  the  entire  nation. 

The  budget  presented  to  Britain  by 
its  comparatively  new  Tory  govern- 
ment falls  into  this  category.  It  took 
guts  for  the  Chancellor  of  the  Ex- 
chequer, Anthony  Barber,  to  follow  a 
course  of  action  which  will  give  ma- 
jor tax  relief  both  to  industry  and  to 
highly  paid  personnel,  knowing  it 
would  be  labeled  a  "rich  man's  budg- 
et." Of  course  it  is  not  entirely  a  rich 
man's  budget  inasmuch  as  allowances 
for  children,  etc.,  are  increased,  thus 
making  a  considerable  difference  to 
the  lower-paid  workers,  and  old-age 
pensioners  are  also  given  benefits. 

Nevertheless,  it  is  a  true  Tory  budg- 
et aimed  at  oiling  the  wheels  of  in- 
dustry and  putting  more  disposable  in- 
come into  the  pockets  of  the  popula- 
tion in  general. 

Britain's  economic  problems  are 
manifold.  The  principal  problem  is  a 
serious  recession,  possibly  the  worst 
since  the  end  of  World  War  II.  Un- 
employment is  on  the  rise  and  new 
investments  are  sluggish.  A  reduction 
in  the  corporate-profit  tax  and  in  in- 
come tax,  together  with  the  Bank  of 
England's  current  expansionary  pol- 
icies, should  reverse  this  trend.  There 
is  also  the  worse-than-ever  cost  infla- 
tion, and  its  parallel  problem— any  in- 
crease in  internal  demand  leads  to  a 
disproportionate  increase  in  imports, 
with  a  very  unfavorable  effect  on  the 
balance  of  payments.  Tax  reforms  are 
scheduled  and  the  income  tax  and 
surtax  is  to  be  revised— a  welcome 
step  that  is  much  overdue. 

One  of  the  victims  of  the  budget  is 
the  selective  employment  tax.  This  tax 
penalized  industries  which  were  not 
employed  in  direct  production.  The 
service  industries,  such  as  retailing, 
insurance,  etc.,  were  of  course  most 
adversely  affected.  This  tax  is  to  be 
substantially  reduced  this  year,  and 
is  scheduled  for  eventual  elimination. 

The  insurance  and  banking  in- 
dustries, providing  so  much  of  Brit- 
ain's invisible  exports,  will  benefit  and 


so  will  retailing  organizations.  The 
company  which  immediately  comes 
to  mind,  from  an  American  point  of 
view,  is  Woolworth.  F.W.  Woolworth, 
Ltd.  is  the  British  subsidiary  of  the 
American  \\'oolworth  which  holds  the 
controlling  interest  in  it,  the  minority 
of  its  shares  being  listed  on  the  Eng- 
lish stock  exchanges  and  indirectly  in 
the  form  of  .ADR's  on  the  American 
Stock  Exchange.  Woolworth  Ltd., 
with  about  1,000  stores  in  the  Brit- 
ish Isles,  should  be  a  major  bene- 
ficiary of  the  government  policies  and 
so,  of  course,  should  the  parent  com- 
pany, whose  principal  source  of  prof- 
it is  still  its  English  operations. 

Phenomenal  Growth 

Other  shares  which  sliould  be  fa- 
vorably affected,  but  which  are  not 
quite  as  well  known  in  this  country, 
include  Marks  &  Spencer,  a  chain- 
store  group  with  about  250  stores.  The 
growth  rate  of  this  group  during 
the  last  30  years  has  been  little 
short  of  phenomenal  and  experts  in  re- 
tailing are  almost  unanimous  in  re- 
ferring to  Marks  &  Spencer  as  the 
world's  most  efficient  retailer.  Great 
Universal  Stores  is  another  likely  ben- 
eficiary. The  stocks  of  both  Marks  & 
Spencer  and  the  Great  Universal  Stores 
(commonly  referred  to  as  Gussies)  are 
available  in  the  form  of  ADR's  but 
have  not  been  actively  traded  in  the 
U.S.  market  for  many  years. 

If  only  courage  were  needed  to 
achieve  economic  miracles,  Britain's 
problems  would  seem  to  be  solved. 
Regrettably,  courage,  is  not  enough, 
and  one  will  have  to  watch  carefully 
how  the  other  problems  in  the  Brit- 
ish economy,  namely  cost  inflation  and 
the  balance  of  payments,  shape  up. 


In  my  Apr.  1  column,  I  referred  to 
the  merger  possibilities  between  Bur- 
mah  Oil  and  Tenneco.  I  meant,  of 
course,  Conoco,  an  affectionate  ab- 
breviation for  Continental  Oil.  No  ex- 
cuse can  suffice  for  such  a  slip  of  the 
typewriter,  and  formal  apologies  have 
been  made  elsewhere.  For  my  part  it 
gave  me  the  opportunity  to  make  the 
telephone  acquaintance  of  the  presi- 
•dents  of  both  Tenneco,  Mr.  Freeman, 
and  Continental  Oil,  Mr.  McLean- 
salvaging  some  good  from  a  most  un- 
fortunate incident.   ■ 


It's  in  the  book! 

(and  yours  as  a  bonus 
for  subscribing  now) 


Brussels 
Christ  Cella 
Colony 

Dinty  Moore's 
Four  Seasons 
Gloucester  House 
Ground  Floor 
King  of  the  Sea 
La  Fonda  del  Sol 
Le  Pavilion 


Mamma  Leone's 

Maxwell's  Plum 

Palm 

Pen  &  Pencil 

Rainbow  Room 

Sardi's 

Sign  of  the  Dove 

Tower  Suite 

Trader  Vic's 

"21"  Club 


Of  these  twenty  famous  New  York 
Restaurants,  four  are  outstanding, 
three  are  to  be  avoided  at  all  costs 
. . .Which?  This  new  hard  cover  book 
containing  all  the  reviews  from  the 
first  yearof  Forbes  Magazine's  Res- 
taurant Guide  is  yours  as  a  gift  val- 
ued at  $9.95  with  a  one-year  sub- 
scription to  Forbes'  weekly  guide  to 
New  York  eateries. 

Here  is  the  consumer's  guidewhich 
offers  you,  literally,  the  most  direct 
protection  for  your  dining  invest- 
ments . . .  internal  and  external.  And 
it  costs  less  than  the  price  of  one 
bad  meal  for  two  in  most  restau- 
rants. 

Subscribe  now  at  Forbes'  special 
Charter  rate  by  returning  the  cou- 
pon below,  and  receive  this  hard- 
cover book  containing  300  reviews 
as  a  bonus  available  exclusively  to 
Restaurant  Guide  subscribers. 

FORBES  MAGAZINE'S  RESTAURANT  GUIDE 

60  Fifth  Avenue,  New  York,  N.Y.  10011 

Gentlemen:  Enclosed  Is  $24  for  my  one-year 
subscription  at  the  special  Charter  rate  (regu- 
lar rate  $36)  to  Forbes  Magazine's  Restaurant 
Guide  -52  weekly  issues.  Also  send  me  at  no 
extra  cost  the  hard  cover  Restaurant  Guide 
Book,  plus  a  handsome  black-and-silver  binder 
to  hold  my  weekly  issues  of  the  Guide. 

NAME __^ 


ADDRESS. 
CITY 


STATE _ 
R-0143 


ZIP 


FORBES,   MAY  1,   1971 


51 


A  never  before  BAXTER  offer 

to  FORBES  Readers! 

THESE  FIVE  BAXTER  REPORTS  COME  TO  YOU 
AS  A  BONUS: 

GOLD  SHARES  and  the  Investor,  Parts  I,  II  &  III 

What  Should  the  Investor  Do  in  the  SILVER  Crisis 

PLATINUM  in  Review 

We  offer  this  never  before  Bonus  Package  because  of  growing  world  concern  about  a 
number  of  national  currencies.  In  times  of  crisis  people  everywhere  want  something  solid. 
They  tend  to  turn  from  paper  to  gold  and  other  precious  metals.  The  United  States  has 
taken  gold,  silver  and  platinum  completely  out  of  circulation.  The  result  is  upward  pressure 
on  these  precious  metals. 

As  gold  goes  up.  the  value  of  money  tends  to  go  down.  Right  now.  gold  is  quietly  bubbling. 
But  it  could  have  an  eruption  overnight.  A  high  British  official  has  publicly  worried  about 
possible  devaluation  of  the  Pound   One  expert  suggests  that  by  1975  gold  will  be  at  $70 —  . 
almost  double  today's  price  (other  experts  disagree). 

As  an  investor  and  as  a  businessman,  you  should  watch  gold  price  movements  carefully 
and  constantly.  Remember  it  is  the  only  medium  of  exchange  eagerly  accepted  at  any  time 
anywhere  in  the  world  wherever  it  is  legally  permitted.  Remember  also  that  gold  stocks  can 
be  a  most  useful  hedge  against  inflation. 

The  3  Baxter  Gold  Reports  in  this  Bonus  Package  talk  out  in  plain  language.  They  tell  you 
which  American,  Canadian  and  African  gold  stocks  we  believe  should  be  bought,  and  at 
what  price.  They  also  suggest  certain  gold  stocks  that  should  be  avoided. 

BIG  RISE  IN  SILVER?  Silver  prices  are  currently  well  below  their  1968  peak  of  $2.56 
per  ounce.  With  the  industrial  demand  for  this  precious  metal  increasing  two  and  one-half 
times  as  fast  as  production,  the  stage  appears  to  us  set  for  a  steady  increase  in  price. 
Our  Silver  Report  discusses  silver  prices,  and  details  many  little  known  facts  about  Ameri- 
can and  Canadian  silver  properties.  Four  important  silver  stocks  are  analyzed.  Three  of 
these  are  recommended  for  purchase,  with  a  strong  reminder  of  a  special  risk  that 
attends  one  of  them. 

A  TURN  AROUND  IN  PLATINUM?  Platinum  stocks  could  well  prove  an  important 
and  highly  profitable  "Turn  Around  Situation"  for  a  keen  investor.  Platinum  currently 
sells  for  about  half  its  world  price  of  1968.  This  Report  points  to  a  powerful  development 
on  this  precious  metal. 

HOW  TO  GET  THESE  5  REPORTS  FOR  PRICE  OF  1    You  may  have  these  5  im 
portant  Bulletins,  if  you  accept  NOW  a  $5  introductory  4-week  Trial  Offer  to  the  weekly 
Baxter  Reports  on  business  and  the  stock  market. 
------  —  ----.   CUT  AND  MAIL   -  —  ----.--  —  --- 


A  WORLD  ECONOMIC  SERVICE 


51     WEAVER    STREET.     GREENWICH.     CONN.     06830 


<5)® 


I  enclose  $5  for  four  weeks  of  the  Baxter  Service  plus  the  package  of  five  Bonus  Reports. 
If  I  am  not  completely  satisfied.  I  will  return  the  Reports  and  you  are  to  refund  my  money 
in  full. 


Name- 


.F-5 


Address- 
City 


-State- 


(Not  assignable  without  your  consent.) 


-Zip- 


OWN  A  PROFITABLE 


A 


DELUXE  CAMPGROUND 

Bacome  a  successful  member  of  KOA,  the  largest 
internoiionot  system  of  deluxe,  family  camp- 
grounds. Cosh  in  on  fhe  boominci  leisure/recrea- 
tion business  Over  50  million  Americans  are 
camping!  Modest  inveslment  brinss  instant  cash- 
flow and  strong  eotnings.  Nationa,  publicity  end 
odvertising.  Proven  operatinq  methods  Choice 
sites  still  ovailable  For  free  information  at  no 
obliqolion,  write:  Kompgrounds  of  Americo,  Inc., 
P.   O     Box   n38-F,   Billings,  Monton:i  59103. 
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596  Convertible  Bonds  and  | 

356  Convertible  Preferred  Stocks  | 

now    currently    traded    can    be    ignored    by  5 

an    investor    only    to    his    own    detriment.    In  | 

many  cases  an   intelligently  selected  convert-  g 

ibie   can   sharply   limit  risk  on   the   downside,  | 

while  providing  just  as  much  appreciation  as  | 

the  common  on   the  upside,  and  many  times  M 

higher  yields  and    lower  commissions.  | 

Let    our    R.    H.    M.    Convertible    Survey —  B 

one    of     ttie    largest    convertible    services    in  M 

the    country,    and    subscribed    to    by    bankers,  | 

brokers    and    institutions    throuRhout    the    in-  1 

vestment   world— (ell    vou   the   whole   story   of  = 

the    convertible    bond     and    convertible    pre-  M 

tarred   stock   and   outline  a   method   by  which  = 

you  can  profit  from  the  950  convertibles  cur-  M 

rentiv  tra<le<l.  S 

A  valuable  descriptive  folder  is  avEiilable  to  I 

vou  free  on   request  and  will  be  sent  without  S 

any   obligation.    Just    mail    this   ad   with   your  1 

name    and    address    to    "Convertibles"    Oept.  1 

TF  2.   R.   H.   M.   Associates.  220  Fifth  Ave..  M 

New  York.  N.Y.   10001.  | 

Send  today!  s 
iiiiJiiiiii:iMMiiiiiiiai»iiiiiiiiiiiiiiiiiiiiiiiiiiii!iiiiiiiiiiiiiiiiiiiiiiiiiiii3piiiiin^ 


READERS  SAY 


(Continued  from  page  9) 

you  have  enough  guts  to  do  your  own 
suing,  I'll  have  enough  guts  to  sign  my 
name. 

—Unsigned 
Chicago,  111. 

.Sir:  It  would  be  easier  to  put  up  an- 
other  "mail"    box   that   says,    "For   any- 
thing and  ever>'thing,  e.xcept  U.S.  mail." 
—Don  McFakland 
New  York,  N.Y. 

An  Additional  13,732 

Sir:  I  would  like  to  call  your  atten- 
tion to  a  misprint  in  your  article  "The 
Satisfied  Stockholder"  in  the  Apr.  1  is- 
sue. Renault  sold  20,732  cars  in  the  U.S. 
during  1970  and  has  been  selling  at 
about  this  rate  for  the  past  several  years, 
rather  than  the  7,000  mentioned. 

—Jean  Ordnek 

President, 

Renault,  Inc. 

Engle\\ood  Cliffs,  N.J. 

The  Reasons  Why 

Sm:  Re  your  article  about  the  coun- 
try club  dilemma  (Forbes,  Mar.  15), 
our  experience  as  consultants  reveals  that 
any  solutions  must  deal  directly  with  the 
following:  1)  Club  officers  should  look 
at  the  club  as  they  look  at  their  busi- 
nesses; 2)  Managers  generally  are  not 
given  the  authorit}',  without  interference, 
to  operate  the  club  as  a  fiscally  respon- 
sible entity.  For  each  ser\'ice  offered,  a 
greater  recognition  of  costs  must  be  con- 
sidered; 3)  Because  many  clubs  are 
now  unionized,  past  staffing  practices  are 
obsolete.  Boards  of  governors  have  failed 
to  insist  upon  the  adoption  of  modern 
industry  approaches  to  cost  management 
and  emplo>ee  producti\'ity. 

— Janos  Gabriel 

Steinhart-Cabriel  Associates 

West  Caldwell,  N.J. 

We  Didn't  Do  It 

Sir:  I  was  pleasantly  surprised  to  see 
the  boom  of  one  of  our  15-yard  loading 
shovels  with  the  Marion  name  conspicu- 
ously displayed  in  the  feature  photo- 
graph of  your  article  about  Kaiser  Indus- 
tries, which  appeared  in  the  Mar.  15  is- 
sue. Since  the  article  dealt  primarily  with 
Kaiser's  problems— particularly,  with  tlieir 
mine  in  the  Kootenay  coalfield  in  Canada 
—I  hope  your  readers  won't  get  the  im- 
pression that  Marion's  shovels  have  con- 
tributed to  Kaiser's  problems. 

Marion  shovels  are  used  exclusively  in 
th'e  Hamersley,  Mt.  Tom  Price  project 
in  Australia  which  has  been  such  an 
outstanding  success.  Marion  does  not 
have  ;f  major  role  in  the  Kootenay  opera- 
tion where  the  problems  have  occurred. 
—Joseph  N.  Kemple 
President, 
Y  Marion  P«\ver  Shovel  Co. 

Marion,  Ohio 
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IT  COULD  PROVE 

PROFITABLE 

FOR  YOU  TO  DISCOVER  WHAT'S  GOING  ON 

AT  THESE  COMPANIES 

This  Forbes  Annual  Report  Advertising  Section 

may  bring  you  hours  of  rewarding  reading 

filled  with  capital  ideas. 

fW  companies  will  include  1970  among  their  banner  years.  But  whatever  those  twelve  months  brought,  the 
portant  thing  is  how  they  handled  them.  Even  when  the  road  is  rocky,  an  annual  report  reflects  the  ability 
a  company's  top  management  to  cope  with  tough  situations. 

lund  investments  are  frequently  based  on  the  kind  of  factual  information  contained  in  company  annual 
ports.  Many  profitable  decisions  result  from  reading  these  revealing  reports. 

order  for  you  to  obtain  any  annual  report  advertised  in  this  section,  simply  circle  the  number  of  that  com- 
iny  on  the  postpaid  card  provided.  Your  request  will  be  handled  directly  by  the  company  or  companies  you 
ve  indicated. 


AMP  Incorporated 

1970  Sets  New  Highs 
Growth  Thru  New  Products — 


1970 
1969 
1965 
1960 


Sales 
(Mil.) 
$225.8 
211.3 
110.9 
$  55.2 


Earnings/ 
Sh 

$2.00 
1.98 
1.02 

$  .48 


Div./ 
Sh 
58(S 
48(J 
25<> 
13«* 


iridwide  Diversification— over  30,000  electrical/electronic  con- 
ion  devices— tens  of  thousands  of  customers  in  various  grow- 
here  and  abroad. 
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Aeronca,  Inc. 


Record  sales  and  earnings  for  the  fifth 
.straight  year  highlighted  1970  for 
Aeronca,  Inc.  Environmental  control 
equipment,  industrial  machinery,  jet 
engine  components  and  aerospace 
structures  comprise  the  main  product 
groups.  Aeronca  is  a  world  leader  in 
advanced  high  temperative  materials 
technology  as  well  as  in  industrial 
climate  and  air  pollution  control  equip- 
ment. Aeronca  International  showed  a  32%  sales  gain  in  1970. 
Stock  Exchanges:  American,  Midwest,  Pacific  Coast.  Fiscal  Year 
End:  December  31,  1970.  Ticker  Symbol-ARN. 


Action 
Industries,  Inc. 


Action  manufactures  plastic  house- 
wares and  imports  housewares  and 
hardware  items,  and  creates  retail 
merchandising  programs  through  more 
than  450  licensed  or  franchised  retail 
oudets  in  43  states.  Licensed  users 
of  Action's  DOLLAR-AMA®  program 
include  Zayre's,  Spartan's,  E.J.  Kor- 
"  vette,      and     White      Front      Stores. 

on  provides  a  complete  merchandising  program  to  45  fran- 
ed  ASSOCIATED  HARDWARE  STORES,  17  of  which  are 
ipany-owned. 


0^7©/,-^ 


ANMAL 
RFPORI 


/Xairwlck  industries,  inc. 

L£-J  1970  ANNUAL  REPORT 


Airwick 
Industries,  Inc. 


Airwick  Industries,  Inc.  is  a  leading 
manufacturer  of  chemical  specialties 
for  environmental  health.  Best  known 
for  its  line  of  room  air  fresheners,  the 
Company  also  has  substantial  sales 
in  detergents,  disinfectants,  and  as- 
sorted sanitary  maintenance  products. 
In  1970,  sales  were  $14,459,213  as 
compared  to  $11,462,647  in  1969. 
Earnings  in  1970  were  16.4%  ahead  of  1969.  Airwick  sales  have 
more  than  doubled  in  the  past  five  years  and  the  Company  has 
solid  plans  for  continued  growth. 
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Allegheny  Power 
System,  Inc. 


Electric  utility  s>'stem  serves  29,000- 
sqiiare  miles  of  growth  area  in  Mary- 
land, Ohio,  Peniisjlvania,  Virginia, 
and  West  Virginia.  Consolidated  net 
income  in  1970  was  8.4%  over  1969 
and  common  stock  earnings  per  share 
increased  6.8%  from  $1.90  to  $2.03. 
Revenues  were  $279.5  million,  up 
11.2%.  In  21  of  the  last  22  years,  total 
dividends  paid  per  share  have  been  greater  than  in  the  previous 
year,  and  the  latest  quarterly  dividend  is  34  cents  a  share. 
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Arkansas  Best 
Corporation 

This  diversified  management  compi 
ny  continued  an  uninterrupted  revi 
nue  uptrend  in  1970  with  an  11%  gai; 
to  $63,917,901.  Operating  units  in 
elude  one  of  the  nation's  most  profit 
able  motor  freight  carriers,  ABF;  th 
fifth  largest  bank  in  Dallas,  NBC;  anc| 
a  leading  furniture  manufacture! 
Riverside.  Another  subsidiary  pro 
vides  both  in-house  and  external  data  processing  services.  The 
common  stock  is  listed  on  the  American  Stock  Exchange. 


American 
Business 
Products 


Ten-year  profit  chart  indicates  this 
leading  business  supplies  printer  in- 
creased 1970  net  earnings  IH%  to  $1.2 
million  despite  startup  costs  in  open- 
ing two  plants.  Sales,  a  record  for  the 
32nd  consecutive  year,  advanced  16% 
to  $35.5  million,  reflecting  concentra- 
tion on  products  designed  to  spur 
sales,  speed  collections,  and  meet  other  recession  needs. 


D.  H  B.ilclwcn 

Conip.mv 

Annu.il  Report 

1970 

Total  S.iles 

and  Revenues 

S119,557.000v0 

590,258,000-59 

Net  Income 

55,023,000-70 

54,494,000-69 

Earnings 

Per  share 

53,50-70 

$3.86-69 

Cash  Dividends 

Per  Share 

Sr20-70 

51  JO -69 


a  H.  Baldwin 
Company 

Baldwin's  108th  >ear  ended  with  thel 
highest    earnings    in    the    company's | 
history,  up  12%  over  1969,  due  prin- 
cipally  to   continued   growth   and   ex- 
pansion in  financial  services.  Baldwin  | 
is  traded  on  the  American  Stock  Ex- 
change. 
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American  Motor 
Inns,  Inc. 

In  fiscal  1970  operated  35  Holiday 
Inns,  Maine  through  N.  Carolina,  plus 
restaurants,  office  buildings.  Since 
then  3  new  inns  have  opened,  6  ac- 
quired by  acquisition.  5  new  inns  be- 
ing built  or  planned.  Incorporated 
subsidiaries:  American  Motel  School 
(Motel  Management  Training);  Uni- 
versal Communication  Systems  ( Leas- 
ing Telephone  Systems ) . 
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Behavioral 
Research  Labs. 


Behavioral  Research  Laboratories,  an 
educational  systems  company,  has  in- 
troduced significant  new  teaching 
concepts  in  the  nation's  schools.  BRL 
distributes  programmed  texts,  mar- 
kets reading  and  matli  systems  and 
operates  a  public  school.  The  rapidly- 
growing  firm  is  involved  in  "guaran- 
teed performance"  programs,  pre- 
school centers,  reading  centers  and  language  schools.  In  fiscal 
1970  (Sept.  30)  sales  rose  29  percent  to  $10.1  million;  per  share 
earnings  gained  72  percent  to  81  cents. 

11 


American 
Re-Insurance  Co. 


The  world's  fourth  largest  reinsurer 
reported  1970  adjusted  earnings  per 
share  rose  17.1%  to  $4.58  from  $3.91. 
Adjusted  earnings  and  premiums 
written  were  also  a  record,  being 
$12.2  million  and  $168.8  million,  re- 
spectively. Long  established  commit- 
ments to  domestic  insurers  will  soon 
be       supplemented       by       e.\pansion 

abroad,  notably  Australia   and  Europe.   American   Re-Insurance 

Company's  NASDAQ  symbol  is  ARNY. 


8 
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Bliss  &  Laughlln 
Industries 


BLI  has  diversified  from  its  original 
steel  business  into  the  construction 
equipment  industry,  the  home  and  of- 
fice furnishings  industiy,  and  land  de- 
velopment. While  1970  earnings  per 
share  were  off  moderately,  the  Com- 
pany had  a  record  of  growth  in  earn- 
ings of  16%  annually  between  1961 
and  1969.  Management  has  an  ob- 
jective of  resuming  this  long  term  trend  through  BLI's  program 
of  selective  acquisitions  and  internal  growth. 
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Brockway  Glass 
Company,  Inc. 

Brockway,  the  nation's  second  largest 
producer  of  glass  containers,  operates 
13  glass  container  plants,  1  glass  tub- 
ing and  vial  plant,  2  plants  for  rig- 
id and  flexible  plastic  containers  and 
closures  and  6  paper  box  shops.  1970 
voluine-'5194,000,000  plus.  Cash 
dividends  every  year  since  1927. 
NYSE  listed. 


Columbia  Gas 
System,  Inc. 


Columbia  is  the  nation's  largest  in- 
terconnected natural  gas  system,  and 
in  1970  the  search  for  future  gas  sup- 
plies was  further  intensified  with 
many  projects  imder  way.  Columbia, 
which  serves  4  million  customers 
through  retail  and  wholesale  opera- 
tions in  seven  industrial  states,  set 
new  highs  in  revenue,   sales  and  net 

income  in  1970.  Dividends  were  increased  in  January,   1971  for 

the  9th  consecutive  year. 
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The 

Carborundum 

Company 

Carboruiicium  is  dedicated  to  growth 
—in  profits,  in  performance,  in  people. 
In  1970  the  Company  had  record 
sales  for  the  9th  consecutive  year, 
with  profits  off  only  4%,  in  spite  of  a 
difficult  economic  environment.  It  was 
a  year  of  expansion.  As  Carborundum 
*"*  moved  along  new  paths  with  fire  re- 
^!in[  Nviiui  nber,  hand  cut  crystal  glass,  Carbitex  disc  brake 
lings  for  jet  planes,  solid  waste  disposal  systems  and  textile  sol- 
■iit  systems  for  scouring  knit  goods. 


Commercial 
Metals  Company 


„14 


Through  our  multi-divisional  world- 
wide operations,  we  supply  metals  in 
all  forms— ore  through  finished  prod- 
uct. In  the  past  five  years,  we  have 
more  than  doubled  total  sharehold- 
ers' e(iuity,  achieved  a  17%  average 
return  on  siiareiiolders'  equity,  paid 
four  stock  dividends  and  paid  60c  per 
share      cash      dividends      each      year. 

riiese  arc  some  higiilights.  For  more  information  write  Dept.  FB, 

.3000  Diamond  Park  Drive,  Dallas,  Tex.  75247. 
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—- —    Centex 


Corporation 


Primarily  engaged  in  residential  real 
estate  development,  consisting  of  con- 
struction of  single  and  multi-family 
i  ylrj'fh'^^SBm^K  units.  Also  government-aided  housing, 
ilJ (f^e^^^^Bl ^1  industrial  park,  mobile-modular  park 
and  recreational  land  developments, 
shopping  centers  and  entire  communi- 
ties, as  well  as  general  building  con- 
struction and  manufacture  of  cement 
and  related  products.  Net  earnings 
ior  nine  months  ending  December  31,  1970:  $5,315,744,  compared 
with  $4,412,650  for  the  same  period  of  Fiscal  1970.  Five  year 
compounded  growth  rate  of  148$. 

15 


Consolidated 
Freightways,  Inc. 


CF  has  grown  in  a  few  years  from  a 
western  truck  line  to  one  of  the  na- 
tion's outstanding  transportation  com- 
panies. In  addition  to  its  motor  car- 
rier services— now  nationwide  and  in 
Canada— it  is  a  manufacturer  of  heavy 
duty  trucks  and  truck  parts,  an  air 
freight  forwarder,  and  majority  own- 
er of  a  leading  transpacific  ship  line. 

Read  why   1970  results  were  down,  and   why  the  future  looks 

much  better,  in  our  1970  Annual  Report. 
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Clark  Oil 
and  Refining 
Corporation 

With  sales  of  $277  million,  Clark  is 
the  Midwest's  largest  independent 
gasoline  marketer-refiner.  Its  1600 
service  stations  in  12  states  market 
premium  grade  fuel.  Most  are  now 
introducing  a  new  low  lead  regular 
grade.  Listed  on  the  NYSE,  Clark 
also  is  active  in  crude  oil  and  natural 
gas  exploration  and  production,  and  has  interests  in  the  chem- 
ical and  pipeline  industries. 

16 

FORBES,   MAY  1,   1971 


Consolidated 
Natural  Gas 
Company 
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CNG  operates  a  large,  interconnect- 
ed gas  system  with  production,  trans- 
mission, storage  and  distribution  fa- 
cilities in  Ohio,  New  York,  Pennsyl- 
vania and  West  Virginia.  It  serves  1.4 
million  customers  at  retail  and  through 
34  nonaffiliated  companies  a  similar 
number  at  wholesale.  In  1970  gas 
totaled  $588  million  and  earnings  amounted  to  $49.3  mil- 
During  the  year,  the  annual  dividend  rate  was  increased 
share  to  $1.88. 
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Consumers 
Water  Company 


capital 
at  new 


21 


A  growing  water  utility  system,  Con- 
sumers serves  approximately  64,000 
customers  in  46  communities  in  seven 
states  from  Maine  to  Illinois.  The 
Company  also  operates  a  real  estate 
subsidiary  based  in  Portland,  Maine. 
On  operating  revenues  of  over 
$6,800,000  in  1970,  it  reported  $2.69 
net    per    share    including    $.61    from 

gains.  Dividends,  paid  consecutively  since  1951,  are  now 

$1.40  annual  rate. 
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Easco 
Corporation 

The  1970  Annual  Report  highlights 
the  seven  basic  operating  groups  of 
this  diversified  metal  products  and 
technical  services  company.  It  under- 
scores the  rewarding  five-year  results 
of  a  planned  expansion  program  be- 
gun in  1967  to  diversify  and  grow 
within  Easco's  field  of  competence- 
metals,    and    then    later    into    related 

engineering  and  architectural  services.  During  this  period,  sales! 

increased  143%,  with  earnings  showing  a  177%   gain.   Eascoi  ^ 

listed  NYSE. 
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Cubic 
Corporation 

1970  sales  climbed  12%  and  earnings 
rose  11%  as  the  electronics  company 
finished  its  third  consecutive  year  of 
peak  sales  and  profits.  Cubic's  net 
worth  of  $22  million,  and  working 
capital  of  more  than  $19  million, 
make  the  decade  of  the  seventies 
look  bright.  Listed  on  the  American 
Stock  Exchange  since  1959,  Cubic's 
20th  year  of  operation  will  be  completed  in  1971. 
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Engelhard 
Minerals  & 
Chemicals  Corp. 

Engelhard  Minerals  &  Chemicals 
Corp.  does  a  world-wide  business  in 
more  than  100  minerals,  metals  and 
alloys;  is  a  major  manufacturer  of  in- 
dustrial and  consumer  products  from 
non-metallic  minerals;  is  best  known 
as  a  major  refiner  and  fabricator  ofi 
precious    metal    and    precious    metal 

products.  Did  record  volume  of  business  and  set  new  earnings. 

high  in  1970.  Anticipates  growth  in  the  environmental  field. 
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ESB  Incorporated 


Pioneer  and  largest  producer  of  bat- 
teries and  packaged  power  systems, 
including  Ray-O-Vac  dry  cell  bat- 
teries, flashlights,  lanterns.  Exide  in- 
dustrial, missile,  and  space  batteries 
and  Exide  and  Willard  automotive 
batteries.  Fractional  hp.  electric  mo- 
tors, power  and  communication  sys- 
tems, personal  safety  equipment,  cor- 
rosion resistant  materials,  plastics.  70 
years  of  continuous  dividends.  Over  $300  million  in  sales. 
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1970 

Annual 
Report 


Financial  General 
Bankshares,  Inc. 

Financial  General  Bankshares  is  the 
nation's  8th  ranking  Registered  Multil 
Bank  Holding  Company  and  the  larg- 
est interstate  banking  group  in  the 
eastern  United  States.  It  holds  vary- 
ing interest  in  25  banks  and  2  mort- 
gage banking  companies.  More  than 
half  of  the  banks  are  located  in  the 
fast  growing  Virginia,  Maryland  and 

D.C.  areas.  1970  Net  income  before  gain  on  sales  of  investments 

increased  23.8%. 
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Earth 
Resources  Co. 


Earth  Resources  Company  (Amex)  is 
engaged  in  mining;  mineral  explora- 
tion and  development;  petroleum  re- 
fining, marketing  and  distribution.  14 
copper  and  four  silver  properties  were 
being  actively  explored  at  fiscal  year- 
end.  A  3,000-ton-per-day  copper 
min(-  begins  production  in  New  Mex- 
ico in  1971.  Energy  Company  of  Alas- 
ka, a  subsidiary,  will  construct  and  operate  a  $45,000,000  unique 
petroleum  refining/power  generating  complex  in  Fairbanks.  Delta 
Refining  Company,  Memphis,  has  entered  direct  marketing. 

24 


Oarlock 


Garlock  manufactures  engineered  in- 
dustrial parts  and  components  such 
as  mechanical  packings  for  pumps, 
rubber  belts  and  rollers  for  office 
copying  equipment,  hub  seals  for 
bailer  trucks,  and  valves  for  water 
treatment  systems.  The  1970  Annual 
Report  shows  record  sales  and  earn- 
ings of  $76.6  million  and  $3.4  million, 
with  emphasis  upon  Garlock 's  expan- 
sion into  international  markets. 
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Genstar 
Limited 


Is  a  diversified  company  operating 
throughout  Canada  and  in  the  United 
States.  Its  businesses  incUide  Building 
Supphes,  Hea\-y  Construction,  Land 
Development,  Housing,  Cement, 
Chemicals  and  Fertilizers,  Import-Ex- 
port and  Industrial  Products,  Marine 
Transportation   and   Venture   Capital. 

I  Genstar  is   listed   on   the   New   York, 

into,  Montreal,  Calgary  and  Vancouver  Stock  Exchanges  un- 
the  s>'mbol— GST. 
1."?^'^  Gifford-HHI  & 

Company,  Inc. 

Gifford-Hill  &  Company,  Inc.  is  a  di- 
versified construction  materials  firm 
headquartered  in  Dallas,  Texas.  In  ad- 
dition to  construction  materials,  the 
Company  manufactures  and  markets 
concrete  pipe  and  agricultural  irriga- 
tion systems.  They  also  operate  a  spe- 
cialized trucking  division.  Established 
in  1926,  Gilford-Hill  now  has  plants 
loffices  in  21  states  and  ranks  35th  in  size  of  c-orporations 
Idquartered  in  Texas.  Sales  in  1970  reached  $90  million. 


Holiday  Inns 

Parent  company  of  the  world's  larg- 
est motor  hotel-restaurant  system 
with  more  than  1300  inns  in  opera- 
tion in  the  U.S.  and  abroad.  Other 
interests  include  ground  transporta- 
tion and  international  shipping  opera- 
tions (through  Tco  Industries,  a  sub- 
sidiary), manufacturing,  contract  fur- 
nishings and  supplies  for  institutions, 
contract    and    retail   food    sales,    etc. 
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International 
Foodservice 
Systems,  Inc. 

International  Foodservice  Systems,  Inc. 
has    grown    since    its    inception    three 
years  ago  to   1970  Pro  Forma  Com- 
bined Revenues  of  $91,000,000,   Net 
Income   of   $1,932,000,   Earnings   Per 
Share  of   $.70,   and   a  listing  on   the 
American    Stock    Exchange.    IFS    has 
achieved   this   by   anticipating   signif- 
icant changes  that  were  to  take  place  in  the  rapidly  growing 
institutional  foodservice  market,  and  concentrating  on  providing 
the  new  services  that  this  dynamic  market  would  require. 
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Globe  Life  and 
A  cciden  t  Insurance 
jLOBE    Company 


-A 


IFFE 


OUR  BU. LION-DOLLAR-YEAR 


.commg  up 


1970  HIGHLIGHTS 
Life  Insurance 
Total  Assets 
Capital  &  Surplus 
Total  Income 
New  Income 
'Adjusted  Income 


$906  million 
$  42  million 
$  13  million 
$  25  million 
$  2.4  million 
$1.52  per  share 


Joy 

Manufacturing 

Company 


•Calculated  by  A.M.  Best  Co. 
Specializing  For  Excellence"  ( NASDAQ  symbol— GBLF ) 


Joy,  a  leading  manufacturer  of  diver- 
sified industrial  equipment,  including 
coal  mining  machinery,  oil  tools,  air 
compressors,  and  air  pollution  control 
.systems,  reported  record  .sales  of  $273 
million  in  fiscal  1970  and  the  second 
highest  net  income  in  the  Company's 
history,  $2.85  per  share.  Pre-tax  earn- 
ings were  up  14.3%  over  prior  year. 
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Grolier 
f^    Incorporated 

Grolier,  founded  75  years  ago,  is  the 
publisher  of  Encyclopedia  Americana 
and  the  New  Book  of  Knowledge.  A 
major  growth  company,  it  has  diver- 
sified operations  in  the  fields  of  Learn- 
ing, Living  and  Leisure-time  activities. 
Profits  in  1970  rose  11^  to  a  record 
$11.9  million  ($2.41  a  share)  on  rec- 
ord sales  of  .$231.6  million,  up  12;^ 
from  1969. 


Kulicke  and 
Soffa  Industries, 
Inc. 

Now  in  its  twentieth  year  as  the  larg- 
est independent  producer  and  sup- 
plier of  machinery,  instruments  and 
equipment  used  in  the  development, 
manufacture  and  assembly  of  semi- 
conductor devices.  KSI  places  major 
emphasis  on  new  product  develop- 
ment and  the  expansion  of  its  inter- 
national marketing  and  assembly  op- 
erations. 
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Lenox 


Sales  and  earnings  were  the  highest 
in  Lenox's  82  year  history.  The  new 
Annual  Report  gives  the  Company's 
outlook  for  1971  and  includes  analy- 
ses of  its  six  major  product  classifi- 
cations—china, crystal,  plastics,  can- 
dles, jewelry  and  specialty  products. 
New  York  Stock  Exchange  symbol: 
LNX. 
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Masco 
Corporation 

Masco  manufactures  single  hand) 
faucets,  environmental  and  oth« 
products  for  the  home  and  cold  k 
traded  and  other  precision  industrii 
components  for  industry.  By  provit 
ing  superior  value  to  customers  i 
markets  with  above  average  potei 
tial,  Masco  has  achieved  increase 
earnings  for  fourteen  consecuti\ 
years. 
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Eli  Lilly 

And  Company 

Eli  Lilly  and  Company  is  a  world- 
wide, research-oriented  manufacturer 
of  pharmaceutical,  cosmetic,  agricul- 
tural, and  animal  health  products; 
and  packaging  products  for  the  Unit- 
ed States  market.  Sales  and  earnings 
showed  gains  in  1970  for  the  tenth 
consecutive  year,  with  net  income  in- 
creasing 13%  from  1969. 


Media  General, 
Inc. 
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A  holding  company,  in  the  broad  fii 
of  communications,  that  has  increase! 
seven-fold  in  size  in  the  last  fiv 
years.  Wholly  owned  subsidiaries  oi) 
erate  seven  daily  newspapers  in  foii 
major  markets,  along  with  televisic| 
and  radio  stations.  Another  whol 
owned  subsidiary  produces  about  t£ 
per  cent  of  all  newsprint  produced 
the   United   States  by  a  unique  paa 

ented   process  of  recycling  old   newsprint,   in  plants  located  i 

New  Jersey,  Illinois  and  California. 
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Long  Island 
Lighting  Company 


Family  income  and  retail  sales  in  the 
LILCO  area,  Nassau  and  Suffolk 
Counties  on  Long  Island,  rank  first 
and  second  among  the  nation's  metro- 
politan areas.  In  1970,  system  sales  of 
electricity  and  gas  increased  9.8%  and 
6.8%  respectively.  Earnings  per  share 
were  $1.95.  The  dividend  rate  on  the 
common  stock  was  increased  in  March 

1970  to  $1.34.  The  area's  population  is  over  2.6  million,  greater 

than  that  of  26  of  the  nation's  50  states. 
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Medicenters  of 
America,  Inc. 


supply, 
rate  Offi 
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Nation's  leading  provider  of  recuperi 
tive  care  services  with  forty  four  r 
cuperation  centers  in  twenty  tw 
states.  Divisions  involved  in  total  di 
velopment  of  medical  facilities— plai 
ning,  design,  construction,  furnishir 
and  equipping.  Housekeeping  ac 
management  programs  for  hospital 
Active  in  wholesale  drug,  surgic 
and  retail  drug  stores.  Regional  building  supply.  Corp< 
ces:  P.O.  Box  4007  Memphis,  Tennessee  38104. 


Lowe's 
Companies,  Inc. 


How  do  you  judge  a  growth  compa- 
ny? Lowe's  internal  growth  rate  in 
earnings  per  share  exceeds  20%  com- 
pounded annually  for  the  last  ten 
years.  Lowe's  organization,  its  mar- 
keting opportunities,  and  its  continu- 
ing growth  potential  are  described 
in  the  1970  Annual  Report.  Lowe's 
Awards  and  Recognition:  One  of: 
101  Grotvth  Stocks  from  Merrill  Lynch;  1970  Brand  Name  Retail- 
er of  the  Year  from  Brand  Names  Foundation  and  Silver  Oscar 
Winner  from  Financial  World. 
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l\l.  Y.  &  Honduras 
Rosario  Mining 
Company 

The  Company,  one  of  the  worlc 
leading  primary  silver  producers, 
engaged  in  the  mining  of  silver,  lea 
zinc,  gold,  and  other  nonferrous  me 
als.  In  addition,  the  Company  is  e 
gaged  in  the  production  of  oil  ai 
gas  and  is  a  major  producer  and  di 
tributor  of  rock  products  in  Flori( 
and  Georgia. 
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Niagara  Share 
Corporation 

This  independently  managed,  diver- 
sified closed-end  investment  compa- 
ny is  listed  on  the  New  York  Stock 
Exchange.  The  42nd  Annual  Report 
features:  the  Company's  investment 
objectives;  a  growth-oriented  portfo- 
lio; the  record  of  investment  man- 
agement; a  range  of  distribution  pol- 
icies. Continuous  cash  dividends  for 
35  years. 


p^j^^^^^     Poloron 

PHODUCTS.INC  rrOUUCTSf      in  Cm 


jtwmmsm 

•r^  ANNUAL  REPORT  1970 


Diversified,   flexible,    Poloron   has   ex- 
panded   into    huge    housing    markets. 
1970  Mobile  Home  sales  up  18%  over 
'69.    New    American    Modular    Home 
division     introduced     10     models     in 
'70.  Designed  for  incomes  of  $10,000 
or    less,    homes    in    $14,995-$24,900 
range   are   delivered   complete.   Other 
Poloron     products:      Picnic/Camping 
items.    Snowmobiles,    Christmas    Decorations,    Vinyl    Laminates, 
Educational/ Institutional  Furniture,  Ordnance  Materiel,  others. 
Net  1970  sales  totaled  $45,957,591.  Traded  AMEX. 
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Nortfieast 
Utilities 


Northeast  Utilities  provides  electric 
and  gas  service  through  four  operating 
company  subsidiaries  to  over  one  mil- 
lion customers  in  Connecticut  and 
western  Massachusetts.  The  system  is 
seeking  nearly  $43  million  in  rate  in- 
creases to  improve  earnings  and  ca- 
pability to  finance  a  five-year,  billion 
dollar  construction   program.   Current 

idend  rate  is  $.94  a  share,  of  which  100?  was  considered  to 

nontaxable  in  1970. 


Pullman 
Incorporated 

From  transportation  to  ceramics, 
from  oil  and  chemicals  to  steel  and 
other  processing  industries,  from  the 
manufacture  and  leasing  of  railroad 
cars,  containers  and  truck-trailers  to 
public  works  and  pollution  problem- 
solving,  the  activities  of  Pullman  are 
worldwide  and  highly  diversified, 
reaching  deeply  into  basic  industries. 
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Panoil  Company 


Panoil  presently  derives  over  80%  of 
its  income  from  natural  gas  and  gas 
liquids  operations.  Gas  reserves,  prin- 
cipally in  the  Hugoton  Field,  were  re- 
cently estimated  at  550  billion  feet 
and  are  owned  subject  to  production 
payments.  Three  gas  processing  plants 
and  systems  are  100%  owned  and  op- 
~  ■"■™' ■"  erated,     and    minority     interests    are 

owned  in  four  others.  Oil  production 
)wned  in  Turkey  and  the  United  States. 


Republic  Financial 
Services,  Inc. 


Republic  Financial  Services,  Inc.  is 
holding  company  for  the  Republic  In- 
surance Group  of  Dallas,  which  writes 
property,  liabihty,  and  life  insurance. 
In  business  since  1903,  the  Company 
had  assets  of  $154,441,101  in  1970, 
compared  with  $126,558,312  in  1969. 
1970  earnings  per  share  after  tax 
were    $4.08,    compared    with    $1.69. 

Consecutive  cash  dividends  have  been  paid  since  1906.  Current 

rate  is  $1.20  per  share  per  year. 
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Philadelphia 
Electric  Co. 

An  investor-owned  utility  serving  a 
2400-square-mile  territory  in  south- 
eastern Pennsylvania  and  northeast- 
em  Maryland. 

—Almost  $2  billion'invested  in  elec- 
tric, gas  and  steam  facilities. 
—Outlays  of  an  additional  $2  bil- 
lion are  scheduled  for  expansion 
and  improvement  during  the  next 
five  years. 
—Dividends  paid  every  year  since 
1902. 


Richmond  Corp. 


This  financial  services  company  with 
combined  assets  of  $900  million  is  the 
parent  corporation  of  The  Life  Insur- 
ance Company  of  Virginia;  Lawyers 
Title  Insurance  Corp.;  Cooke  &  Bieler, 
Inc.,  investment  counselors;  First  Vir- 
ginia Management  and  Research 
Corp.,  a  mutual  fund  management 
and  sales  company;  Insurance  Man- 
agement Corp.,  a  subsidiary  market- 
ing casualty  insurance;  Leatherby  Companies,  Inc.,  a  CaUfornia- 
based  insurance  group;  and  Morton  G.  Thalhimer,  Inc.,  a  com- 
mercial and  industrial  realtor. 
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Royal  Inns  of 
America,  Inc, 


A  network  of  hotels,  motor  hotels,  res- 
taurants and  cocktail  lounges  report- 
ed 1970  gross  sales  of  $19,349,876, 
up  from  the  $8,849,159  in  1969; 
$2,988,635  in  1968;  $1,212,815  in 
1967  and  $485,457  in  1966.  This  six 
year  old  company  in  1970  increased 
its  operating  Royal  Inns  from  30  to 
40;  JoUy  King  Restaurants  from  16  to 
29  locations;  Lost  Knight  Cocktail  Lounges  from  11  to  22;  and 
2,358  rooms  rose  to  4,100  during  the  fiscal  1970  period.  The 
Company  listed  on  AMEX. 
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TraveLodge 


TRAVELODGE  INTERNATION, 
INC.  (NYSE).  In  1970  TraveLoi 
added  2,378  new  rooms  to  its  v| 
network  of  motels  and  motor  hotd 
Many  of  the  new  properties  are  i 
areas  new  to  the  El  Cajon-base<i  c(w 
pany,  including  the  Hawaiian  Islaa 
and  Micronesia.  Plans  were 
nounced  for  expansion  into  Euro] 
on  a  joint  venture  basis.  The  Comp 
ny  began  operating  its  own  restoi 
rants  and  opened  three  of  its  new-look  motor  hotels  known 
the  TRI-ARC,  briiiging  its  total  number  of  properties  to  450 
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The  Southland 
Corporation 

Nation's  largest  operator  and  franchi- 
sor of  7-Eleven  convenience  food 
stores  and  a  major  processor  and  dis- 
tributor of  dairy  products.  Currently 
has  over  4,000  retail  stores,  32  dairy 
processing  plants,  candy,  chemical 
and  ice  operations  in  37  states,  D.C. 
and  Canada.  1970  revenues  of  $951 
million,  up  13%  over  1969  with  op- 
erating earnings  of  $14.4  million,  up  19%.  Traded  OTC. 
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USLIFE 
Corporation 


A  diversified  financial  services  coi 
pany,  USLIFE  comprises  12  subsic 
aries  operating  in  the  fields  of  L 
insurance,  consumer  credit,  savin 
and  loan,  realty  investments,  mutu 
funds  and  title  insurance.  Its  19' 
consolidated  after-tax  net  incoii 
was  $13.9  million,  a  21%  increase  ov 
1969.  Total  assets  were  in  exc( 
of  $690  million.  New  York  Stock  Exchange  symbol:  "USH". 
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Textron 


AnoujIKtlMlrlliiM'rO 


HBft 


5Mi(  TMon  .     i 
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Textron's  new  Annual  Report  outlines 
the  Company's  priorities  and  plans 
for  growth  in  the  70's.  It  also  includes 
analyses  of  the  four  product  groups- 
Consumer,  Aerospace,  Industrial  and 
Metal  Product— and  the  market  trends 
relating  to  the  more  than  30  Divisions. 


Unionamerica 


I 


of  real  estate  financing, 


This  is  Unionamerica.  A  complex 
finance-oriented  companies  that 
eludes:  Union  Bank,  with  total 
sources  of  $2.6  billion,  22nd  largi 
in  the  nation;  Western  Mortgaj 
America's  second  largest  mortga 
banking  organization;  and  Swett 
Crawford,  insurance  wholesalers  sei 
ing  world  markets.  Other  Unionami 
ica  companies  are  in  the  business 
appraisal  services,  computer  softwan 
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and  the  rapidly  expanding  field  of  leisure  time  activities. 
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Trans-Coast 

Investment 

Company 


\ 


This  $108  million  California  savings 
and  loan  holding  company  showed 
continued  increases  in  all  areas  of  its 
operation  during  1970.  Consolidated 
net  earnings  were  up  14%,  gross 
revenues  up  12%,  total  assets  up  12%, 
loans  outstanding  up  8%,  savings  ac- 
counts up  8%  and  new  loans  made  or 

purchased  were   up  31%.  This  trend  is  continuing  into   1971. 

Traded  O-T-C.  NASDAQ  symbol  TCST. 
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United  Inns,  Inc. 


One  of  world's  largest  Hohday  Ii 
franchisees.  Owns,  operates  18  Ho 
day  Inns,  16  Car  Wash  Centers,  Gain 
Furniture  Manufacturing  Compai 
Compound  annual  growth  rate 
eraging  34.5%  over  last  five  yea 
Presently  operating  3712  H/I  rooi 
witli  84.9%  occupancy  in  1970.  3 
rooms  under  construction,  1,184  a 
ditional  rooms  scheduled  to  start  tl 
year.  1970  sales  $32,644,398  up  41.9%,  net  earnings  $2,335,0 
up  35.8%.  EPS  70  cents.  205  Oak  Hall  Bldg.  Memphis,  Tenni 
see  38117. 
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United  Republic 
Investment  Co, 


This  company  is  pursuing  growth  op- 
pHsrtunities  in  land  development,  in- 
surance and  temporary-  help.  Three 
tracts  are  under  de\elopment  in  Flo- 
rida, including  a  prestige  residential 
community,  potentially  one  of  Flo- 
rida's largest  developments.  Its  Penn- 
sylvania-based life  insurance  company 
has  expanded  into  four  new  states  and 
w  insurance  subsidiary  is  being  formed  in  Ohio.  The  Man- 
ttan-based  temporary    help  subsidiary  has  opened  its  second 


Virginia 

Commonwealth 

Bankshares 


Virginia  Commonwealth  Bankshares, 
now  listed  on  the  New  York  Stock  Ex- 
change, operates  through  thirteen 
member-banks  and  nine  non-bank- 
ing affiliates  including  Cavanagh 
Leasing  Corporation,  Commonwealth 
Mortgage  Company,  Rusch  Factors 
Inc.  and  AffiUated  Factors  Corpora- 
tion. Current  assets  of  over  $800  million  represent  a  15.4%  in- 
crease for  the  year  and  an  eight-year  expansion  of  over  362%. 
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United  Utilities, 
Incorporated 

Operates  United  Telephone  System, 
America's  third-largest.  A  subsidiary. 
United  Computing  Systems,  offers  na- 
tionwide time-sharing  computer  ser- 
vices. Other  interests  include  United 
Business  Communications,  Inc.;  its 
subsidiary,  Rixon  Electronics,  Inc.; 
and  North  Electric  Company,  tele- 
communications equipment  manufac- 
turers. 


Zenith  Funding 
Corporation 

The  one-stop  financial  sei-vice.  Zenidi 
achieves  rising  sales  and  profits  from 
aggressive  marketing  of  insurance 
and  financial  services,  as  well  from 
the  successful  operations  of  land  de- 
velopment and  memorial  park  divi- 
sions. In  1971,  Zenith  will  occupy  its 
new,  21-story  corporate  headquarters 
on  Los  Angeles'  Wilshire  Blvd. 
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The  Upjohn 
Company 


Mm  The  Upjohn  Company  reports  a  trying 

^ M  ^^  but  successful  1970.  Sales  are  broken 

I  I  f  ^  out    for   the    Pharmaceutical,    Chemi- 

^^L  cal.    Agricultural,    and    International 

^JM^R  Divisions   and    a    10-year   review    for 

^^flPJMli  each  division  is  charted.  Sales  for  each 

^^^F^    If  major   product   area   are   also   report- 

H|p  1    I    If  ^<^-    Upjohn    looks   into    The    Decade 

Ahead    and   relates   its   corporate   ac- 

ities  to  increasing  global  needs  for  population  control,  food, 

(Iter,  and  medical  manpower. 


>r 


Valmac 


With  sales  of  more  than  $157  mil- 
lion, Valmac  is  a  major  poultry  pro- 
cessing firm  and  is  moving  into  further 
processed,  frozen  specialty  products. 
Valmac  is  one  of  the  world's  great 
cotton  merchandisers  with  cotton  op- 
erations in  Central  and  South  Amer- 
ica and  sales  offices  around  the  world. 
The  Company  merchandises  coffee  in 
Brazil  and  is  active  in  real  estate 
velopment.  Valmac  is  listed  on  the  American  Stock  Exchange. 


FiRBES,   MAY  1,   1971 


/XMHHHI    Zoecon 

Corporation 
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bilities.  Thuron's  pre 
sales  in  1970.  Zoecon 
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A  pioneer  in  insect  control  research, 
this  Palo  Alto,  Calif,  firm  was  formed 
in  1968  to  develop  "third  generation" 
insect  controls  .  .  .  non-toxic,  non-per- 
sistent agents  for  insect  population 
control.  Well-financed,  Zoecon  recent- 
ly merged  with  Thuron  Industries,  a 
Dallas-ba.sed  insect  control  company 
with  production  and  marketing  capa- 

-tax  earnings  were  $1  million  on  $6  million 

is  42%  owned  by  Syntex. 


CI  z:   •   IX 


American  Family 
Life  Assurance 
of  Columbus 


%» .^  •'  n  a  sa 
n  ■  '9£  z:  1= , 


Pioneers  in  Cancer  insurance,  and 
originators  of  the  CancerCare  Plan®, 
American  Family  Life  reports  another 
year  of  accelerated  growth.  The  com- 
pany's 1970  pre-tax  earnings  rose  33% 
over  1969  while  net  earnings  per  share 

i      increased  220%.  It  doubled  its  markets 

to  38  states  and  D.C.  American 
Family  Life  is  among  the  first  insurance  companies  to  report  1970 
earnings  with  figures  adjusted  in  conformity  with  the  AICPA's 
proposed  Audit  Guide.  (If  you  wish  this  report,  simply  add  to 
reply  card. ) 
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The  Funds 


Making  It 


"Ed  Merkle  didn't  get  where  he  is 
today  by  playing  it  by  the  book," 
said  one  admirer  last  month.  And 
he's  not  staying  there  by  playing  it 
by  the  book  either.  Last  January 
New  York's  $300-million-assets 
closed-end  Madison  Fund,  which 
Merkle  heads,  declared  a  75-cent 
payout,  though  it  hadn't  a  gain  in 
sight.  Quite  the  contrary.  At  the 
end  of  1970,  it  had  over  $3  a  share 
in  unrealized  losses  and  a  net  real- 
ized loss  of  some  60  cents  a  share. 

A  biTisque,  combative  man  who 
can  switch  the  charm  on  or  off 
with  rapidity,  61-year-old  Edward 
A.  Merkle  isn't  in  the  least  defen- 
sive. "Our  shareholders,"  he  says 
disarmingly,  "have  come  to  expect 
big  payouts  at  the  beginning  of 
each  year,  and  we  have  tried  to 
accommodate  them.  It's  one  rea- 
son they  have  always  been  willing 
to  pay  a  sizable  premium  over  net 
asset  value  for  our  stock." 

But  Merkle  concedes  that  Madi- 
son is  counting  its  capital  gains  be- 
fore they  hatch.  He  said  as  much, 
but  in  financial-legalese,  in  the 
1970  annual  report. 

In  doing  this,  Merkle  wasn't  be- 
ing overly  candid  with  his  less 
sophisticated  stockholders.  He  was 
encouraging  them  to  think  that 
Madison  has  a  magic  touch  that 
yields  capital  gains  even  in  a  dis- 
aster period  like  1969-70.  It  doesn't, 
of  course.  In  Forbes'  latest  Mutual 
Fund  Ratings,  Madison  ranked  only 
a  fairish  "B"  in  up  markets  and  a 


rather  poor  "D"  in  down  markets; 
many  another  closed-end  and  open- 
end  fund  did  much  better.  Last 
year  Madison  was  down  4%  while 
the  S&P  500  held  steady:  In  1969 
it  was  down  almost  twice  as  much 
astheS&P'sll%. 

But  Merkle  must  be  aware  that 
a  good  many  of  his  84,000  stock- 
holders will,  innocent  of  such  un- 
kind comparisons,  simply  open  their 
dividend  envelope,  add  the  75  cents 
in  "capital  gains"  to  the  amount 
Madison  pays  out  in  regular  divi- 
dend income  and  figure  that  tliey 
had  a  fairly  good  return  on  their 
stock.  A  very  nice  thing  for  such 
bad  times,  they  will  think.  Thank 
you,  Mr.  Merkle. 

In  paying  this  dividend,  Merkle 
is  being  his  usual  image-conscious 
self.  Some  years  ago,  he  hired  a 
public  relations  firm  to  publicize 
Madison,  apparently  because  he 
was  worried  that  Madison  was  sell- 
ing at  a  discount  from  net  asset 
value  and  was  thus  vulnerable  to 
a  takeover.  The  publicity  seems  to 
have  helped.  Since  the  early  Six- 
ties, Madison  has  sold  at  a  pre- 
mium, one  of  the  few  diversified 
closed-ends  to  consistently  do  so. 
In  fact,  18  months  ago  the  pre- 
mium soared  to  50%,  a  level  that 
made  even  Merkle  nervous;  he 
knew  it  couldn't  be  sustained.  Now 
it  is  down  to  6%,  the  lowest  since 
1965,  and  Merkle  doesn't  seem  to 
be  particularly  happy  with  it  get- 
ting near  par. 

Merkle  argues,  in  effect,  that 
paying  the  unearned  capital  gain 
is  only  a  kind  of  advance  on  what 


the  stockholders  will  be  getting  any- 
how, what  with  the  powerful  bull 
market  that  has  been  under  way 
this  year. 

"Look,"  he  says,  "the  Federal 
Reserve  Board  writes  the  market 
letter  for  Wall  Street.  As  long  as 
they  are  flooding  the  financial  sys- 
tem with  funds,  the  market  is  going 
to  go  up." 

But  what  ff  the  Fed  decided  to 
tighten  up?  "With  an  election  com- 
ing up  in  1972,"  Merkle  says,  "and 
6%  unemployment  now?  Don't  be 
ridiculous!" 

Edward  Merkle  never  did  lack 
for  confidence. 


Plain  Talk 


"WnmN  the  next  few  weeks  you 
will  be  receiving  a  new  Hyperion 
prospectus.  The  SEC  requires  mu- 
tual funds  to  go  through  these 
birth  pangs  at  least  every  15 
months,  and  we're  not  supposed 
to  be  the  ones  to  reason  why.  I'm 
no  Sherlock  Holmes,  but  if  I  were 
I  would  probably  deduce  that  it 
comes  from  the  fact  that  the  SEC 
lads  are  lawyers  and  those  who 
put  together  the  legalcse  garble 
that  makes  up  a  prospectus  are 
lawyers.  And  lawyers  derive  sardon- 
ic pleasure  in  evolving  documents 
of  double  jargon  that  are  more  ef- 
fective than  sleeping  pills." 

And  so,  every  two  weeks,  writes 


President  W.S.  (Pete)  Wurzburger 
or  Vice  President  Ed  Morrow  to 
Hyperion  Fund  shareholders.  A  reg- 
ular letter  to  mutual  funds  share- 
holders is  rare,  but  Hyperion  was  a 
unique  fund  of  no-load  funds;  and 
it  was  also  too  small  (125  hold- 
ers, $1.6  milhon  assets)  to  make 
the  daily  newspaper  list  of  mutual 
funds.  So,  says  Morrow,  "Pete  and 
I  decided  we  would  send  out  let- 
ters regularly  to  satisfy  our  fairly 
sophisticated  investors.  The  re- 
sponse was  so  enthusiastic  we 
wound  up  writing  letters  every 
week"— since  changed  to  eveiy  oth- 
er week,  to  lessen  the  burden. 

The  letter  with  the  blast  at  SEC 
legalese  also  goes  on  to  explain 
just  what  the  new  prospectus  really 
is  intended  to  announce,   namely. 


a  1/2%  redemption  charge  within  six 
months  of  purchase.  "It  is  aimed 
squarely  at  that  small  group  of  self- 
styled  geniuses  at  market  timing" 
who  trade  in  and  out,  says  the 
letter.  "The  fact  that  [their]  buy 
and  sell  'signals'  often  come  from 
.  .  .  sources  no  more  reliable  than 
their  astrologer,  or  some  flim-flam 
tip  sheet,  or  the  baby  sitter,  and 
their  results  show  it,  is  immaterial. 
They  are  of  no  benefit  to  .  .  .  long- 
time fund  investors." 

When  will  Wurzburger  and 
Morrow  be  able  to  write  a  pro- 
spectus this  plainly?  Only  when  the 
SEC  will  let  them.  "Next  year  I'll 
fight  again,"  he  writes.  "And  prob- 
ably lose  again.  But  I  promise  all  of 
you  one  thing;  in  this  specific  area 
I'll  never  be  a  good  loser."  ■ 
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Trends 

&  Tangents 

{Continued  from  page  8) 
the  facilities  had  to  be  shut  down 
before  maturity.  WiUiam  A.  Morris 
Inc.  fared  a  lot  worse  with  them. 
Morris  originally  bought  the  bonds 
in  1963,  but  went  broke  when  the 
bond  market  declined  sharply  be- 
fore the  distribution  of  the  issue 
could  be  completed. 

Convenience  Sfi//  Pays 

While  many  retailers  are  re- 
porting lower  earnings  on  slower 
sales  gains,  Dallas-based  Southland 
Corp.,  the  largest  U.S.  operator  of 
early-moming-to-late-at-night  con- 
venience food  stores,  is  still  setting 
records.  Revenues  from  its  4,000 
retail  units,  consisting  mainly  of  its 
7-Eleven  convenience  units  (so 
named  originally  for  their  opening 
and  closing  hours),  rose  13%  to 
S952  million  last  year,  yielding  a 
16^  earnings  gain  to  $14.4  million. 

Irradialion-Pure 

A  group  of  Florida  scientists 
have  worked  out  a  new  approach 
to  water  purification  employing  co- 
balt-60,  a  radioactive  isotope  long 
used  in  treating  certain  cancers  and 
in  sterilizing  surgical  instruments. 
The  irradiation  treatment  is  said 
to  remove  about  98%  of  all  solids, 
break  down  most  detergents,  elimi- 
nate foaming  and  kill  practically 
all  bacteria  as  well  as  many  viruses. 
The  costs  are  put  at  roughU  half 
those  of  conventional  purification 
techniques   of  equal   effectiveness. 


FOREIGN 


Progress  &  Pollution 

Will  Latin  .\nierica  become  a  bat- 
tleground in  the  progress-uv. -pol- 
lution conHict?  Ecology-conscious 
U.S.  officials  are  increasingly  run- 
ning into  the  industrialize-or-else 
ambitions  of  their  Latin  American 
counterparts  at  the  aid  windows  of 
the  State  Department  or  the  other 
multinational  development  agen- 
cies that  abound  in  Washington. 
Case  in  point:  Costa  Rica  and  Nic- 
aragua want  to  build  an  oil  pipe- 
line that  could  raise  environmental 
problems  almost  as  serious  as  those 
posed  by  the  controversial  Alaskan 
pipeline.  Once  a  natural  good- 
neighbor  project,  the  proposal  is 
now  ver\'  much  in  doubt.  ■ 


J 


Looking  for  a  no-load 
growth  fund? 


We  might  have  one  to  match  your  specific 
investment  goals. 

1.  The  Edie  Special  Growth  Fund 
seeks  capital  appreciation  through  invest- 
ment in  small  companies  which  it  consid- 
ers attractive. 

2.The  Edie  Special  Institutional  Fund 
has  similar  objectives  but  is  managed  for 
institutions  and  investors  exempt  from 
Federal  income  taxation.  Keogh  and  cor- 
porate master  pension  and  profit  sheuing 
plans  will  be  available. 

For  a  copy  of  either  prospectus,  mtdl 
the  coupon  or  call  (212)  697-8900. 

lb:  Mr.  Frank  C.  McLaughlin,  Edie  Fund  Sales,  Inc. 
530  Fifth  Avenue,  New  York,  New  York  10036 

Please  send  a  copy  of  the  prospectus  for 

D  Edie  Special  Growth  Fund,  Inc.     D  Edie  Special  Institutional  Fund,  Inc. 


Mr 

Mrs 

Mtss. 


Cily_ 


_Zip- 


m 


Sponsored  by 

Lionel  D.  Edie  &  Company,  Inc. 

Investment  Counselors  •  Economic  Consultants 


hand  •  i  •  capped 

(han'de  kapt'),  adj- 
l.able  2.  dependable 
3.  energetic  4.eager 
workers 

HIRE 


The  President's  Committee  on  Employment  of  the  Handicapped 
Washington,  D.C.  202 1 0 
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Inc. 

AMERICAN   TELEPHONE 
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Agency:    N.  W.  Ayer  &  Son  Inc. 

BABSON'S   REPORTS 

INCORPORATED   46 
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BANK  OF  AMERICA 

BANK   INVESTMENT  SECURITIES 
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BAXTER    INTERNATIONAL 
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Inc. 
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INCORPORATED      29 

Agency:   Doremus  &  Company 


MEXLETTER  

Agency:   Kenyon  &  Eckhardt  De 
Mexico.  S.  A.  de  C.  V. 
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D  MONSANTO  COMPANY,  INC 10 

Agency:  The  Advertising  and 
Promotion  Group 

NORTH   AMERICAN 

ROYALTIES,  INC. 23 

Agency:   Power  and  Condon  Advertising 

THE  PADDINGTON  CORPORATION 

(J&B  SCOTCH  WHISKY)    31 
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R.H.M.  ASSOCIATES    52 
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Company.  Inc. 
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Agency:   Bozell  &  Jacobs,  Inc. 
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Agency:   Doremus  &  Company 

THE  VALUE  LINE 

INVESTMENT  SURVEY 49 

Agency:   The  Vanderbilt  Advertising 
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XEROX   CORPORATION     34-35 

Agency:   Needham,  Harper  & 

Steers,  Inc.,  Advertising 


ANNUAL  REPORT  SECTION 

(pages  53  thru  63) 

AMP  INCORPORATED 

ACTION  INDUSTRIES,  INC. 

Agency:    Reuter  &  Bragdon,  Inc. 

AERONCA,    INC. 

Agency:    D'Arcy-MacManus- 
Intermarco,  Inc. 
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Agency:   Helfgott  &  Partners  Inc. 

ALLEGHENY  POWER  SYSTEM,  INC. 

AMERICAN  BUSINESS   PRODUCTS,    INC. 

Agency:    Eckhouie  Advertising,  Inc. 

AMERICAN    FAMILY    LIFE  ASSURANCE 
COMPANY   OF   COLUMBUS 

AMERICAN    MOTOR    INNS,    INC. 
Agency:   Houck  and  Company,  Inc. 
Advertising 

AMERICAN  RE-INSURANCE  COMPANY 

Agency:    Doremus  &  Company 

ARKANSAS  BEST  CORPORATION 

Agency:    Greenhow  &  Rush,  Inc. 
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Agency:   Booke  &  Co. 


BLISS  &   LAUGHLIN    INDUSTRIES 

Agency:   Paulsen  &  Partners 
Advertising  Agency 

BROCKWAY  GLASS  COMPANY,   INC. 

Agency:  The  Griswold-Eshleman 
Company 
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Agency:    Rumrill-Hoyt,  Inc. 
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CONSOLIDATED  NATURAL  GAS 
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Grove  Inc. 
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Agency:   Rufus  H.  Jones 

CUBIC  CORPORATION 

Agency:   Phillips  Ramsey  Advertising 
&  Public  Relations 

ESB   INCORPORATED 

Agency:   Howard  H.  Monk  &  Associates. 
Inc. 

EARTH   RESOURCES  COMPANY 

Agency:    Intermedia,  Inc., 

A  Division  of  Ruder  &  Finn, 
Inc. 

EASCO  CORPORATION 

Agency:   S.  D.  Loring  Company,  Inc. 

ENGELHARD   MINERALS  & 
CHEMICALS   CORPORATION 

Agency:   Keyes,  Martin  &  Company 

FINANCIAL  GENERAL   BANKSHARES. 
INC. 

GARLOCK,   INC. 

Agency:   Hill  and  Knowlton,  Inc. 

GENSTAR   LIMITED 

GIFFORD-HILL  &  COMPANY,   INC. 

Agency:   Aylin  Advertising 
Agency,  Inc. 

GLOBE   LIFE   AND   ACCIDENT 
INSURANCE  COMPANY 

Agency:   Beajs  Advertising  Agency,  Inc. 

GROLIER   INCORPORATED 

Agency:    Doremus  &  Company 

HOLIDAY   INNS,    INC. 

Agency:   Cosmopolitan  Agency 

INTERNATIONAL   FOODSERVICE 
SYSTEMS,   INC. 

JOY  MANUFACTURING   COMPANY 

KULICKE  AND  SOFFA 
INDUSTRIES,    INC. 

LENOX   INCORPORATED 

Agency:   Chirurg  &  Cairns,  Inc. 

ELI    LILLY  AND  COMPANY 

Agency:   Geer,  DuBois  &  Co.,  Inc. 
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LONG   ISLAND   LIGHTING  COMPANY 

Agency:   Kelly.  Nason  Incorporated 

LOWE'S  COMPANIES.   INC. 

MASCO  CORPORATION 

Agency:   G&D  Communications 
Corporation 

MEDIA   GENERAL   INC. 

Agency:    Martin  &  Woltz  Inc., 
Advertising 

MEDICENTERS  OF  AMERICA 

Agency:   Ward  Archer  &  Associates, 

Inc. 

NEW   YORK   AND    HONDURAS   ROSARIO 
MINING  COMPANY 

Agency:    Albert  Frank-Guenther  Law, 
Inc. 

NIAGARA   SHARE   CORPORATION 

Agency:    Doremus  &  Company 

NORTHEAST   UTILITIES 

Agency:    Chirurg  &  Cairns,  Inc. 

PANOIL   COMPANY 

PHILADELPHIA    ELECTRIC   COMPANY 

POLORON    PRODUCTS,    INC. 

Agency:   Harold  Marshall  Advertising 
Company,  Inc. 

PULLMAN    INCORPORATED 

Agency:    French  &  Preston,  Inc. 

REPUBLIC    FINANCIAL   SERVICES,    INC. 

RICHMOND   CORPORATION 

Agency:    Cargill.  Wilson  & 

Acree  Inc.  Advertising 

ROYAL   INNS  OF   AMERICA,    INC. 

Agency:    Regency,  Inc. 

THE    SOUTHLAND 
CORPORATION 

Agency:   The  Stanford  Agency 

TEXTRON,   INC. 

Agency:   J.   Walter   Thompson   Company 

TRANS-COAST   INVESTMENT  COMPANY 

Agency:    Penney  &  Bennett,  Inc. 

TRAVELODGE    INTERNATIONAL,    INC. 

USLIFE   CORPORATION 

Agency:   The  Advertising  Workshop,  Inc. 

UNiONAMERICA,    INC. 

Agency:  Weinberg  Advertising 
Company 

UNITED   INNS,    INC. 

Agency:    Harding  &  Robinson 
Advertising  Agency 

UNITED   REPUBLIC    INVESTMENT 
COMPANY 

Agency:   Walter  G.  O'Connor 
Company,  Inc 

UNITED   UTILITIES,    INCORPORATED 

Agency:   Frank  Robinson 
&  Company,  Inc. 

THE   UPJOHN  COMPANY 

VALMAC 

Agency:   Ward  Archer  & 
Associates,  Inc. 

VIRGINIA  COMMONWEALTH 
BANKSHARES 

Agency:    Martin  &  Woltz  Inc., 
Advertising 

ZENITH    FUNDING   CORPORATION 

Agency:   Ralph  Jungheim 

ZOECON   CORPORATION 

Agency:    Christensen  &  Leftwich 
Associates 


Glamour 


issue. 


The  celebrity  shown  here  just 
happens  to  be  one  of  the  world's 
most  actively  traded  commodities. 
(We're  speaking  of  that  portion 
of  the  above  known  as  a  frozen 
pork  belly.)  What  our  commodity 
itself  may  lack  in  glamour  is 
more  than  made  up  for  in  the 
excitement  of  trading  it. 

The  kind  of  dynamic,  fast- 
paced  trading  we  conduct  at  the 
Chicago  Mercantile  Exchange  has 


a  great  deal  of  appeal  to  an 
ever-expanding  group  of 
people.  This  fact  has  been 
reflected  in  the  past  few  years 
by  an  enormous  increase  in 
trading  volume.  We  believe 
you  should  look  into  it.  Pork 
belly  trading  is  not  for  the 
faint  of  heart,  but  if  you  have 
the  instinct  for  it,  you  can 
master  the  fundamentals  in 
reasonably  short  order. 
Many  already  have. 

The  commodity  man  at 
your  broker's  will  be  happy  to 
give  you  more  information. 
Or  write  to  us  at  the 
address  below. 

1^  CHICAGO  MERCANTILf  EXCHANGE 

%■  110  North  Franltlin  Street.  Chicago,  Illinois  60606 


TENNECO  INC. 


HOUSTON,  TEXAS 


1971 

is  our  25th 

consecutive 

year  of  cash 

dividend  payments 


A  quarterly  dividend  of  330  per  share  on  the 
Common  Stock  will  be  paid  June  15,  1971, 
to  stockholders  of  record  on  May  21,  1971. 
More  than  246,000  stockholders  will  share 
in  our  earnings. 


M.  H.  COVEY,  Secretary 
'Building  Businesses  Is  Our  Business" 


Manufacturing 
ON    •    Chemicals 


Natural  Gas  Pipelines 
Packaging    •    Land  Use 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


A  man  never  sees  all  that  his  moth- 
er has.  been  to  him  until  it's  too  late 
to  let  her  know  that  he  sees  it. 

—William  Dean  Howells 


My  mother  loved  children— she 
would  have  given  anything  if  I  had 
been  one.  — Groucho  Marx 


A  suburban  mother's  role  is  to  de- 
liver children:  obstetrically  once,  and 
by  car  forever  after. 

—Peter  De  Vries 


No  person  was  ever  honored  for 
what  he  received.  -Honor  has  been  the 
reward  for  what  he  gave. 

—Calvin  Coolidge 


He  who  has  a  why  to  live  can  bear 
with  almost  any  how. 

— Friedrich  Nietzsche 


To  be  happy  with  human  being.s 
we  should  not  ask  them  for  what  they 
cannot  give.  —Tristan  Bernard 


Almost  anything  in  the  world  can 
be  bought  for  money— except  the 
warm  impulses  of  the  human  heart. 
They  have  to  be  given.  And  they  are 
priceless  in  their  power  to  purchase 
happiness  for  two  people,  the  recip- 
ient and  the  giver.  —David  Dunn 


As  for  money,  enough  is  enough;  no 
man  can  enjoy  more. 

—Robert  Southey 


It  is  not  the  greatness  of  a  man's 
means  that  makes  him  independent  so 
much  as  the  sniallness  of  his  wants. 

—William  Cobbett 


B.  C.  FORBES 

The  man  or  woman  who  has 
"heart"  can  adorn  the  mansion 
house  of  his  memory  with  trea- 
sures richer  than  those  of  Gol- 
conda,  with  images  more  beauti- 
ful than  the  paintings  and  the 
statuary  of  the  ancients.  The 
priceless  things  of  life,  happily, 
are  as  accessible  to  the  poor  as 
to  the  rich.  They  are  without 
money  and  without  price.  As 
John  Wanamaker  told  of  Jay 
Gould  when  financial  disaster 
confronted  him:  "All  that  I  have 
left  is  what  I  have  given  away," 
was  the  soliloquy  of  the  (long- 
time-ago)  railroad  financier. 


Happiness    is   much   more   equally 
divided  than  some  of  us  imagine. 

—Caleb  Colton 


Ah!  When  shall  all  men's  good  be 

each  man's  rule,  and  universal  peace 

lie  like  a  shaft  of  light  across  the  land? 

-Tennyson 


It  is  good  for  a  man  to  have  that 
wherewith  he  may  live  well  and  hap- 
pily. —Henry  More 


Wrinkles    should    merely    indicate 
where  smiles  have  been. 

—Mark  Twain 


The  man  from  whom  the  joys  of 

life  have  departed  is  living  no  more, 

but  should  be  counted  with  the  dead. 

—Sophocles 


Most  ov  the  happiness  in  this  world 
konsists  in  possessing  what  others 
kant  git.  —Josh  Billings 


To  be  wise  we  must  first  learn  to  be 
happy.  —Maurice  Maeterlinck 


Consider    not    pleasures    as    they 
come,  but  as  they  go.      — H.  G.  Bohn 


Money  and  power  are  desirable  if 
they  can  be  obtained  without  the  sac- 
rifice of  principle.  The  greatest  suc- 
cess comes  not  from  money,  power  or 
fame,  but  from  a  happy  marriage,  a 
happy  family  and  a  happy  liome. 

—Robert  Elkinc;  i  on  Wood 


Looking  for  happiness  is  like  clutch- 
ing the  shadow  or  chasing  the  wind. 
—Japanese  Proverb 


No  man  loves  labor  for  itself. 

—Samuel  Johnson 


In   an  hundred   ells   of  contention 
there  is  not  an  inch  of  love. 

—George  Herbert 


Mankind  has  become  so  much  one 
family  that  we  cannot  insure  our  own 
prosperity  except  by  insuring  that  of 
everyone  else.  If  you  wish  to  be  happy 
yourself,  you  must  resign  yourself  to 
seeing  others  also  happy. 

— Bertrand  Russell 


A  Text  » . . 


Sent  In  by  James  R.  McNlel,  Fort 
Dodge,  Iowa.  \Vhat's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  Is  presented  to  senders  of 
texts  used. 


Wealth  gotten  by  vanity  shall  be  di- 
minished:  but  he  that  gathereth  by 
labour  shall  increase. 

—Proverbs  13:11 
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We  helped  moke 

the  working  day  on  hour  shorter 

in  Philodelphio. 


r^- 


For  many  cornrrtu'icrs  to  Philadelphia,  the 
8-hour  day  doesn't  seen  ai  .'ong  as  it  used  to. 
That's  because  they  now  s^vr  up  ,'o  an  hour 
in  travel  time  every  day. 

They  ride  to  work  on  the  !■::.:  T'llomated 
rapid-transit  line  in  the  counir'--.  ('-fr'nted  by 
the  Port  Authority  Transit  Cor;:^.-    ■-.  ■■- 

Every  day,  15,000  people  2:'^-  d  to 

work  and  back  on  a  link  betwe  =  >•■      -own  and 
the  New  Jersey  suburbs.  4' 

High-performance  motors  fro'-'        H^ral 
flectric  move  the  trains  up  to  75  mile      ;  hour. 
'  i'ltomatic  controls  keep  them  rur:'  ';ng2 

■  les  apart  during  rush  hour 


The  full  round  trip  takes  less  than  45 
minutes.  A  good  hour  faster  than  driving.  And  a 
good  deal  more  relaxing. 

Other  transit  systems,  powered  by  General 
Electric,  are  saving  time  for  commuters  in 
Chicago,  Cleveland,  Boston,  New  York. 

General  Electric  is  helping  in  other  ways  to 
help  people  travel.  With  engines  for  helicopters, 
jet  engines  for  the  DC-70.  And  propulsion 
equipment  for  the  Metroliner,  running  at 
700  mph  between  New  York  and  Washington. 

Helping  you  get  where  you're  going  is  the 
kind  of  progress  we're  working  on  at  General 
Electric.  And  we're  getting  there. 


Men 

helping 

Man 

GENERAL®  iLECTBj 
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In  what  country  would  you  rather  live? 


Of  course  America  isn't  perfect,  but  neither  is 
Cuba  nor  any  Socialist  or  Communist 
country.  But  at  least  America  is  working  on 
it.  And  don't  forget  that  millions  in  those 
other  countries  (who  know  conditions  there, 
better  than  you  do)  want  desperately  to  come 
here,  from  there. 

Since  a  country  is  simply  the  people  in  it, 
what  have  you  done  lately  to  make  yours  a 
better  one?  Or,  what  are  you  doing  to  make 
it  worse? 


With  all  the  isms,  cults  and  organized  pro- 
testers, there  are  really  only  two  groups  of 
people  in  the  world  —  happy  and  unhappy. 
The  happy  ones  are  so  busy  working,  earning 
their  own  way,  producing  their  share  for  the 
world's  needs,  that  they  haven't  time  to  join 
the  rioters.  The  unhappy  ones  are  so  busy 
screaming  for  their  "rights",  trying  to  be 
noticed,  demanding  somebody  else  take  care 
of  them,  that  they  haven't  time  to  join  the 
self-respecting  workers. 


Mrs.  O'Leary's  Chicago  cow  was  a  constant 
kicker.  So  one  day  her  kick  knocked  over  a  lan- 
tern in  the  barn,  and  she  burned  down  the  roof 
over  her  head,  the  man  who  fed  her — and  herself. 


New  Load  Monitor  electronic  warning  system  for 
Warner  &  Swasey  hydraulic  cranes  tells  the  opera- 
tor when  his  load  approaches  the  capacity  limit  of 
the  crane. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Off/ces 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.TEXTILE  AND  CONSTRUCTION  MACHINERY 


CNA  UPTIME  STORY  No.  12 


MD  AAATTERWHAT 

HAPPENS  IN  BUSINESS  TDDAV.. 

PEOPLE  STILL  DREAM 

OF  A  FUN  PLACE  TD  LIVE 

That's  why  CNA  Financial  Corporation  is  in  the  business  of  recreational  real  estate. 
Every  day  more  people  want  more  beautiful,  fun  places  to  live. 
So  we  encourage  our  subsidiary,  Kane  Financial,  to  continue 
developing  recreation  communities. 

Like  the  one  they're  building  in  Quechee  Lakes,  Vermont. 

The  town  of  Quechee  is  being  carefully  restored  to  maintain 
the  authenticity  of  New  England.  While  almost  half  the  countryside 
will  remain  untouched. 

A  beautiful  setting  for  recreations  like  golf.  Tennis.  Skiing.  And  nature 
Kane  sees  Quechee  Lakes  as  the  first  of  many  such  developments 
they  plan  to  build. 

And  developing  real  estate  is  just  one  of  the  essential 
businesses  our  subsidiaries  are  in. 

At  CNA  Financial  we  don't  wait  for  better  times. 
We  build  them. 


CNA/INSURANCE    CONTINENTAL  ASSURANCE    CNA  INVESTOR  SERVICES    CNA  REALTY    TSAI  MANAGEMENT  i  RESEARCH    GENERAL  FINANCE    KANE  FINANCIAL    LARWIN  GROUP    CNA  NUCLEAR  LI 
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XeroxTelecopier  turns  your  telephone  into  a 
cnoss-town,  cross-country  copy  machine. 


Imagine  putting  a  document  into  a  copy 
machine  in  New  York  and  inaving  the  copy  come 
out  in  Los  Angeles.  That's  exactly  how  Xerox 
Telecopier  works  with  your  telephone. 

All  you  do  is  get  the  other  party  on  the  line. 
Then  insert  the  letter,  chart,  diagram  or  what- 
ever into  your  Telecopier  transceiver  and  put 
the  Telecopier  on  the  line.  Just  like  it  is  in  the 
picture. 

In  four  minutes  or  less  an  exact  copy  rolls 
out  of  the  Telecopier  transceiver  at  the  other 
end  of  the  line.  Then  you  can  pick  up  the  phone 
and  discuss  it.  All  on  the  same  call. 

Unlike  sending  messages  by  wire,  there's 
no  chance  for  transcription  errors.  Because 
there's  no  transcription.  Xerox  Telecopier  sends 
a  copy  of  any  document,  whether  it's  written, 
printed  or  drawn. 

With  Xerox  Telecopier  you'll  be  making  de- 
cisions and  doing  business  way  ahead  of  your 
competition.  While  they're  sending  messages 
that  often  take  days  to  get  there,  you'll  be  send- 
ing exact  copies  in  four  minutes  or  less. 

The  cost  for  converting  your  telephone  into 
a  cross-town,  cross-country  copy  machine  is  less 
than  two  dollars  a  day.  If  you  get  one  tomorrow, 
you  can  beat  yesterday's  mail.  For  complete 
details  call  the  Xerox  office  nearest  you. 


XEROX, 


XEROX  AND  TELECOPIER  ARE  REGISTERED  TRADEMARKS  OF  XEROX  CORPORATION. 
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My  name  is  Albert  Bonnier* 


I'm  looking  for  you  who  want  to  establish 
a  dynamic  contact  in  Europe. 

You  can  be  anyone.  An  individual. 
A  small  firm.  A  big  company.  A  multinational 
conglomerate.  The  important  thing  is  not 
what  you  are,  but  what  you  offer.  In  ideas, 
innovations,  inventions,  projects  which 
might  be  developed  into  a  business. 

Behind  me  is  the  Bonnier  Group. 
A  Swedish  conglomerate  with  considerable 
capital  resources.  A  highly  diversified  group 
with  headquarters  in  Scandinavia  and 
subsidiaries  in  most  Western  European 
countries.  Including  England,  Germany, 
France  and  Italy. 

We  started  in  1837  with  a  book  shop. 
This  was  built  into  a  publishing  house.  Today 
it's  the  biggest  in  Scandinavia  and  one  of  the 
most  important  in  Europe.  From  our  base  of  books,  magazines  and  newspapers 
we  have  moved  into  other  spheres  of  business.  We  have  our  own  paper  mills. 
We  make  printing  presses  and  printing  ink.  We  are  in  packaging,  disposables, 
plastics,  furniture,  material  handling,  process  control  equipment,  water 
treatment,  swimming  pools  and  shipping. 

We  have  two  main  ambitions.  One  is  to  add  interesting  new  products  to 
our  existing  industries.  The  other  is  to  diversify  into  new  lines  of  business. 
We  have  a  good  base  for  consumer  products  in  the  chemical-technical  sector,  for 
adhesives,  converted  plastic  products,  graphic  industries  and  mechanical 
industries. 

When  we  go  into  something,  it's  usually  with  the  idea  of  developing  one  of 
the  leading  companies  in  the  field.  Happily,  this  idea  has  often  become  reality. 
There's  one  exception,  though.  The  Bonnier  Gift  Shop  in  New  York  never  really 
tried  to  be  bigger  than  Macy's. 

As  you  can  see  there  are  many  avenues  open  to  you  within  the  Bonnier 
Group.  And  above  all  there  is  considerable  knowledge  in  turning  new  ideas  into 
active  businesses  which  can  prove  profitable  to  you. 
Interested?  Drop  us  a  line. 

The  Bonnier  Group 

Mr.  Albert  Bonnier  Jr.    S- 105  44  Stockholm,  Sweden 


starting  now  we're  doing  business 
on  a  first-name  basis. 

You  know  us  as  Eaton  Yale  &  Towne.  Now  we're  Eaton. 
So  you  can  call  us  officially  what  you've  called  us  all  along. 

Eaton  is  a  company  that's  uncommonly  qualified  to  help  find 
the  answers  for  you  in  products  for  many  important  growth 
markets  of  the  70's.  Like  transportation,  construction,  security, 
housing,  leisure,  manufacturing  and  materials  handling. 

Eaton  is  a  company  with  more  than  43,000  problem  solvers 
worldwide.  That's  what  put  our  sales  at  the  billion-dollar  level. 

So  remember  our  new  name:  Eaton  . . .  and  be  sure  to  keep  track 
of  us.  Our  new  symbol  on  the  Big  Board  is  ETN.  Our  address: 
Eaton  Corporation,  100  Erieview  Plaza,  Cleveland,  Ohio44114. 


000.000 


TV  Guide's  new  rate  base  goes  into  effect  September  4, 
1971,  protects  current  advertisers  through  December  31, 1971. 


millions 


PIB  ADVERTISING  REVENUE 


RATE  AND  RATE  BASE  COMPARISONS         millions 
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This  year,  more  people  will  buy  TV  Guide  to  read 
about  television  than  will  buy  any  other  magazine  to  read 
about  anything  else. 

This  franchise  reflects,  we  think,  two  important  points. 
First,  the  growing  concern  over  television  s  role  in  our  society. 
And  second,  the  point  of  view  that  TV  Guide  brings  to  its 
coverage  of  the  medium. 

We've  always  believed  that  television  is  too  big  and  too 
important  to  be  ignored. 

Our  circulation,  so  far  this  year,  has  averaged  over  16.4 
million  copies  each  week,  providing  a  substantial  bonus  for 
our  advertisers. 

TV  Guide.  An  essential  magazine  to  its  readers.  A 
hard  working  magazine  for  its  advertisers. 
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TKIANCLE  PUBLICATIONS.  INC. 


Sell  with  the  one  that's  selling. 


Source.  Publithtf'i  Eilimat*. 


[)ur  new  man-on-the-spot  in  Miami 
bs  an  overseas  outlook* 


j's  the  general  manager  of  our  new 
bsidiary— Bank  of  America  Inter- 
irional  of  Florida.  If  you're  doing 
isiness  abroad  — and  particularly 

Latin  America  —  you'll  find  this  bi- 
igual  international  banker  speaks  your 
nguage.  His  international  financing 
bilities  include  U.S. dollar, foreign 

rcncy  and  even  multi-currency 
msactions.  And  he  can  help  you  with 
cry  aspect  of  import-export  business, 
rcign  exchange,  and  deposit  accounts, 
om  his  central  base  in  Miami  he 
n  put  you  in  touch  with  our  global 


network  of  branches,  affiliates  and 
correspondents.  Working  with  them, 
he  can  provide  you  with  information 
about  local  business  conditions,  intro- 
duce you  to  customers  and  suppliers 
and  help  with  mergers  and  acquisitions. 
For  person  to  person  banking  assist- 
ance anywhere  in  the  world  contact 
Bank  of  America  —  first  in  banking. 

G3  Bank  of  America 
man'On-the-spot  service. 

Wbrldwide. 
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yi  million  homes  will  be  built  by  1975. 
Ani  Fniehauf  will  help  build  theml' 


The  National  Association  of 
Home  Buildef's  estimates  that, 
between  1971  and  1975,  9^/2 
million  new  homes  will  be  built  in 
this  country— a  multi-billion  dollar 
market  in  which  Fruehauf 
Corporation  is  already  involved. 

Through  our  Fruehauf 
Buildings  Division,  we're 
designing  and  developing 
modular  townhouses  built  with 
assembly  line  techniques  and 
economies.  These  are  the  same 
modern  methods  Fruehauf 
Corporation  is  already  using  to 
manufacture  diversified  equip- 
ment and  systems  for  the 
transportation  industry. 

And  we're  not  the  only 
people  who  believe  this  is  the 
housing  of  the  70's.  As  a  recent 
study  of  the  housing  market  of 
the70's  put  it:  "The future  market 
for  industrialized  building  systems 
in  the  United  States  will  be  huge. 
And  the  $2.5  billion  market  for 
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modular  housing  estimated  for 
1975  is  only  part  of  that  total." 

Our  pilot  plant  is  already 
in  operation,  and  plans  are  well 
.underway  for  construction  of  an 
$8  million  plant  capable  of 
producing  5000  housing  units 
annually. 

Our  new  brochure, 
"Townhouses  by  Fruehauf",  and 
the  1970  Annual  Report  tell  you 
more.  For  copies  write  Fruehauf 
Corporation, 
10900  Harper, 
Detroit, 
Michigan 
48232. 


Source: 

U.S.  Depf.  of  Qovtxm^Tce,  and  Economics  Depf.  —  NAHB. 


TRANSPORTATION 


Fruehauf. 
A  company  building 
for  the  70's  through 
Total  Transportation. 


You  get  more 
than  facts  and  figures 
when  you  talk 

transportation  insurance  with 
Parker  &  Co. 


Because  we're  the  creative  insurance 
brokers. 

And  our  art  lies  in  defining  your  unique 
insurance  needs.  Custom  designing  a  plan  that 
meets  your  requirements.  Then  finding  the  insur- 
ance carriers  who  will  give  your  plan  outstand- 
ing service. 

You  can't  get  this  kind  of  versatility  from 
a  single  insurance  company.  Or  from  a  broker 
that's  too  impersonal  to  encourage  artistic  ex- 


pression. Or  who  does  not  provide  the  technical 
services  required. 

You  can  get  it  from  Parker  &  Co.  Inter- 
national. Because  we've  been  masters  of  the  art 
of  creating  resourceful  insurance  plons  for  over 
50  years.  So  if  you  always  thought  transportation 
insurance  was  just  a  lot  of  dry  statistics  or  that 
creativity  had  nothing  to  do  with  dollars  and 
cents,  call  Parker  &  Co.  International.  And  put 
our  imagination  to  work  for  you. 


Fbrker  &  Co.  Internationa^  IncThe  Creative  Insurance  Brokers. 

Aviation  and  General  /nsuronce— 99  Pork  Avenue.  New  York.   (212)  687-6^60  and  Philadelphia,  Son  Francisco. 
Coral  Gob/es,  Orlando.  Jacksonville.  Washington,  Atlanta.  6os/on,  Mexico  City,  Caracas 

A  Division  of  Frank  8.  Hall  &  Co.,  Inc. 

Average  Adjusrers  •  Employee  Benefits  Consultants  •  Actuar!e5~67  Woll  Street,  New  York,  N.Y.  (212)  944-3300  and  offices  "m  Chicago,  New  Orleons,  Los 
Angeles,  San  Froncisco,  Ookland,  Portjond,  Ore.,  Seattle,  Anchorage,  Honolulu,  London,  Oslo,  Hong  Kong,  Adelaide,  Brisbone,  Melbourne,  Perth,  Sydney 
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Essential 


Copper  wires  are  the  arteries  of  communication  systems. 
The  guts  of  motors  and  generators.  The  heart  of  TV  sets, 
radios  and  stereos. 

Copper  pipes  and  tubes  bring  water  into  houses,  chill  food, 
keep  living  rooms  warm  or  cool.  Copper  radiators  cool  automobile 
engines.  Alloys  of  copper— brass  and  bronze— are  made  into 
thousands  of  products. 

Copper  is  versatile.  Copper  is  dependable.  Copper  is  essential. 

At  Asarco  Ave  are  involved  in  all  aspects  of  copper— exploration, 
mining,  production.  Our  engineers  and  scientists  developed  the 
Vertical  Shaft  Furnace,  a  new  type  of  furnace  for  melting  copper. 
It  reduces  both  initial  and  operating  costs.  To  date, 
57  of  these  furnaces  are  in  use  around  the  world,  at  Asarco 
plants  and  other  copper  prodiuers  under  license  from  Asarco. 

Asarco  is  important  in  copper  and  many  other  materials 
which  are  essential  to  American  industry. 


MgJ  Sb  !  Se,    ^  , 


ASARCO        AMERICAN   SMELTING  AND   REFINING   COMPANY 


120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
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Side  Lines 


The  Numbers — The  Men  behind  Them 

SiTTiNC  at  one  end  of  a  long  table  in  General  Electric's  rather  Spartan 
Manhattan  boardroom,  Forbes  Senior  Editor  Robert  ].  Flaherty  was  in- 
ter\  iewing  GE  Ghairnian  Fred  J.  Borth.  Borch,  who  has  been  burned  by 
the  press  several  times  in  recent  years,  was  relaxed  but  wary.  "I'm  a  lousy 
inter\iewer."  Flahert\  began,  b\  wa\  of  putting  Borch  at  his  ease.  Laugh- 
ing, Borch  cried,  "Look  out!"  and  put  his  hand  on  the  Borch  wallet. 

\().  Mr.  Borch,  we  weren't  after  Nour  wallet.  Howexer  critical  we  may 
have  lieeii  in  the  past  of  the  management  in  many  top  corporations,  such 
wasn't  our  purpose  in  this,  our  1971  Directory  l.ssue.  Our  editorial  aim 
was  simple  and  difficult  at  the  same  time:  to  see  top  men  of  business, 
the  chief  executive  officers, 
through  their  own  eyes. 

These  are  not  textbook 
views  that  appear  in  this  issue. 
\or  do  the\  make  anv  partic- 
ular claim  to  objectivity 
(wfiatever  that  ma\  mean). 
We  have  held  up  a  mirror  and 
asked  these  men  to  describe 
what's  in  it.  In  their  own 
words.  In  their  own  frame  of 
reference.  B\  so  doing,  we  feel 
we  ha\e  gi\en  our  readers  an 
im|)ortant  insight  into  the  wa\ 
the  American  enterprise  sys- 
tem woiks.  W'e  mav  well  have 
[provided  fascinating  source 
material  for  futme  historians  as  well. 

It  is  something  of  a  nightmare  to  schedule  a  Forhes  Directoiv  Issue 
like  this  one.  The  heroes  this  \ear  are  Special  Rejxjits  Editor  Kenneth 
Schwartz  and  Statistical  Editor  Donald  Popp.  Schwartz— aided  by 
Reporter  .Marsha  Ludwig  and  a  small  but  experienced  team  of  other 
staffers— did  a  monumental  job  ol  negotiating  with  the  biggest  corpora- 
tions in  the  U.S.  to  make  available  to  us  their  top  brass.  How  well 
.Schwartz  succeeded  is  evident  from  our  table  of  contents— and  from  the 
large  number  of  excellent  interviews  which,  for  reasons  of  space,  ended  up 
on  the  cutting-room  floor. 

Statistical  Editor  Popp  and  his  assistant,  [erome  Fischer,  handled  the 
ecjuallv  back-breaking  job  of  gatheiing,  programming  and  checking  the 
vast  amounts  of  statistical  information  that,  eventually  run  through  our 
computer,  fills  7()-odd  pages  in  this  issu<'.  The  statistical  section  again 
lists  the  500  largest  II. S.  corporations  in  foiu'  diflerent  dimensions: 
revenues;  profits;  assets;  market  value.  This  \ear  we  have  added  a  fifth: 
the  chief  executive  and  what  he  is  paid  b\'  the  biggest  corporations. 

One  interesting  sidelight  on  the  issue:  The  staffers  working  on  this  i.ssue 
were  impressed  bv  these  executives'  intense  preoccupation  with  our  big 
social  problems.  Ken  Schwartz  has  an  anecdote  about  this.  On  his  way  to 
interview  Burlington  Industries'  Charles  Myers,  Schwartz  had  his  ear 
bent  b\'  a  taxicab  driver  who  was  convinced  that  New  York,  the  U.S.  and 
the  wf)ild  were  going  to  hell,  irretrievably,  bevond  redemption.  Schwartz 
mentioned  this  pervasive  pessimism  to  Mvers,  who  mused:  "Hm,  maybe 
that's  win  that  fellow  is  a  cabdriver." 

Myers'  reaction  would  have  been  echoed  by  most  of  the  men  who  ap- 
pear in  this  issue:  When  everv  working  dav  you  face  problems  as  big  as 
these  men  do,  you've  got  to  be  optimistic.  Otherwise,  wh\'  bother?   ■ 
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How  FLOWERS  OF  ZINC  guard  steel 
against  rust  for  20  years  and  more 


The  myriad  of  shining  zinc  "petals"  which  galvanizing 
deposits  on  steel,  form  both  a  shield  and  an  "electric 
fence"  against  rust.  D  The  layer  of  zinc  protect  s  first  as 
a  mechanical  barrier  which  completely  covers  the  steel 
to  seal  out  corrosion's  attack.  Zinc's  secondary  defense 
is  called  upon  when  the  protective  coating  is  scratched, 
gouged  or  worn  through  to  the  steel  itself.  Then,  an  elec- 
trochemical current  of  galvanic  action  fences  these  gaps 
and  the  zinc  slowly  sacrifices  itself  as  it  continues  to 
protect  the  steel.  Q  Galvanized  steel  supplies  a  com- 
bination of  strength,  corrosion-resistance  and  economy 
found  in  no  other  material.  This  is  why  it  is  so  widely 
used  on  highway  guard  rail,  bridges,  transmission  towers, 
reinforcing  rod,  automobiles  and  many  otherapplications 
throughout  industry.  Q  To  protect  steel-the  basic  ma- 
terial of  our  civilization-thc  use  of  zinc  for  galvanizing 
grew  from  355,399  tons  in  1960  to  426,724  tons  in  1970. 


As  the  nation's  largest  producer  of  zinc,  St.  Joe  con- 
tinues to  enjoy  a  major  share  of  this  market.  □  For 
information  about  our  performance  over  the  past  ten 
years,  send  for  our  latest  annual  report. 


Galvanized  steel  guard  rail  on  the  New  Jersey  Turnpike  has 
a  record  of  no  passenger  vehicle  breakthrough  and  no  main- 
tenance after  ten  years. 


SXJQE 

MINERALS  CORPORATION 


.  .  .  and  its  subsidiary,  Quemetco,  Inc.  produce  and  sell  zinc,  zinc  oxide,  lead,  lead  alloys,  lead 
oxides,  fabricated  lead  products,  lead  based  lubricants.  Iron  ore  pellets,  iron  oxide,  agricul- 
tural limestone,  cadmium,  copper  concentrates,  silver  and  sulphuric  acid. 

250  Park  Avenue,  New  York,  New  York  10017,  Tel.  (212)  986-7474 


North  Corolino's  new  Borge  Site 
Survey  will  benefit  20  companies, 
ot  least. 


Are  you  looking  for  an  Eastern  Seaboard  industrial  site 
which  IS  served  by  water  transportation^  We  have  20 
All  wrapped  up  and  ready  for  development  They  range 
in  size  from  160  to  4,000  acres. 
We  ve  got  the  details  on  each  one:  Zoning  ..  Utilities 
(natural  gas  available)     Tax  rate     Aerial  photographs  . 
Topography     Transportation  and  sen/ice  facilities 
And  options    We  ve  got  two-year  purchase  options  in 
hand 

The  sites  are  m  these  areas;  Wilmington.  Hertford.  Eden- 
ton.  Elizabeth  City.  Greenville,  Plymouth.  Fayetteville, 
Morehead  City.  Murfreesboro,  Washington.  New  Bern, 
Bel  haven. 


For  more  information,  please  use  the 
.^         coupon  for  an  immediate  reply. 

■■■■■■■■■■■■■■■■■■■■■■■■■■■I 

North  Carolina  Department  of  Conservation  &  Development 

Division  of  Commerce  &  Industry 

Box  27687 

Raleigh.  North  Carolina  2751 1 

Please  send  me  more  information  on  your  new  Barge  Site 

Survey.  I  am  particularly  interested  in  the 

area.  I  would  like  the  complete  package  on  the  20  sites.  D 

Name  

Firm  

^^^^^^^■"  ■  "  '^U^^^         Address 


To  De  a  leader  in  business  today 
you  have  to  be  where  business  is. 

But  that  takes  capital, 
facilities  and  people. 

Which  are  the  reasons 
for  Marcor.  Marcor  gave 
Container  Corporation  and 
Wards  the  things  we  need  to 
continue  to  be  leaders  in  our  field. 

At  Container  it  works 
this  way.  We  carefully  watch 
where  business  is  expanding. 
When  we  find  an  area  that  looks 
good  we  build  a  new  packaging 
plant  in  the  exact  spot  that 
can  service  the  greatest  nunnber 


of  packaging  needs.  Thinking 
in  this  direction  works  two  ways. 
It  not  only  saves  manufacturers 
money— it  makes  us  money.  ., 

At  Montgomery  Ward  it 
works  another  way.  As  people 
move  from  rural  and  small  towns 
into  urban  areas  we  follow  them. 
We  phase  out  the  old  stores 
and  build  new  stores  and  expand 
others  where  the  business  is     '• 
going.  And  at  the  rate  we're  going 
we  expect  to  build  155  new 
stores  in  the  next  five  years. 

See?  Sometimes,  in  order 
to  lead,  you  have  to  follow. 


MARCOR 

Montgomery  Ward         Container  Corporation  ol  America; 


Sometimes,  in  order  to  lead  you  have  to  follow 


Mycrs&  Liggett? 

We  haven't  really  changed  the  name,  but  we  have  changed  the  company. 
We  are  now  53  per  cent  non-tobacco. 


'A  touch  of  Grand  Marnier  gives  it 
a  certain  /e  ne  sais  quoi."  "Personally,  I  don't  happen  to  care  for  brandy. 


Who  ordered  the 
J&B  Rare  Scotch 
with  the  cream  soda? 


You  know  Liggett  &  Myers  for  its  L&M, 
Chesterfield,  Lark  and  Eve  cigarettes.  But  did 
you  know  L&M  has  the  leading  brands  in 
Scotch  whisky  (J&B),  canned  dog  food  (Alpo) 
premium  bourbon  (Wild  Turkey), 
watch  bands  (Brite),  imported  wines 
(Chauvenet,  Charles  Heidsieck,  Calvet, 
Lagosta),  household  cleaning  programs 
(Blue  Lustre),  liquor  specialties  (Grand  Marnier, 

Metaxa,  Campari)  and  even  popcorn  (3-Minute). 
During  the  last  seven  years,  sales  of  our 
non-tobacco  products  have  jumped  from  zero  to 
53  percent  of  total  sales,  excluding  excise  taxes. 

Liggett  &  Myers 

*     ^<— y  9r       Incorporated 


3     Jion 
...,i^:ire  feet 

of 
office  space 

is  under 

construction 

in  Dallas. 

Is  Dallas 
expecting 
company? 


Yes,  Dallas  is  expecting  company. 
Maybe  yours.  As  the  eighth  largest 
city  in  the  United  States,  Dallas  has  a 
lot  to  offer: 

•  A  business  climate  which  has  moved 
Dallas  up  to  4th  place  among  U.S. 
cities  in  the  number  of  corporate 
headquarters  tor  million  dollar  com- 
panies. 

•  108  banks  with  lending  capabilities 
which  make  Dallas  the  most  important 
financial  center  in  the  Southwest. 

•  Transportation  service  in  abundance 
from  59  common  carriers. 

There's  hardly  anything  Dallas 
doesn't  have  ,  .  .  unless  it's  you.  And  if 
that  can  be  arranged,  Dallas  Power  & 
Light  Company  wants  to  help. 


DALLAS  POWER   &   LIGHT  COMPANY 
Member  of  Texas  Utilities  Company  System 


I 


CALL  OR  SEND  COUPON  TO;  Don 
Raburn.  Manager,  Industrial  Develop- 
ment, Dallas  Power  &  Light  Company, 
1506  Commerce,  Dallas.  Texas  75201, 
Phone:  (214)  747-4011 

Please  send  b  ks 

D  Dallas  Fact  Book 

D  Office  Location  Study 

n  I  have  questions;  contact  me 


Name 

Title 

Company 

Address 

Phone 

City 

State 
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Trends 

&  Tangents 


WASHINGTON 


Employees'  Business 

If  yoii  have  been  worried  about 
getting  into  unwanted  accounting 
and  tax  problems  because  your 
employees'  association  wants  to  set 
up  some  food-vending  machines 
in  the  basement,  the  Internal  Rev- 
enue Service  has  come  to  your  res- 
cue. A  new  IRS  regulation  per- 
mits an  employees*  group  to  sell 
items  through  vending  machines, 
food-dispensing  machines  or  snack 
bars  to  its  members  only,  at  their 
usual  place  of  employment,  and 
still  not  be  liable  to  a  tax  on  un- 
related business  income. 

Affinity  Flights 

That  transparent  fiction  that 
forces  travelers  to  join  some  bogus 
chowder  and  marching  society  in 
order  to  (jualify  for  low-cost  char- 
ter flights  may  finally  be  ground- 
ed by  the  Civil  Aeronautics  Board 
and  by  Congress.  The  CAB  has 
announced  it  will  reconsider  its 
rules  requiring  that  charter  flights 
be  limited  to  groups  that  have 
some  "affinity."  At  the  .same  time. 
Congress  is  considering  a  number 
of  bills  that  would  develop  a  pro- 
gram of  low-cost  bulk  air  transpor- 
tation that  would  give  the  charters 
freer  access  to  markets  now  re- 
stricted to  the  big  scheduled  lines. 


FOREIGN 


Efficient  Reverence 

Latest  institution  to  fall  under 
the  efficiency  expert's  analytical 
stare  is  London's  Westminster  Ab- 
bey. After  being  overwhelmed  by 
tourist  crowds  last  year,  the  905- 
year-old  Abbey  decided  it  needed 
a  methods  survey  to  prepare  for 
this  year's  expected  flood  of  5  mil- 
lion. As  a  result,  the  church  will 
open  40  minutes  earlier  (9:20 
a.m.),  and  chairs  will  be  removed 
from  nave  and  transepts  at  peak 
visiting  hours.  Also,  dming  the 
June-to-September  peak  of  the 
tourist  season,  guides  and  "mar- 
shalls"  speaking  several  languages 
will  be  available  to  help  th°  per- 
manent staff  with  perplexed  visitors. 


Going  Up 

Equity  markets  in  much  of  the 
industrialized  world  more  than 
matched  the  gains  of  the  U.S. 
market  in  the  first  quarter  of  1971 
over  1970.  This  is  attributed  to 
heavy  foreign  investment  (much 
by  Americans)  in  a  report  by  Capi- 
fal  International  S.A.  of  Geneva. 
For  1971's  first  three  months  Ger- 
many's stock  market  gained  19.5% 
and  Japan's  18.3%.  The  U.S.  mar- 
ket went  up  8.9%  measured  by  the 
Standard  &  Poor's  500.  In  1970,  11 
of  the  14  markets  surveyed  had 
declines  of  up  to  26%. 

Computerized  Sex? 

Can  sex  be  electronically  pro- 
grammed? You  might  think  so 
from  the  new  computer  program 
Britain's  Management  Dynamics 
Group  is  marketing.  It's  called  "The 
1900  LUST  Program."  But  relax. 
The  initials  stand  for  Listing,  Up- 
dating, Sorting  and  Totaling. 

Red  Capitalism 

The  Soviet  Union's  recent  toe- 
dabbling  in  capitalistic  manage- 
ment techniques  seems  to  have 
scored  some  points  for  the  enter- 
prise system.  In  one  test,  accord- 
ing to  a  Russian  press  agency, 
(Continued  on  page  25) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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The  Dog  is  a 

travelii^  nia]& 

best  friend* 


Car  rentals.  Vacation  tours.  Sightseeing. 
Travel  insurance.  Airliner  leasing.  Intercity 
and  downtown-to-airport  transportation. 
There's  more  to  Greyhound  than 
just  getting  from  one  place  to  another. 

Now  Greyhound  not  only  transports  people 
...Greyhound  Rent-A-Car  puts  wheels  under 
them.  Greyhound  Van  Lines  moves  them. 
Greyhound's  Tour  Master  travel  insurance 
writes  policies  on  them.  Greyhound's  tour  and 
sightseeing  companies  show  them  America. 

Every  service  developed  with  our  funds, 
not  the  government's. 
That's  what  keeps  the  fast-moving  Dog  so 
far  ahead  of  the  pack. 

Greyhound. 

In  travel-related  services,  too,  we've  got  more  going  for  you. 


J 


Space 
Rescue  Team. 


They're  professionals  in  Inner 
Space.  Experts  in  warehousing, 
product  handling  and  product 
distribution.  Their  mission:  Help 
major  companies  set  up  flexible, 
efficient  distribution  networks 
in  the  U.S.,  Canada  and  Europe. 

Each  is  a  specialist.  One, 
a  product  specialist.  With  years 
of  experience  in  handling 
and  distributing  products 
similar  to  your  own.  Another  an 
operations  expert.  Familiar 
with  the  full  range  of  Overmyer 


distribution  services  including 
handling  equipment,  special 
office  and  supervisory  personnel, 
even  office  equipment.  He  can 
staff  and  equip  any  Overmyer 
space  center  to  your  specifications. 

The  third  is  a  contract  specialist. 
He'll  recommend  the  most 
efficient  national  public 
warehousing  program  to  meet 
your  distribution  needs. 

The  fourth  is  an  account 
executive.  He'll  take  complete 
responsibility  for  implementing 
your  program  in  all  our  facilities. 
And  he'll  service  your  business 
on  a  day-to-day  basis. 

The  fifth  man  is  a  senior 
Overmyer  officer.  With  full 
authority  to  customize  Overmyer's 
public  warehousing  services 
to  your  needs.  Draw  up  the 
package  that  fits  your  business. 
On  the  spot. 

Working  as  a  team  they've 
visited  hundreds  of  leading 
American  companies.  Rescuing 
them  from  slovir  inefficient 
distribution.  All  in  one  fell  swoop. 

Call  the  Overmyer  Space  Rescue 
Team  to  help  you  solve  your 
distribution  problems. 


©Copyright  D.  H.  Ovi 


D.H.Overmyer:The  Men  From  Inner  Space. 

(212)  661-8771. 
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In  December  1 970,  Jerry  Lewis  presenied  a  check 
for  S53.000  fo  James  Sarbmolf.  a  Jerry  Lewis 
Cinema  Area  Director  of  only  eigfit  monlfis  Tfiis 
cfieck  represents  a  return  ol  S3, 000  in  excess  of 
Mr  Sarbinoff's  original  investment  in  the  IVIini 
Cinema  Program  As  an  Area  Director  for  Jerry 
Lewis  Cinema.  Mr  Sarbinoft.  through  his  Mid 
State  Cinema  Corp  of  Indianapolis.  Indiana,  is 
well  on  his  way  toward  developing  a  minimum  of 
21  Jerry  Lewis  Cinemas  in  his  territory  Mr 
Sarbinotf  was  so  delighted  with  the  rapid  results 
he  has  also  acquired  the  Area  Directorships  for 
Southern  Ohio  and  much  of  the  state  of  Kentucky 
This,  we  feel  says  a  lot  for  the  profit  making  po- 
tential of  the  Jerry  Lewis  Cinema  Program. 

JERRY  LEWIS  IS  A  PRINCIPAL  AND  ONE 
OF  THE  KEY  FIGURES  IN  THE  NETWORK 
CINEMA  CORPORA  TION 

Jerry  Lewis  formed  Network  Cinema  Corporation 
in  September,  1969.  to  develop  his  automated 
mini-theatre  chain  throughout  the  United  Stales 
and  Europe  Since  then  things  have  been  happen- 
ing with  lightning  speed  Jerry  Lewis  Cinemas  are 
now  opening  all  across  the  country  at  a  phenom- 
enal pace  a  strong  endorsement  of  the  Jerry 
Lewis  Cinema  Concept 

The  Jerry  Lewis  Cinema  program  is  not  only  ful- 
filling Its  original  plan  of  building  theatres  through- 
out America,  but  has  now  extended  its  sphere  to 
includeEurope  Italian  producer  Dino  de  Laurentiis 
has  already  contracted  for  Jerry  Lewis  Cinemas 
in  Italy  Jerry  Lewis  Cinemas  will  soon  be  intro- 
duced in  England,  France,  West  Germany  and  Aus- 
tralia Jerry  Lewis  Cinemas  will  soon  bring  enter- 
tainment back  to  the  family,  not  only  in  America, 
but  on  an  international  level. 


JOIK 

JERRY 

LEWIS 

in  the  most  successful 

money  making  segment 

of  the  entertainment  industry. 

^  JAMES  SARBINOFF  DID! 


WHA  T  IS  THE  JERRY  LEWIS  PROGRAM? 

In  the  past,  theaters  were  built  at  tremendous 
costs  and  required  high  operational  overhead 
which  made  it  impossible  to  operate  profitably  in 
smaller  communities  Now,  Jerry  Lewis  and  Net- 
work Cinema  Corporation  have  developed  the 
newest  concept  in  motion  picture  theater  design 

For  a  relatively  small  investment,  you  can  build 
or  install  injimate,  luxurious,  comfortable  theaters 
with  seating  capacities  between  100  and  350, 
utilizing  the  most  efficient,  technically  advanced 
equipment  superbly  engineered  lor  completely 
automatic,  push-button  operation  .  ,  ,  an  entire 
theater  can  be  operated  by  as  few  as  two  persons, 
low  operational  overhead,  readily  accessible  sites 
in  prime  locations,  away  from  congested  traffic 
with  sufficient  parking  facilities;  showing  the  best 
motion  pictures  produced  throughout  the  world; 
all  planned  lor  BIG  PROFITS  from  the  theater  oper- 
ation PLUS  EXTRA  PROFITS  from  concessions  of 
candy,  popcorn,  soft  drinks,  etc. 

IF  YOU  CAN  PRESS  A  BUTTON  AND  MEET 
OUR  INVESTMENT  REQUIREMENTS,  YOU 
CAN  OWN  ONE  OR  A  CHAIN  OF  JERRY 
LEWIS  CINEMAS  AND  MAKE  BIG  MONEY 

FOR  COMPLETE  INFORMATION 
CALL  COLLECT 


INVESTMENT  INFORM  A  TION. 

Minimum  cash  investment  lor  an  Area  Director  is 
$50,000.  which  includes  the  cash  we  reauire  lor 
your  own  Jerry  Lewis  Cinema  Your  Cinema  will 
be  used  as  your  Showcase  and  in  addition  will 
return  a  substantial  prolil  to  you.  The  above  in- 
vestment relundable  upon  perlormance 

For  ONE  Jerry  Lewis  Cinema -Cash  investment 
required  by  us  is  S 1 0,000  to  S 1 5,000,  depending 
upon  seating  capacity  of  theater  Additional  work- 
iiitj  capital  needed  Balance  may  be  financed. 

There  are  still  many  choice  areas  open  for  both 
Area  Directorships  and  Individual  Theaters.  Call 
or  mail  coupon  for  full  details  Wise  business  men 
look  ahead  ..and  the  future  holds  a  fortune 
for  the  Motion  Picture  Industry. 

lIlMij— ■■ 


NETWORK  CINEMA  CORPORATION 

I   505  Park  Avenue,  New  York,  New  York  1 0022 
'    Please  contact  me  tor  an  immediate 
I    appointment 
MY  PHONE  NUMBER  IS. 


frbi 


I   I  am  interested  m  (please  check  onel 

I  Aie,^  Oi(eclot One  Cmema 


<212) 


752  6622 


-Cily- 


OR  MAIL  COUPON 


I. 


.Zip 


NETWORK  CINEMA  CORPORATION 

NATIONAL  HEADQUARTERS  /  505  PARK  AVENUE  /  NEW  YORK  /  N.Y.  10022 

WEST  COAST  SALES  OFFICE  /  1900  AVE. OF  THE  STARS  /  L.A./  CAL.  90067 
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If  you  think  all  contemporary  office  furniture 

ooks  alike,  look  again  at  All-Steel.  You'll  find  All-Steel 

:fS;?a'wise  investment  that  goes  hand  in  hand  with  planning, 

designing,  versatility  and  quality.  All-Steel  Equipment  Inc., 

Aurora,  III.  60507.  Showrooms  in  New  York,  Chicago,  Los 

/^ll^les,  Aurora.  In  Canada,  B.  K.  Johl  Inc.,  Montreal, 

^»^oronto,  Vancouver.  One  of  the  C.  I.  T.  Companies. 


Trends 

d  Tangents 

(Continued  from  page  20) 

econoinists  found  that  workers  at 
a  chemical  plant  were  willing  to 
increase  production  by  80^  and 
reduce  their  work  force  b\  1,000 
over  a  five-year  period  in  exchange 
for  a  profit-sharing  plan  that  could 
mean  30Tc-40'?c  wage  increases. 


BUSINESS 


Talking  Up  Interest  Rates 

One  prominent  economist  dis- 
counts the  common  Wall  Street 
view  that  long-tenn  interest  rates 
have  bottomed  out  and  will  rise 
through  1972.  Albert  Cox  Jr.,  chief 
economist  of  Lionel  Edie  &  Co.  and 
senior  economic  adviser  at  Mer- 
rill Lvnch,  Pierce,  Fenner  &  Smith, 
prefers  the  countertheorv.  That  is, 
he  believes  that  such  expecta- 
tions are  self-tultilling  up  to  a 
point,  but  then  reverse  them.selves. 
In  this  instance,  the  general  agree- 
ment that  intere.st  rates  will  rise 
caus?s  a  jump  in  the  bond  cal- 
endar bv  institutions  anxious  to 
beat  the  increase.  This  rush  of 
new  flotations  itself  serves  to  drive 
bond  prices  down  and  raise  inter- 
est rates.  But  the  flaw,  says  Cox, 
is  that  to  sustain  higher  rates  over 
anv  period  of  time  will  recjuire 
more  solid  support,  such  as  high- 
er levels  of  employment  and  con- 
sumer demand.  Cox  expects  it  will 
take  (juite  a  while  to  build  such 
a  foimdation,  as  it  did  in  the  early 
Sixties. 

Lights,  Camera,  No  Action 

The  image  of  Hollywood  as  the 
movie  capital  of  the  world  is  more 
than  slightly  out  of  focus  in  the 
latest  count  of  worldwide  movie 
.productions.  The  U.S.  film  indus- 
trv  stands  a  poor  tomlh  in  the 
number  of  feature-length  films  pro- 
duced throughout  the  world.  Ja- 
pan leads  the  group,  having  made 
almost  500  films,  1(»  of  the  world 
total.  In  .second  place  is  (surprise!) 
India,  with  SOH  films,  followed  by 
Italy,  with  301  and  finally  the 
U.S.,  with  300. 

Lesser  of  Two  Evils 

At  a  time  when  being  against 
pollution  control  is  like  being 
against  motherhood  and  apple  pie, 
the  Tax  Foundation  of  New  York 
has  charged  that  price  increases 
(Continued  on  page  29) 


Milwaukee  Gets 
To  the  Heart  of  Thing& 


Let*s  Hear  It  For 
Myocardial  Revascularization ! 

It's  a  new  life  saving  technique  pioneered 
in  Milwaukee's  medical  facilities.  New  hope  to 
heart  disease  sufferers. 

Part  of  a  leg  vein  is  used.  The  surgeon 
attaches  one  end  of  the  vein  to  the  heart's 
major  artery  and  the  other  to  a  coronary  artery 
nourishing  the  vital  heart  muscle. 

Cardio-vascular  research  is  just  one  of  the 
many  things  Milwaukee  is  famous  for.  It's  be- 
coming the  nation's  modern  medical  mart. 
Sophisticated  hospital  equipment  manufac- 
tured here  is  shipped  all  over  the  globe. 

Wouldn't  it  make  sense  to  transplant  your 
business  in  Milwaukee?  There's  an  unlimited 
supply  of  skilled  labor.  .  .  .  Great  technical 
schools  for  specialized  training. 

Milwaukee's  heartbeat  is  the  sound  of 
progress.  Your  wife  will  love  Milwaukee. 

Write  for  a  fact-filled  brochure:  Milwau- 
kee's Economic  Opportunities  For  Business 
and  Industry.  Dept.  FBS-571. 

DIVISION  OF  ECONOMIC  DEVELOPMENT 

City  Hall— Milwaukee,  Wisconsin  53202 

Visit  Milwaukee:  SummerFun  Capital  U.S. A. 
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All  we  OTomise 
is  pure  rmieshment 


And  that's  a  lot 

We're  in  the  business  of  making  soft 
drinks.  We  think  we  make  the  best.  Now 
the  idea  of  a  refreshing  beverage  seems 
to  be  as  old  as  man  himself.  The  men 
who  built  Stonehenge  probably  stopped 
during  the  day  for  a  cup  of  something 
sweet,  something  non-alcoholic. Through 
the  years,  the  manufacture  of  this  kind 
of  drink  has  been  refined.  In  the  1880"s 
carbonation  was  added.  And  in  1886  we 
introduced  Coca-Cola  to  the  world  — 
and  the  rest  of  that  story  is  history.  As 
long  as  the  sun  stands  in  the  sky.  as  long 
as  man  gets  overheated  in  his  activities, 
as  long  as  he  wants  a  pause  that  refreshes 
from  the  day's  routine,  he's  going  to  want 
a  soft  drink.  And  we're  going  to  be  there 
to  supply  it  to  him. 
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AMF 

mixes  business 

with  pleasure. 
Profitably. 


Slicing  bread  and  cutting  grass. 
The  business  of  life,  the  pleasure  of  life 

Any  business  that  wants  to  make  it  today  has 
to  have  an  edge.  AMF  has  it.  A  double-edged 
sword  forged  out  of  a  unique  idea. 

Along  one  edge,  involvement  in  the  world  of 
industry— machinery  that  automates  business, 
speeds  production,  and  increases  efficiency. 
Like— the  equipment  developed  by  our  Bakery 
Machinery  Division  that  slices  and  wraps 
bread.  It's  probably  the  single,  most  important 
automated  process  in  the  baking  industry. 

Along  the  other  edge,  a  big  slice  of  the 
leisure  world— including  one  product  that 
creates  its  own  leisure  time— a  power  mower 


that  cuts  time  while  it's  cutting  grass.  Time 
that  can  be  used  for  our  other  leisure  products 
—golf  clubs,  tennis  racquets,  sailboats,  power 
boats,  motorcycles. 

Two  edges  that  come  to  a  point.  The  point.'* 
Industrial  products  that  save  time,  and  leisure 
products  that  take  advantage  of  time.  A  never- 
ending  cycle  of  work  and  play,  business  and 
pleasure.  Our  1970  performance  shows  that  our 
unique  idea  gives  us  the  sharpest  cutting  edge 
ever  honed. 

AMF  Incorporated,  261  Madison  Ave., 
New  York,  N.Y.  10016.      ^  ^— r.  _ 
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holl  be  the  first  to  carpet  a  roof? 
It's  possible,  with  Monsanto's  new  Acrilan  2000+. 
It  would  insulate  well.  It  can't  rot.  Ifs  waterproof. 
And  there's  no  fading  problem,  because  it's  colored  all  the  way 
through  each  filament. 

Thaf s  why  ifs  doing  so  well  in  hospitals  and  schools, 
where  carpets  get  terrible  treatment.  (We  tested  over  a  hundred 

hospital  stains  and  their  solvents;  Acrilan 
2000  +  came  through  with  glowing  colors). 

2000  +  is  not  just  a  name.  It's  a 
Weatherometer  rating. 

Compare  it  with  wool  where  a  40  rating 
is  standard,  an  80,  excellent.  Our  best  colors 
rate  up  to  6000,  so  we've  really  named  our 
fiber  modestly. 

We're  pleased,  of  course,  with  the  market 
we  see  for  Acrilan  2000+  acryUc  fiber. 

But  we're  just  as  pleased  because  this  is 
^  one  of  our  babies,  conceived  and  developed 
in  our  own  laboratories. 
What  will  we  dream  up  next? 
Something  in  animal  genetics?  Electronics?  Ecological 
Engineering?  Agriculture?  Sure.  Anything's 

possible  at  Monsanto:the  science  company. 


FOR  MORE  INfOHMATIONABOUI  MONSANIOS  TtXTIK    fHOUUCIS,  WKITl   BOX  327E04      MONSANTO  COMPANY.  800  N   LINDBERGH  BLVD  .  ST  LOUIS.  MO  6.U6 
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because  of  pollution  control  are  a 
"significant  factor  in  aggravating 
general  inflationary  pressures."  In 
a  recent  stuck  it  was  estimated  that 
from  $25  billion  to  $30  billion 
would  be  required  in  the  next  five 
\ears  from  go\ emment  and  private 
sources  in  order  to  control  air  and 
water  pollution.  The  Ta,\  Founda- 
ti(m  concluded  that  "ultimately 
e\ervone  will  have  to  bear  the 
brunt  of  the  cost." 

More  Oil  in  Sight 

What  did  the  much-publicized 
1968  petroleum  discoveries  at  the 
Prudhoe  Bay  basin  on  Alaska's 
North  Slope  realK  mean  to  the 
I'.S.  in  terms  of  new  oil  reserves? 
First  indications  from  industry 
sources  show  that  the  discovery 
has  at  least  added  nearly  9.8  bil- 
lion barrels  to  the  recoverable 
crude  oil  reserves  of  the  nation. 
While  reserves  in  the  lower  48 
states  decreased,  the  inclusion  of 
the  proved  reserves  in  Prudhoe 
Bav  has  boosted  the  nation's  total 
recoverable  reserves  from  just  over 
30  billion  to  some  39  billion  barrels. 

Grandma  Knew 

Old-time  remedies  like  elderberry 
wine  aren't  as  dated  as  they  may 
.seem.  Dr.  Salvatore  Lucia,  coor- 
dinator of  a  National  Study  of  the 
Medical  Importance  of  Wine  and 
professor  emeritus  of  medicine  at 
the  Universitv  of  California,  found 
wine  to  be  beneficial  in  treating 
heart  disease  (lowers  cholesterol 
and  relaxes  small  blood  vessels), 
iron  deficiency  anemia,  intestinal 
problems,  obesit)  and  lagging  ap- 
jjetites.  Query:  Should  med  schools 
add  wine-tasting  to  the  curriculum? 

Useful  Garbage 

Solid  waste  disposal  may  be  a 
pain  to  practicallv  every  munici- 
pality in  the  country,  but  a  New 
York-based  market  research  firm 
finds  it  useful  in  determining  con- 
sumer buying  habits.  Special  refuse 
bins  are  kept  in  a  selected  sample 
of  homes.  The  contents  of  the  bins, 
when  analyzed,  tell  what  consum- 
ers are  actually  buying— informa- 
tion of  value  to  manufacturers  in- 
terested in  such  merchandising 
factors  as  repeat  purchasing,  and 
brand  lovaltv.   ■ 
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Minnesota 
is  moving 

toa 
better  state! 


We  were  rated  second  best  in  a  recent  study  of  the  Quality 
of  Life  in  the  50  states  and  we  think  we  should  be  better. 
So  we're  on  the  move  to  improve.  We  want  the  best  for 
our  people— the  best  education,  the  best  living  conditions, 
the  best  opportunity,  the  best  of  everything.  They're  about 
the  most  productive  people  anywhere.  Which  means  the 
best  business  climate  for  industry,  too. 

If  you're  ready  to  move  your  business  to  a  better  state, 
come  join  us. 

Send  for  the  facts  that  will  help  you  decide. 


JirihESOTfl 
TAX 
GUiDE 


^^g^    A   MAM^^^^%^^^^%  Department  of  Economic  Development 
WW  M  ^LmI||^A^C|1TS|  Industrial  Development  Division  Suite:  F-5 
I  I  l^^l  II  I ^^^\^ %^t  57  WestSeventh  St.,  St.  Paul,  Minn.  55102 

Please  send  your  free  literature  on: 

□  Oua/(fyofL;fe—Wtiy  Minnesota  ranks       i — |  Towns  A//ve— What  Minnesota  towns 
second  among  the  50  states.  ' — '  are  doing  to  attract  Industry. 

□  Minnesota's  Instant  Manpower— Hovt       I     I /W;nr)esota  Tax  Gu/de— How  Minnesota 
Minnesota's  26  Vo-Tech  schools  pro-       ' — '  coll 


vide  trained  labor  for  your  needs. 


collects  and  allocates  the  tax  dollar. 
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Investigate  our 
liquid  assets 
oyer  lunch. 

You'll  find  the  Plymouth  martini  a  sound 

investment.  Just  OS  your  English  counterparts  have 

Since  1 793,  the  British  hove  realized  the  virtues 

of  Cootes&Co.'s  crisp,  extra-dry  94.4 proof  gin. 
Things  ore  no  different  today. 
We  still  distil  I  with  the  softest,  purest 

water.  Andprized  ingredients, 

ordered  from  different  sources      (   j-  * 

to  preserve  our  secret  recipe.  *  _     , 

Discover  the  gin  that 

was  said  to  be  a  favorite  of  the         ^  ^  ' 

British  Admiralty.  're- 

order a  Plymouth  martini. 

A  capital  idea. 

Plymouth  Gin  goes  public. 

94.4  Proof,  100%  Grain  Neutral  Spirits,  Schenley  I  mports  Co.,  N.Y..  N.Y.  ©1971 


A  convention 
should  be  more 
than  a 
chicken  dinner. 

Try  a 

history  lesson 
in  Mexico  City. 

Today,  more  than  ever  before,  it's 
important  that  conventions  make  their 
mark  on  corporate  earnings  That's 
why  Mexico  City  makes  such  good 
sense 

Luxurious  hotels,  incredible  food, 
days  and  nights  of  fun  and  frolic  And, 
a  history  lesson,  too  Most  of  all,  its  a 
place  where  delegates  can  maintain  a 
mood  of  receptivity  to  your  corporate 
message  from  dawn  to  dusk 

Write  for  our  convention  planning 
guide 

The  ultimate  convention. 

tvlexican  National  Tourist  Council. 
Department  of  Tourism.  Ivlexico 
House,  677  Fiftti  Avenue.  New  York, 
NY  10022 

Mexico  City  Convention  Bureau. 
Balderas  144,  tviexico  1,  D  F. 


READERS  SAY 


W/iaf's  /n  a  Number? 

SiH:  In  vour  editorial  "Dow  Jon< 
Over  the  1000  Mark"  (Apr.  15)  yc 
.stated  you  couldn't  see  anv  good  rea.sc 
why  the  Dow  Jones  should  pierce  lOQi 
-Actually  no  good  rea.son  is  needed  as  ii 
flation  is  gradually  promoting  the  Do 
Jones  and  other  market  indicators  n| 
ward.  You  pointed  out  that  on  Jan.  1 
1966  the  Dow  pierced  1000.  At  tli 
time  the  Consumer  Price  Index  stood 
111  (1957-59=100)  whereas  today  it  hil 
climl:)ed  to  139,  an  increa.se  of  25'/^.  1 
maintain  the  1966  purchasing  power,  tl 
Dow  Jones  woukl  have  to  penetra 
1250.  A  Dow  Jones  of  1000  today 
equivalent  in  purchasing  power  to  a  Do 
Jones  of  800  hack  in  January  of  1966. 

—Bex  LansdaI' 
Santa  Clara,  Cab; 

T/iey  love  Lilly 

Sm:  Your  hatchet  joli  on  Eli  Lili 
(FoRBE,s,  Apr.  15)  nauseated  me.  The 
is  no  basis  for  vour  position  that  hm 
nessmen  must  sulimit  themselxes 
cross-examination. 

— Chahles  B.  Coee.\i.> 
Chattanooga,  Ten' 

Su^:  Through  the  \ears  vou  have  txM 
noted  for  being  interesting,  depentlali 
and  provocative— mosth'  to  vour  cred 
.  .  .  But  to  condemn  h\  innuendo  a  con 
panv  whose  jieople,  performance  ai, 
standards  are  the  ver\'  top  rung  of  e\ci 
lence  in  the  American  corporate  afhii 
can't  help  but  severelv  strain  this  trac 
tional  reader's  sen.se  of  credibility. 

—A.  S.  Cahhoi 
Indianapolis,  In 

Sm;  There  is  something  wrong  \\  i 
a  companv  which  courts  pulilic  i.i\ 
for  its  products  and  for  its  securities  ai 
A  et  refu.ses  to  answer  straightforw  a 
recjuests  for  information.  Do  the  N< 
York  Stock  Exchange  and  the  Secniiti 
&  Exchange  Commission  approxe  of  i 
Lillv's  closed-door  policv'?  Keep  up  t  , 
good  work,  Fokbes,  bv  asking  unwi 
come  (|uestions  and  looking  into  da 
corners. 

— Edwaki)  Marsha: 
New  York,  N. 

A  Matter  for  Concern 

Sui:  I  am  concerned  with  the  lack 
understanding  of  the  problems  of  t 
public  accounting  profession  in  the  i 
tide  entitled,  "It's  Not  Materia 
(  FoHiiEs,  Aj)r.  15).  The  cjue.stion  of  n' 
terialitv  is  one  which  has  exercised  t 
accounting  j^rofession  for  many  yei 
and  it  is  a  (|uestion  of  the  auditor's  jiid 
ment.  The  truth,  of  course,  is  that  t 
accmacN'  of  the  independent  accoui 
ant's  report  is  alwa\s  svibjected  to  t 
less-than-objecti\  e  views  of  interi 
management.  Until  such  time  as  the  i 
coimtants'  independence  is  reinforcf 
(Contintied  on  /'«f;f'  35) 
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PPG:  the 
coatings 
maker. 


PPG  coil  coatings  technology  adds  lasting  value 
to  factory-finished  siding,  trim  and  accessories. 


PPG  is  concerned  with  offering 
unexcelled  value  in  our  factory- 
applied  finishes.  Continuing  research 
and  new  product  development  have 
made  us  a  leader  in  the  field.  For 
example,  there  is  our  high-perform- 
ance DURANART"  200  fluoropolymer 
coating,  a  PPG  exclusive.  This  finish 
combines  all  the  characteristics  of 
today's  fluorocarbon  coatings — 
20-year  beauty,  durability,  and  color 
integrity — at  surprisingly  low  cost.  Its 
unequaled  price-performance 
advantages  exemplify  the  kind  of 
product  quality  and  ultimate  cus- 


tomer benefits  realized  through 
advanced  PPG  research.  You'll  find 
our  coatings  used  for  industrial, 
commercial,  and  residential  buildings, 
mobile  and  modular  homes — truck 
trailers,  too. 

But  coil  coating  performance  and 
leadership  isn't  all  that  PPG  is  con- 
cerned about. 

We  sell  hundreds  of  high-per- 
formance paint  and  coating  products 
for  home  and  industry,  as  well  as 
float,  sheet  and  plate  glass,  fiber 
glass,  and  a  broad  line  of  industrial 
and  agricultural  chemicals. 


PPG  Industries,  Inc.,  0 
Center,  Pittsburgh,  Pa. 


ne  Gateway 
1  5222. 


PPG  :  a  Concern  for  the  Future 
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INDUSTRIES 
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Surprising  Cadillac. 
It  turns  out  to  be 

as  practical 
as  it  is  beautiful. 

u  know  it  well— this  one  side  of  Cadillac.  For  this  is 
!  Cadillac  you  see.  The  Cadillac  that  delights  you  with 

form  and  grace,  year  after  year.  The  Cadillac  of 
questioned  styling  leadership.  The  Cadillac  that  says 
gance,  prestige  and  luxury.  The  Cadillac  of  lasting 
auty. 
This  is  the  Cadillac  most  people  bring  to  mind  when 

mention  the  world's  finest  automobile. 

ut  there  is  another  side  of  Cadillac  that  may  not  be 
well  known— yet  it  is  every  bit  as  impressive.  For  this 
he  Cadillac  that  puts  the  emphasis  on  beautiful  engi- 

ring.  The  Cadillac  of  reliability  and  convenience, 
ving  peace  of  mind.  The  Cadillac  of  lasting  value. 


Take  something  as  basic  as  front  bumper  guards, 
ey  do  a  lot  more  than  look  good.  So  much  more  that 
dillac  makes  them  standard  on  all  models.  We  do 
cause,  with  their  rubber  impact-absorption  inserts, 
5y  help  prevent  damage  in  parking. 
And  what  could  be  more  practical  than  the  host  of 
fety  features  that  are  an  integral  part  of  every  new 
diUac?  From  side-guard  beams  to  the  energy  absorb- 
instrument  panel  and  steering  column.  From  dual- 
tion  safety  hood  latches  to  easy-to-use  seat  and 
oulder  belts. 

Or  consider  the  fact  that  Cadillac's  472-cubic-inch 
igine  not  only  operates  efficiently  on  regular  gas,  but 
30  on  no-lead  and  low-lead  gasolines  that  reduce 
;haust  pollutants. 


Or  look  at  the  practical  side  of  the  many  other  features 
available  to  you.  Like  Automatic  Cruise  Control  that 
enables  you  to  preselect  your  road  speed  with  the  touch 
of  a  finger.  Or  the  Tilt  and  Telescope  steering  wheel.  It 
adjusts  for  both  height  and  reach  for  driver  comfort  and 
convenience. 

Yet  many  of  Cadillac's  practical  advantages  are  sim- 
ply the  result  of  superior  Cadillac  craftsmanship.  Engine 
cylinder  walls,  for  instance,  are  among  the  most  pre- 
cisely honed  in  the  industry,  accounting  for  Cadillac's 
outstanding  oil  economy. 

And  then,  of  course,  there  is  Cadillac's  remarkable 
resale  record.  It  is  a  fact  that  a  Cadillac  traditionally 
returns  a  larger  proportion  of  investment  than  any  other 
car  built  in  the  land. 

One  of  the  most  appreciated  new  Cadillac  luxuries 
available  is  the  lamp  monitoring  system  that  tells  you 
whether  your  headlights,  rear  lights  and  turn  signals  are 
functioning  properly.  Coupled  with  the  lamp  monitoring 
system  is  a  warning  light  that  tells  you  when  your  wind- 
shield washer  fluid  is  low. 


So  if  you  add  it  all  up— what  you  get  out  of  your 
Cadillac  now  and  what  you  get  out  of  it 
when  you  trade  it— you  could  be  in  for  a 
very  pleasant  surprise.  A  Cadillac  is  not 
only  beautiful  but  beautifully  practical.  It 
could  well  be  your  best  car  buy.  caoiuacMoior  car  Division 


own  opposite  is  the  1971  Sedan  deVille. 
lichever  Cadillac  model  you  drive,  be  sure 
use  your  shoulder/ seat  belts. 


The  leader. . .  any  way  you  look  at  it. 


When  North  American  Rockwell 
gets  into  print, 

North  American  RockweJI 
gets  into  print. 


Our  Goss  and  Miehle  presses 
create  an  information  explosion 
every  day,  printing  three  out  of  four 
newspapers  across  the  country,  plus  a 
host  of  colorful  national  magazines. 

We  also  build  the  widest  range 
of  printing  equipment  anywhere, 
including  Dexter  machinery  for 


binderies.  So  it's  no  surprise  we  can 
say  that  most  of  what  you  read  comes 
from  our  machines. 

In  all  the  parts  of  our  company, 
including  machinery  building,  we 
seek  ways  to  blend  the  technology  of 
one  with  another.  We  look  for 
connections.  Our  microelectronics 


people  might  have  some  ideas  for 
printing  presses  or  textile  machines 
or  even  our  truck  brakes.  And  they  do. 
If  you'd  like  more  information 
on  North  American  Rockwell  and  our 
printing  machinery,  write  Box  707, 
El  Segundo,  Calif.  90245.  Ask  for 
"Printing'.' 


North  American  Rockwell 


("readers  say 

( Continued  from  page  30 ) 

possiblv  bN'  cro\emment  legislation,  there 
will  al\va\s  be  the  possibility  of  state-- 
ments  made  primarily  for  managements' 
protection. 

—JOHN  Marder 

John  Marder  &  Co. 

Los  Angeles.  Calif. 

Sir:  .  .  .  Your  criticism  has  been  a  pos- 
itive factor  in  the  improxements  which 
are  lieing  made  [in  acconnting  niles]. 
However.  \ou  impl\'  that  some  CPAs 
would  overlook  various  immaterial  e\- 
traordinaPk'  items  which,  in  the  aggre- 
gate, increase  earnings  by  64'"'.  It  is  an 
unfair  example  and  it  weakens  an  other- 
wise good  article. 

—Frederick  D.  Heim.w 
Lons  Beach,  N.Y'. 


Red  Horizon 

Sir:  As  an  honorary  member  of  the 
board  of  trustees  of  the  Laniaist  Buddhist 
Monaster)'  of  America,  I  protest  the  in- 
sensitive use  of  the  pictme  of  the  Dalai 
Lama's  fonner  palace  in  Lhasa.  .Accord- 
ing to  the  caption  it  is  a  Shangri-la,  "as 
remote  from  the  real  world"  as  the  men- 
talitv  of  CP.\s,  While  I  am  sure  no  harm 
was  meant,  it  does  seem  an  unfortunate 
anal()g\'.  His  Holiness'  palace,  once  a 
sacred  religious  center,  is  now  the  head- 
quarters of  Communist  generals  and 
Party  functionaries  who  practice  racial 
and  cultural  genocide  against  the  Tibet- 
an nation. 

—Marion  L.  Matics 
Brooklyn,  N.Y. 

Our  apologies.  We  iccre  thinkiurt  of 
the  remote,  fictional  tcorld  of  Lost  Hori- 
zon, not  the  harsh,  real  world  wherein 
Red  China  has  seized  Tibet— En. 

five  Good  Reasons 

Sir:  Regarding  \our  article  on  base- 
ball in  the  Apr.  1  issue:  There  are  onlv 
five  things  wrong  with  the  sport  which 
should  be  brought  to  the  attention  of  the 
owners.  Thev  arc: 
1)  It's  dull 
.  2 )    It's  boring 

3 )  It's  monotonous 

4 )  It's  sleep-inducing 

5)  It  uses  up  perfectly  good  television 
time  that  might  be  used  for  .something 
interesting. 

Listen  to  the  dinosaurs!  Thev  tell  us 
"adapt  or  die! "  Goodbve,  baseball. 

—  loH\  R.  Thom.\s  Jr. 
Comstock  Park,  Mich. 

Sir:  I  think  I've  cooled  off  enough  to 
send  you  a  moderateK  dispassionate 
note.  When  I  was  in  high  dudgeon  [I 
felt]  the  piece  was  filled  with  distortions, 
half-truths,  pointed  omissions,  imsupport- 
ed  charges  and  downright  inaccuracies. 
Now,  in  retrospect,  I'd  like  to  make  just 
one  point:  In  1970  Major  League  at- 
(Continued  on  page  219) 


He^s  intelligent,  well-educated,  and 

takes  a  midwestem  pride  in  his  work, 

He^s  an  lowan. 


He's  the  kind  of  person  who  doesn't  have  to  be  told  what  to  do  ...  or 
watched  while  he's  doing  it.  He's  good  with  his  hands  .  .  .  many  like  him 
have  an  agricultural  background  and  are  used  to  working  with  machinery. 

And  for  the  past  twenty-five  years  he  and  thousands  like  him  have  moved 

into  industrial  work.  They  have  made  Iowa  plants  among  the  most  efficient 

in  the  nation  ...  so  efficient  that  127  of  America's 

top  500  companies  now  operate  516  plants  in  Iowa. 

For   information   on   iowa's  quality  work  force — 

workers  who  work— write  or  phone  515-281-3251.  a  place  tO  grOW 

Jerry  Cesser,  Marshalltown,  Iowa 


Mowe 


Iowa  Development  Commission 
250  Jewett  BIdg.,  Dept.  FB-5 
Des  Moines,  Iowa  50309 

Please  send  me  information  on  industrial  opportunities  in  Iowa. 
NAME     


FIRM     

ADDRESS    

CITY STATE 


ZIP 


._] 
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The 

Iielpfid 

bank. 

To  get  a  start  in  Canada  you  need 
the  help  of  our  bank  on  taxes,  labor, 
government  guidelines,  economic 
facts,  and  other  pertinent  information. 

WKte  today  (on  

your  letteiiiead)  ^^^  I  ^1^  d^ 

for  your  free  copy      ^^m^  ^  ^^mmmt 
of  ""Businessman's     K  O^rl  I 
Canada7..and  *  ■'^Aj  ***• 

see  ho'kv  helpful 
it  can  be.  Canadas 

International 


ASSETS  EXCEED 

ELEVEN  BtLLJON  DOLLARS 

THE  ROYAL  BANK  OF  CANADA 

New  York  Agency,  63  Wllliain  St.  10005  (344-1100) 

Also  in  Chicago,  Dallas,  Los  Angeles. 

Head  Office,  Place  Ville  Marie,  Montreal. 

Toronto.  20  King  St.  West. 

Over  1300  offices  in  Ganadu  and  around  the  world. 


Bank 


The  word  is  diversity. 


I  You'll  recognize  it  in  our  1970  Annual  Report. 
The  diversity  of  products  created  by  four  groups 
of  companies.  The  diversity  of  growth  markets  in 
which  these  companies  are  becoming  increasingly 

.  involved.  Developments  today  that  portend  even 

I  more  involvement  in  those  markets  tomorrow. 

.  The  word  is  diversity  and  the  word  is  out ...  in 
our  1970  Annual  Report.  Write  for  it  to: 


Allegheny  Ludlum  Industries,  Inc.,  2024  Oliver 
Building,  Pittsburgh,  Pennsylvania  15222 

ja  11  J,  ■■liM  ri  ■■■  ■  ^^'"''^''  companies:  Allegheny  Ludlum  Steel, 

M^%M^^S^9mW^^mmW  Arnold  Engineering,  Ajax  Forging  &  Casting, 

L---||----.  Carmet,  F.  W.  Bell,  Goddard  &  Coddard, 

VQIUl I ■  IPM,  Jacobsen  Manufacturing,  Special  Metals, 

Bmi^  jJm  If^wjtf^f  True  Temper  and  Wallingford  Steel. 

■1  •'■^'^1 1  IWi  Affiliated  companies:  Allegheny-Longdoz 
and  Titanium  Metals. 


Did  you  read  thisl^xaco  advertisement 

inTlie  NewYoricTimes 

orTlie  Wasiiington  Post? 


Pr°sl%'f,  -^-S  ^j;--  ^e.aco  R^,  "  ^^^  c,.e,tir  "°n- 


^^JfA 


"'°'^-«'o4^S^ 


Co 


your 


trust 


'^Stau..^ 


It  s  one  of  a  continuing  series  of  advertisements  initiated  by  Texaco,  appearing 
opposite  rhe  f  ciuorial  page  of  The  New  York  Times  and  in  the  Outlook  Section  of 
The  Washinoton  •  ■ost,  bringing  their  important  readers  a  fuller  understanding 
of  our  efforts  'o  help  improve  the  environment. 


^epubtion 

Another  reason  Romodo's  growing  your  woy. 


Reputation.  A  motor  hotel  makes  it  or  breaks 
it  on  the  strength  of  its  public  image  and  service. 
Ramada  makes  it.  And  you  can  make  it  with  a 
Ramada  Inn  franchise. 

The  way  Americans  feel  about  Ramada  is 
reflected  in  our  occupancy  rate.  It's  comfortably 
above  the  national  average.  Our  reputation  is  why. 
Complete  facilities.  Ramada  Inn-Stant  Reservations 
System  (800-238-5800):  Sure-Rate  program  for 
businessmen.  Pay-Today  system  for  travel  agents, 
and  extensive  credit  card  affiliations  are  making  us 


first  in  the  minds  of  more  and  more  travelers. 

Ramada  has  built  a  reputation  .  .  .  and  plenty 
of  inns.  There  are  currently  over  360  Ramada  Inns 
open  or  under  construction. 

Consistent  dynamic  growth  and  outstanding 
consumer  benefits  make  Ramada  one  of  the  most 
respected  franchise  investments  available. 

Make  yourself  a  reputation.  Write  now  for 
complete  information  and  material  on  the  Ramada 
Inn  franchise  success  story.  Franchise  Division, 
P.O.  Box  1632,  Dept.F205, Phoenix, ArizonaSSOOl. 


'?; 


R^US^A 


J 


Tennessee  only  (800)  542-5110 


L 


J 


Some  companies  diversify  into 

otiier  lines  of  business.  We  diversify 

into  other  lines  of  paper. 


You'll  find  us  getting  deeper 
and  deeper  into  the  business  pa- 
pers business. 

We  make  those  special  papers 
that  need  special  qualities  built  into 
them.  Forms  papers,  computer 
printout  and  copier  papers,  for 
example. 

You'll  find  us  in  the  ground- 
wood  printing  paper  business.  We 
make  the  lightweight  grades  used 
for  paperback  books,  mail  urder 
catalogs,  telephone  directories,  al- 
manacs, magazines,  periodicals 
and  children's  workbooks. 


You'll  find  us  servingthe  pack- 
aging business.  We  make  liner- 
board  and  corrugating  medium  for 
independent  boxmakers. 

We've  made  a  conscientious 
effort  to  diversify  into  other  lines 
of  paper. 

And  now  we're  one  of  the  lead- 
ing producers  of  high-grade  busi- 
ness communication,  printing  and 
publishing  papers.  The  country's 
leading  independent  producer  of 
newsprint  and  containerboard.  And 
the  country's  leading  producer  of 
lightweight  groundwood  printing 
papers. 

Our  diversification  efforts  are 
paying  off. 


Find  out  more  about  this 
growth  company  in  a  growth  indus- 
try. Write  to  me  personally:  Peter  S. 
Paine,  Chairman  of  the  Board, 
Great  Northern  Nekoosa,  75  Pros- 
pect St.,  Stamford,  Conn.  06901.  ^ 

GREAT 

NORTHERN 

NEKGDSA 

CORPORATDN 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


".  .  .  never  in  history  have  men  fought  for  less  selfish  motives— not  for 
conquest,  not  for  glory,  only  for  the  right  of  a  people  far  away  to  choose 
the  kind  of  governrneut  they  want"  (italics  Forbes). 

—President  Nixon  in  his  April  Report  to  the  Nation  on  Vietnam. 


NEXT? 


Albania 

Algeria 

Argentina 

Bolivia 

Brazil 

Bulgaria 

Burma  * 

Burundi 

Central  African  Republic 

China 

Cuba 

Czechoslovakia 

Dahomey 

East  Cermany 

East    Pakistan 

Gabon 

Greece 

Guinea 

Haiti 

Hungary 

Indonesia 

Iraq 

Lesotho 

Libya 

Mali 


Mongolia 

Nigeria 

North  Korea 

Oman 

Panama 

Peru 

Poland 

Portvigal 

Rhodesia 

Romania 

Saudi  Arabia 

Somalia 

South    Africa 

Southern   Yemen 

Southwest  Africa 

Spain 

Sudan 

Syria 

Tibet 

Togo 

Uganda 

USSR 

Upper  Volta 

Yemen 

Yugoslavia 
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so  WHAT'S  THE  SURPRISE? 


The  Federal  Power  Commission  may  not  be  the  dumbest 
regulatory  body  in  Washington,  but  its  actions  and  lack  of 
action  on  natural  gas  prices  certainly  make  it  seem  that 
way. 

Long  before  natural  gas  shortages  zoomed,  they  loomed. 

Now  there  s  supposed  to  be  nearly  no  end  of  the  stuff 
somewhere  in  the  ground.  But,  as  with  oil,  it  takes  money 
for  drilling  to  find  it. 

Even  before  the  Ecology  prairie  fire  swept  the  nation, 
relatively  unpolluting  gas  was  in  increasing  demand  for 
many  compelling  reasons,  such  as  cleanliness,  convenience, 
etc.  The  power  companies  and  the  gas  companies  saw 
the  shortage  coming— yet  the  Commission  kept  dragging 
its  feet  on  rates  that  would  make  all-out  new  source 
searches  profitable. 

Now  the  economy  and  the  ecology  and  the  customers  as 


well  as  the  companies  must  suffer  the  foreseen  shortages- 
and  the  FPG  still  hasn't  moved  effectively. 

There  are  those  who  suspect  the  producers  have  dra^ge 
their  feet  to  force  higher  prices,  but  I  doubt  if  thev  are  th^ 
collusively  and  criminally  stupid.  Anyway,  the  Feders 
Power  Commission  is"  checking  out  that  unlikelihood. 

But  it's  elementary,  dear  FPC,  that  when  companie 
have  customers  piled  up  and  coming  out  of  their  ears,  the 
do  their  damndest  to  meet  demand  because  profit  com( 
from  selling  at  a  reasonable  profit  what  they've  got  to  sel 

The  fight  against  higher  polluting  by  other  energ 
sources  and  the  soaring  need  for  more  energy  have  con 
bined  to  create  a  severe  squeeze.  It  would  be  far  less  sevei 
if  the  Commission  had  displayed  a  modicum  of  foresigh 

Now  it's  even  showing  difficulty  in  displaying  hindsigl 

It's  way  past  time  the  FPC  got  off  its  duff. 


NIGHTMARE  THOUGHT  FOR  BUSINESSMEN 

The  most  likely  victor  in  the  next  Presidential  election 
will  be  the  one  who  has  Ralph  Nader  as  a  running  mate- 
according  to  one  experienced,  cold-blooded  political  analyst. 

THE  BEST  I'VE  EVER  SEEN 

The  illustrations  in  J.  Walter  Thompson  Co.'s  1970  an-  in  the   course   of  25  years   at   Fohbes.   Any  one   of  yc 

nual  report  are  the  most  telling-compelling,  illustratively  with  some  concern,  interest  or  responsibility  for  your  owl 

informative  of  the  uncounted  thousands  that  I  have  seen  company's  report  should  get  a  copy. 

THE  GALLEY  GASE 

For  those  who  feel  strongly  about  the  Callev  case,  read 
The  Forgotten  Soldier  by  Guy  Sajer  (Harper  &  Row,  49 
East  3.3rd  Street,  N.Y.C.,  $8.95). 

BASIG  VIRTUES  STILL  ARE 


This  is  a  time  in  big  and  ever-bigger  companies  when 
formalized  impersonal  Personnel  Departments  do  the  hiring. 
These  days,  assorted  fitness  and  aptitude  testing  is  used  to 
determine  subtleties  of  character  and  ability.  The  other  dav 
the  head  of  a  sizable  company  showed  me  something  very 
different-a  job  application  from  a  young  man  out  of  one 
of  the  Mountain  states. 

The  letter  set  forth  what  kind  of  work  the  young  man  had 
in  mind,  and  it  was  accompanied  by  character  recommen- 
dations from  his  present  boss,  from  his  doctor  and  from  his 
local  banker.  Herewith  some  extracts:  "John  has  good, 
steady  work  habits.  He  handles  his  mone>-  well  and  we 
have  never  had  any  calls  on  bad  bills.  He  is  very  active  in 
his  church,"  wrote  his  employer.  Observed  his  doctor: 
"John  is  a  good  family  man  and  has  been  a  good  provider 
to  his  children  and  is  sincerely  devoted  to  his  wife." 

From  the  banker:  "John  takes  care  of  his  obligations  in  a 
prompt  manner.  He  is  a  sincere  type  individual  and  pretty 


much  will  do  what  he  states.  From  what  I  have  seen,  ai 
with  working  with  him  on  loans,  I  can  rely  on  whate\er 
tells  me." 

Isn't  it  refreshing  in  this  era  of  Way  Out  young  ai 
sepulchry  corpoiate  Procedures  to  read  of  such  an  a 
proach  to  a  prospective  employer?  Old-fashioned,  I  gu( 
you'd  call  it;  not  based  on  who  you  know  or  how  nnr 
you  know,  but  putting  forward  what  you  are. 

How  many  of  us  could  get  such  recommendations  frc 
our  present  boss?  From  our  doctor?  From  our  banke 
Would  it  even  occur  to  us  that  character  references  we 
any  longer  rele\ant  in  a  job  application?  This  job  applic 
tion,  though,  reminds  us  that  possessing  some  basic  \  irtu 
still  has  great  appeal. 

ONGE  IN  A  WHILE 

There's   wisdom   in   recognizing   that   the   Boss   is. 
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—Malcolm  S.  Forbi 

Editor-in-Chi 


I  THE   FABLES  AND  FOIBLES  OF   NUMBER  ONE 

In  1923  nobody  knew  anything  about  renting  cars. 

Including  John  Hertz. 


©  Hertz  Sysum,  Inc.  1971 
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NO  one  knows  exactly  how  John 
Hertz  stumbled  into  the  rent 
a  car  business. 

Some  say  he  had  a  vision.  Others 
say  he  may  have  been  mad.  And,  in' 
deed,  he  did  seem  obsessed  with  the 
automobile. 

First  it  was  taxicabs  and  buses.  He 
owned  fleets  of  them. 

But  they  didn't  make  him  happy. 


"What  if  people  want  to  drive 
themselves?"  he  said  one  day.  "What 
good  are  my  cabs  and  buses  then?" 

The  next  day,  they  say,  Hertz; 
DrivUr-Self  began. 

Of  course,  in  those  days  renting 
Cars  wasn't  easy.  It  was  like  a  wilder' 
ness  that  needed  taming. 

John  Hertz  knew  he'd  make  mis' 
takes.  And  in  the  years  to  come,  they 


say  he  made  some  whoppers. 

But  from  each  mistake  he  learned. 

Today  Hertz  is  the  number  1  rent 
a  car  company  in  the  world.  Because, 
unlike  other  rent  a  car  companies, 
our  big  mistakes  are  behind  us. 

They  belong  to  an  era  when  there 
was  no  Avis,  no  National. 

Just  a  man  with  a  dream. 

And  a  few  Fords  to  rent. 


■■ 


m 


YOU   DON'TJUST  RENT  A   CAR     YOU  RENT  A   COMPANY 
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BankersTrust  ii 
Corporate  financial 

bend,  fold,  oi 


What's  People? 

PEOPLE  could  mean'Tlanned 
Economic  Operation  Plus  Lend- 
ing Expertise."  Or,  "Persons 
Enlightening  Other  Persons  Lag- 
ging Economies."  But  really,  it 
means  just  what  it  says  — people. 
The  group  of  people  in  B.T.  Con- 
sultants. 

A  new  concept  service  group, 
composed  of  some  of  Bankers 
Trust's  most  highly  trained,  sym- 
pathetic, talented  people,  to  help 
you  with  your  financial  problems. 

Not  the  normal,  day-to-day 
problems. 

That's  why  you  have  your  ac- 
countant, your  lawyer,  and,  yes, 
your  man  at  the  bank. 

If  you  have  these  financial 
problems,  you  need  us. 

PEOPLE  helps  with  the  spe- 
cial problems.  Should  you  buy 
another  company?  How  much 
should  you  pay?  What  form  of 
financing  r.  best  for  your  particu- 
lar 5niancial  picture?  What  if 
sales  are  dov/n  and  somebody 
wants  to  buy  yow  out?  Do  your 
c  all  the  fu- 
;•  Doe??  your 


management 
■  iging  busi- 


foreca 
ture  po^ 
firm  have  ^ 
plan  to  coy- 
ness condition  c 
Today,  s ' 
the  I 

The  questions  h3"er,'t  changed. 

But  today  the      :         ■  many 

new  solutions,  s*.  \  aried 


crs  are 


We  won't  dump  your  problems  into  a 
computer  and  toss  you  the  print-out 
and  a  bill. 


approaches  to  the  old  proble* 
it's  no  wonder  businessmen 
confused. 

In  the  last  five  years,  finan^ 
knowledge  has  increased  ast 
nomically. 

And  the  answer  that  \ 
"right"  five  years  ago  is  still 
right  answer  loday  — but  so 
ten  other  answers,  depending 
the  specific   situation   and 
company  involved. 

In  short,  it's  harder  than  e 
to  make  money. 

The  competition  and  wh^ 
we  feel  we're  better. 

There  are  other  organizati 
around  that  specialize  in  solv 
complicated  financial  proble 

We  don't  think  their  "meth 
works. 

We  don't  think  it's  helpfu^ 
jot  down  a  lot  of  data  on  a  fo 
feed  it  into  a  computer,  pus 
button,  give  the  print-out  to  n 
client  and  send  him  a  bill. 

We've  done  some  research 
customers  who've  been  "help 
in  this  manner.  We've  found  l 
don't  know  what  to  do  with  * 
foot-high  pile  of  print-outs, 
cept  turn  it  into  a  write-off. 

We  don't  work  like  that. 

We  sit  down  with  you  anc 
talk.  Perhaps  what  you  thoi  H 
was  a  financing  problem  is  r( 
a  forecasting  snafu.  Maybe  i 
simply  have  a  problem  so  I 
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Member  Federal  Deposit  Insurance  Corporation 
(§)  Bankers  Trust  Company 


•Oduces  PEOPLE. 

Dtisultants  who  woift 
lutilate  you. 


in  your  organization  but 
know  what  it  is,  or  where 

isolate  it  for  you.  Then  we 
to  solve  it. 

e  more  than  a  computer. 

ompuier  is  only  a  too 

till  need  people  who  know 

thev-'re  doing. 

B.T.  Consultants,  we  have 

uters.  And  we  have  corn- 
experts.  We   also   have 

ing  experts,  merger  ana- 
operations   research   spe- 

s — a  full  staff  of  professional 
>.em-sol vers.  When  you  hire 
'  u  get  all  these  experts. 

)  needs  so  many  experts? 

I  you  have  a  planning  prob- 
1  ou  could  simply  add  a  plan- 
1  man  to  your  staff.  But  what 
:ens  if  next  week  you  need 
I  advice  on  an  acquisition 
n  equity  financing?  Ho 
experts  can  you  afford  t 

^ten,  there's  more  than  one 

!n  for  a  complex  problem. 

might  need  the  services  of 

specialists  all  working  to- 

:  to  find  a  compatible  solu- 
r  Even  if  you  could  afford  to 
<all  these  experts,  it's  diffi- 

0  hire  the  best  ones. 
V .'  have. 
"id  we've  been  working  to- 

■r  for  two  years.  So  you  get 
■  ivantage  of  an  experienced, 
Uioning  team. 


You  buy  us  by  the  job  or  by  the 
hour.  And  when  you  need  us 
again,  we  already  know  your  cor- 
porate history,  your  personality. 
So  we  don't  waste  time  getting 
to  know  you. 

We  just  get  to  work. 

We  also  tell  you  what  to  do 
with  our  answers. 

You  don't  wind  up  looking  at 
a  piece  of  paper  and  scratching 
your  head.  We  explain  what  the 
answers  mean. 

You  still  have  to  make  the  deci- 
sions—after all,  it's  your  com- 
pany—but now  you  can  make  a 
sound  decision,  based  on  a  realis- 
tic understanding  of  the  problem. 
And  if  we  find  your  firm  needs 
drastic  help,  we  stay  with  you 
and  help  you  make  the  transition 
to  new  systems  or  policies. 
We've  been  in  business  for  two 
ears  now.  We've  dealt  with  over 
oo  companies   with   problems 
.  -        up  and  down  the  financial  spec- 
•^l|'^*trum. 

fi^  *•      Everything  we've  learned  from 
■    helping  them  will  help  us  when 
we  help  you. 

If  you  want  to  know  more  about 
us  write  to  Allan  D.  R.  Stern, 
Vice  President,  BT  Consultants, 
Bankers  Trust  Company,  280  Park 
Avenue,  New  York,  N.  Y.  looiy. 

li>if  11  find  PEOPLE 
at  BankersTrustl 


At  PEOPLE,  we  treat  you  like  peo- 
ple. Our  professional  team  finds  out 
your  problem.  And  explains  the  solu- 
tion. 


Drama  at  sea: 
we're  out  to  put  a  stop  to  it 


Merchant  ships  today  are 
faster  and  bigger.  And  there  are 
twice  as  many  of  them  as  just 
ten  years  ago. 

So  it's  no  wonder  more  of 
them  collide. 

At  Sperry  Rand  we're  work- 
ing to  change  all  that  with  a 
wide  range  of  new  collision 
avoidance  systems. 

The  simplest  is  an  in- 
expensive attachment  for  a 
standard  ship's  radar. 
With  it,  the  watch  officer 
can  create  a  visible  marker 
or  "time  fence"  around      / 
any  radar  echo  which 
appears  on  his  screen.  The 
marker  represents  the  time 
he  needs  to  maneuver 
out  of  danger.  Only 
when  an  echo  penetrates 
this  fence  does  the  vessel  it 
represents  pose  a  threat. 

Once  set,  the 
system  auto- 
matically up- 
dates its  inf  or-  ^ 
mation,  so  a     "l 
change  in  the 
course  of  an 
approaching 
vessel  is 
imjTiediately 
known. 

Our  more 
advanced 
Sperry  Rand 
systems  are 
computer- 
aided  and  supply  their  data 
in  a  form  wh'^n  sin  ;  •lifies 
making  a  decision.  Officers 
can  know  at  a  glance  the 
threat  posed  by  every  vessel 
and  shoal  in  their  ship's 
vicinity.  And  they're  shovv'ii 


:^^ 


ypic 
assessment  radar  display. 

A.  Most  threatening  fa 
Echo  in  center  o(  fence, 
cotes  constant  bearing. 

B.  Second  most  threale 
target.  Since  echo  is  to  sicie 
of  fence, bearing  ischonging 
Most  likely  to  pass  to  port. 

C.  Eehind  fence,  bearing 
cc^onging.  Not  immediclely 
dangerous. 


all  the  safe  courses  that  will  avoid  a  cruncl 

Because  we  make  ffiem  in  such  a  broac' 

range,  we  have  a  system  that  will  fit,  or  can  b' 

tailored  to,  almost  any  class  or  kind  of  shij 

They  can  even  extend  themselves  h 

help  a  ship  function  better  and  more  profi 

ably  by  working  at  such  chores  as  navigatioi 

engine  room  automation,  shipboard  accountin; 

inventory  or  cargo  handling. 

We've  been  solving  transportation  pro! 

lems  at  sea  for  more  than  60  years.  That  add! 

up  to  a  lot  of  seaworthy  experience.  Our  sei 

going  customers  have  learned  to  rely  on  i 

What's  wrong  with  this  picture? 

Actually,  there's  nothing  wrong  unless  yo' 

think  it  strange  to  see  a  farmer  wearing  a  bere 

But  then  again,  the  field  ffie  farmer  is  harvestin 

isn't  in  Iowa 

or  Texas,  but 

in  France.  Nor 

is  it  strange 

to  find  a  New 

'-<:*«i    Holland  harvester 

at  work.  Not 

in  France  or 

Sweden  or  The 

Netherlands  or 

many  other  countries 

around  the  world. 

We  manufacture 

farm  equipment  in 

five  countries  and  sell  it  in  seventy-fiv 
It's  one  reason  why  we  consider  ourselves  mult , 
national.  Another  is  that  today,  35%  of  ou 
revenue  and  40%  of  our  profits  come  fror  [ 
f  overseas.  Because,  as  a  corporation,  we  look  t 
ffie  whole  free  world  for  markets,  productio;  i 
finance  and  talent.  It's  proven  right  for  us 


Sperry  Rand  is  a  multinational  corporation.  W 
manufacture  and  market  information  managemer 
systems;  industrial,  agricultural  and  mechanic; 
equipment;  guidance  and  control  systems  and  co 
sumer  products  throughout  the  free  world.  Thoug 
you  may  know  us  by  our  trademarks.  New  Hi 
land,  Remington,  Remington  Rand,  Sperry,  Univc 
Vickers;  think  of  us  as  Sperry  Rand.  We  do. 

Corporate  offices:  1290  Avenue  of  the  Americas,  New  York,  N.Y.  10019 


SPERRY  RAND 

Wait  till  you  see  what  we  do  tomorrow. 


THE   BUC 
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That's  always  been  true  about  the  boss's  job.  But,  oh,  how 
the  pace  has  quickened  and  the  chances  of  failure  mounted. 


On  our  cover  we  take  a  whimsical 
view  of  the  role  of  the  chief  executive 
ofiBcer:  He's  the  guy  who  sweats  to  get 
those  earnings  per  share  as  high  as  pos- 
sible. But  oti  the  following  pages,  we 
take  a  more  sophisticated  view. 

Forbes  asked  several  dozen  of  the 
leading  corporate  bosses:  "How  do  you 
view  your  job?"  The  question  was  sim- 
ple, but  the  answers  were  not.  Each 
man  saw  his  job  in  his  own  way.  There 
were  as  many  answers  as  there  were 
chief  executives. 

J.  Irwin  Miller  of  Cummins  Engine 
saw  himself  as  a  kind  of  corporate  cast- 
ing director. 

James  Roche  of  General  Motors  de- 
scribed how  he  wrestles  with  adapting 
Alfred  Sloan's  venerable  system  to  a 
very  different  world. 

Coca-Cola's  J.  Paul  Austin  was  so 
preoccupied  with  change  that  he  never 
once  mentioned  his  famous  product  by 
name. 

Thornton  Wilson  of  Boeing  told  how, 
in  wielding  an  ax,  he  is  concerned  with 
saving  the  shape  of  his  corporate  tree. 

The  role  of  the  chief  executive  offi- 
cer? There  isn't  any  simple  definition. 
Running  a  family  beer  business, 
Anheuser-Busch,  is  very  different  from 
running  a  telephone  monopoly,  AT&T. 

Are  these  bosses  we  quote  on  the 
following  pages  talking  about  the 

FORBES,  MAY  15,  1971 


same  job?  In  one  sense,  no.  But  in  an- 
other sense,  yes.  There  is  one  common 
note:  All  of  these  men  are  worried 
about  the  ways  social  changes  ar(> 
affecting  their  companies.  All  of  them 
are  trying  to  c-ope  with  what  can  be 
best  described  as  the  socializing  of 
business. 

No,  we  didn't  say  "socialism."  We 
said  ".sociahzmg."  In  bending  to  the 
deinancfs  of  consumerism,  of  racial 
equality,  of  ecology— of  the  "greening 
of  America"— these  men  are  concerned 
that  they  do  not  lose  the  essential  vital- 
ity of  American  free  enterprise.  Which 
is  why,  while  worrying  about  society, 
they  continue  to  be  concerned  with 
profitability.  They  are  trying  to  come 
up  with  answers  that  are  different  from 
those  of  the  old-line  capitalists  and  at 
the  same  time  different  from  the  rigid 
doctrines  of  socialism. 

Today's  bosses  are,  as  AT&T's 
Haakon  Romnes  told  Forbes,  "think- 
ing unaccustomed  thoughts."  Or  as 
GM's  Jim  Roche  put  it:  "We  must  sail 
in  uncharted  seas." 

Didn't  busines.smen  always  have  to 
worry  about  what  was  happening  in 
jsociety?  Of  course,  but  with  a  differ- 
ence. The  changes  came  slower,  and 
management  had  time  to  adapt.  The 
Pennsylvania  and  New  York  Central 
railroads  remained  solvent  through  a 


century  of  wars,  recessions  and  the  de- 
cline of  railroading.  Yet  they  collapsed 
during  a  period  of  relative  prosperity. 
Why?  Because  the  pace  of  the  Seven- 
ties was  too  much  for  them. 

The  executive  seat  is  no  easy  chair 
in  modern  America.  The  job— as  the 
figures  featured  in  another  part  of  this 
issue  indicate— does  not  always  make 
the  chief  executive  officer  truly  rich. 
He  can  be  tossed  out  fast  if  anything 
goes  wrong.  A  few  years  ago,  Stuart 
Saunders  and  James  Ling  and  George 
Keck  graced  the  covers  of  national 
magazines.  Where  are  thetj  today? 

Why,  then,  do  able  men  take  the 
boss's  hot  seat  when  their  talents  could 
earn  them  comfortable  livings  in  less 
exposed  positions?  Essentially,  because 
they  enjoy  being  on  the  firing  line.  "I 
never  met  a  successful  businessman 
who  doesn't  like  what  he's  doing,"  said 
August  Busch. 

Forbes  asked  John  Jamieson  of 
Jersey  Standard  what  was  the  most  im- 
portant part  of  his  job.  His  reply:  help- 
ing to  get  a  fair  deal  for  Jersey  in  the 
negotiations  with  the  oil-producing  na- 
tions. Think  on  that  for  a  moment. 
Jamieson  involves  himself  daily  in  some 
of  the  deepest  and  most  complex  issues 
facing  the  world  today. 

Did  we  hear  somebody  say  that  busi- 
ness is  irrelevant?  ■ 
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Roche  of  General  Motors 


Thus  Far  and  No  Further 


There  are  many  problems  that  cross 
the  desk  of  James  M.  Roche,  64-year- 
old  chairman  of  General  Motors,  but 
there  is  one  uppermost  in  his  mind 
these  days,  and  you  can  express  it 
quickly  in  a  few  figures: 

In  1964,  the  year  before  Roche  took 
over  as  president,  GM  netted  about 
26%  on  stockholders'  equity  and  a  bit 
over  10%  on  sales;  in  1969,  the  last 
normal  year  (in  1970  GM  was  strike- 
bound), the  returns  were  only  about 
18%  on  equity  and  7%  on  sales.  In  short, 
GM's  basic  profitability  has  shrunk  by 
a  third  since  Roche  took  over. 

"We  have  had,"  Roche  says  in  his 
quiet  but  firm  way,  "the  uncomfortable 
experience  of  raising  our  dollar  sales 
40%  and  winding  up  with  a  smaller 
profit  than  we  had  before." 

Roche  maintains  that  this  decline  in 
profitability  is  the  result  of  a  deliberate 
set  of  decisions  at  GM.  He  says  that 
GM  consciously  decided  that  it  would 
absorb  part  of  the  increase  in  costs 
brought  about  by  inflation;  it  wouldn't 
pass  them  all  on  to  the  consumer,  to 
the  economy  (see  chart).  "This,"  Roche 
says,  "has  been  our  contribution  toward 
trying  to  contain  inflation." 

No  more,  he  says.  "I  think  we've 
passed  the  limit.  We've  reached  the 
point  where  additional  costs  have  to  be 
reflected  in  our  selling  price,  and  to 
that  extent  we're  going  to  have  to  put 
up  with  inflation  from  here  on  out.  I 
hope  it's  going  to  be  moderated,  but  if 
it  isn't,  then  we  have  no  choice  but  to 
pass  costs  along  in  our  price." 

Not  in  a  threatening  way,  but  with 
unmistakable  conviction,  Roche  is  de- 
livering a  kind  of  ultimatum  to  labor, 
to  government,  to  the  public:  Slow  the 
rate  of  inflation  or  expect  automobile 
prices  to  go  up,  way  up. 

In  all  this,  Roche  is  not  as  hard- 
shelled  as  he  sounds.  Because  of  Gen- 
eral Motors'  size  and  visibility  as  a 
symbol— not  merely  of  the  corporation, 
but  of  American  capitalism  itself— 
Roche  has  been  a  handy  target  for 
those  who  would  reform  our  society  as 
well  as  for  those  who  would  destroy  it. 
Roche's  task  is  a  tough  one:  to  prove 
that  GM  can  change  as  society's  goals 
change.  In  this,  GM's  very  size,  its  very 
efficiency,  are  handicaps  rather  than 
assets.  Says  Roche,  "My  job,  for  the 
remainder  of  my  term  as  chief  execu- 
tive officer,  is  to  continue  what  I  have 
been  trying  to  do  in  the  past— and  that 
is  to  provide  ways  and  means  to  deal 
not  only  with  old  problems,  but  with 
new  ones  confronting  us,  particularly 
in  the  social  areas. 

"In  many  respects,  not  only  General 


Motors,  but  all  corporations  today  must 
sail  in  uncharted  seas  with  regard  to 
the  problems  of  the  ecology,  of  safety, 
of  so-called  consumerism,  problems  of 
our  society  and  the  values  in  our  soci- 
ety. Inasmuch  as  we  don't  have  much 
precedent  for  these,  we  have  to  feel  our 
way  along  and  decide  what  course 
we're  going  to  pursue." 

By  putting  a  black  man.  Dr.  Leon  H. 
Sullivan,  on  GM's  board,  Roche  has 
moved  where  other  giants  such  as 
General  Electric  (GE  worked  closely 
with  Dr.  Sullivan  in  the  past)  have  held 
back.  The  argument  for  not  doing  it  is 
that  such  a  move  is  mere  tokenism; 
what  difference  does  one  black  make? 

"We  think  it's  going  to  make  a  great 
difference  and  a  great  contribution  to 
our  understanding  and  our  ability  to 
cooperate  in  some  of  the  affairs  that 
have  to  do  with  our  minority  relation- 
ships," Roche  says.  It  already  has  made 
a  difference:  Dr.  Sullivan  publicly  dis- 
sented last  month  over  GM's  decision 
to  continue  doing  business  in  South 
Africa.  Such  public  dissent  is  rare  in 
big  business,  and  it  certainly  didn't 
harm  GM's  reputation. 

Says  Roche:  "We  recognize  the  mi- 
nority problem.  We're  probably  the 
largest  employer  of  minorities  in  the 
United  States.  Our  problem  in  the  mi- 
norities is  to  identify  them  and  recruit 
minority  people  who  have  aptitudes  for 
greater  responsibilities  within  our  cor- 
poration." For  example,  Roche  hopes 
to  significantly  expand  the  number  of 
black  GM  dealers. 

No  one  would  doubt  that  Roche  and 
his  successors  face  a  dilemma:  They 
must  strive  to  improve  profitability, 
earnings  per  share,  and  yet  at  the  same 
time  play  a  leadership  role  in  dealing 
with  social  problems.  Can  they  do 
both?  Only  if  their  basic  strategy  is 
sound.  Is  it?  In  striving  to  adjust  to 
changing  times,  GM  is  standing  pat 
with  the  kind  of  basic  marketing  strat- 
egy that  Alfred  Sloan  developed  more 
than  half  a  century  ago.  Says  Roche: 

"The  automobile  is  woven  into  the 
American  way  of  life."  He  believes  the 
small  car  will  find  its  place  ultimately 
as  the  second  car,  but  most  consumers 
will  also  continue  to  desire  at  least  one 
expensive  status  s>mbol  made  by  De- 
troit. "People  like  the  power  features, 
air-conditioning,  roominess  and  per- 
formance," he  concludes.  He  does  not 
believe  the  automobile  will  become  a 
mere  commodity  for  consumers  seeking 
as  cheap  transportation  as  possible. 

General  Motors'  700,000  employees 
and  1.4  million  shareholders  can  only 
hope  that  he  is  correct.  ■ 
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chairman  Roche 

"What's   Good  For   General 

Motors "  In  a  simpler  world 

this  was  certainly  true:  If  the 
U.S.  prospered,  so  did  GM,  and 
a  created  jobs  and  values.  But 
in  a  society  that  increasingly 
questions  the  past's  basic  atti- 
tudes and  assumptions,  more 
jobs  and  more  cars  are  also 
viewed  as  causing  more  pollu- 
tion, road  deaths  and  conges- 
tion. Can  GM  adapt  to  this  di- 
vided view  of  society  and  still 
remain  a  paragon  of  American 
capitalism?  Jim  Roche  is  trying 
to  prove  it  can.  Yet  part  of  the 
price  has  been  shrinking  profit- 
ability. Roche's  own  image  is 
threatened  by  these  changes. 
Viewed  from  inside  the  com- 
pany, he's  a  great  man.  A  poor 
boy  with  no  college  education, 
he  started  as  a  lowly  statistician. 
His  success  turned  him  into  a  liv- 
ing legend  within  GM  as  "The 
Quiet  Man  of  Cadillac"  and 
"The  Great  Consensus  Maker." 
It  is  a  real  Horatio  Alger  story, 
but  these  days  the  Alger  charac- 
ter is  a  villain  rather  than  a  hero 
to  a  rising  generation  that  treas- 
ures Ralph  Nader  above  mere 
captains  of  industry. 
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Busch  of  Anheuser-Busch 


A  Pregnant  Elephant 

When"  August  A.  (Gussie)  Busch  Jr. 
was  about  20,  his  father,  August  A. 
Busch  Sr.,  had  a  talk  with  his  tvvo  sons. 
"Daddy  called  me  and  my  older 
brother,  Adolphus,  to  his  office  win- 
dow. Prohibition  had  gone  into  effect 
and  the  beer  business  was  finished. 
Daddy  said,  'You  boys  have  enough  so 
you  can  live  well.  What  happens  to  the 
brewer>'  won't  affect  you.  But  what 
about  Otto's  son  and  Gustave's  and 
Herman's?  They  work  here  and  they 
depend  on  us  for  their  living.  What  will 
happen  to  them,  my  sons?  Will  \ou  try 
to  sa\  e  things?  For  them?'  " 

That's  the  way  Gussie  Busch.  now 
72  and  chairman  of  Anheuser-Busch 
Inc.,  tells  the  story  and  that's  undoubt- 
edly the  way  it  happened.  A  bit  corn>', 
but  life  often  is  corny.  Deeper  than 
that,  the  story  has  a  point:  It  explains 
why  Gussie  Busch,  a  millionaire  and 
sportsman,  has  been  willing  to  devote 
most  of  his  time  and  his  energy  to  the 
beer  business.  He  wasn't  working  for 
money.  Or  glory.  He  was  working  be- 
cause he  owed  it  to  the  family. 

"What  could  we  tell  Daddy?  We 
said,  'Of  course,  we'll  do  oin-  best.'  We 
went  into  yeast  and  corn  syrup  imtil 
Prohibition  ended.  Then  Daddy  .sent 
the  first  case  of  our  post-Prohibition 
beer  to  the  White  House  for  President 
Roose\elt.  The  second  went  to  New 
York  for  [Governor]  Al  Smith." 

Gussie  Busch  represents  the  good 
side  of  family  management.  He  repre- 
sents as  well  a  flamboyant,  personal 
style  of  management  that  is  probably 
vanishing  because  close  family  control 
of  big  businesses  is  vanishing  . 

The  measme  of  his  success:  1970 
profits  were  $62.5  million,  up  293% 
from  1960,  net  sales  $792.8  million,  up 
154?  over  1960.  Even  the  1953  pur- 
chase of  the  St.  Louis  Gardinals— re- 
garded as  a  rich  man's  fancy  at  the 
time— has  paid  off;  the  franchise  is 
worth  about  four  times  the  $3.7  mil- 
lion he  paid  for  it,  not  counting  millions 
worth  of  free  Budweiser  publicity. 

Family  control  has  worked  well  at 
Anheuser-Busch  because  Gussie's  basic 
business  instincts  have  been  good,  and 
he  has  had  the  courage  and  free- 
dom to  back  them.  Take  the  animal 
sanctuaries  he  has  built.  "I  wanted  the 
public  to  see  the  careful  way  we  handle 
our  brewing,"  says  Gussie,  always  anx- 
ious to  erase  the  public  opinion,  a  hang- 
over from  Prohibition,  that  beer  was 
brewed  in  an  atmosphere  of  rats  and 
filth.  "But  it's  hard  to  get  people  to  go 
through  a  plant."  So  beside  his  brew- 
ery in  Los  Angeles,  he  has  a  sanctuaiy 
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for  western  animals;  in  Houston,  one 
for  Asian  species;  and  in  Tampa,  the 
largest  tourist  attraction  in  Florida. 

"Besides  advertising  our  breweries, 
the  animal  gardens  are  going  to  pro- 
duce substantial  profits,"  Busch  pre- 
dicts. "We're  also  preserving  animals 
that  will  be  extinct  elsewhere  soon. 
W'e've  even  got  a  pregnant  elephant!" 

It  simply  couldn't  have  happened  in 
a  nonfamily-controlled  firm.  In  Florida 
Busch  has  spent  $38  million  to  recreate 
the  African  veldt  with  vmcaged  ele- 
phants, cheetahs,  rhinos,  hippopotami, 
apes,  zebras  and  giraffes.  All  these  can 
be  viewed  through  the  dining  room 
window  of  an  enormous  Swiss  chalet. 

A  Swiss  chalet?  In  the  African  veldt? 
Why  not  a  thatched  hut?  Busch  wanted 
a  chalet  to  honor  his  third  and  current 
wife,  the  Swiss-born  Trudy,  the  mother 
of  the  last  seven  of  his  1 1  children.  He 
met  her  when  she  was  a  waitress  at  her 
father's  chalet  in  Switzerland.  Frivo- 
lous? Excessively  per.sonal?  Perhaps, 
but  it  has  been  good  for  the  company. 

How  did  you  sell  a  concept  like  this 
to  your  directors?  "I  went  ahead  with- 
out the  permission  of  my  board,"  Bu.sch 
booms,  with  a  friendly  growl  that 
sounds  like  it  was  coming  out  of  an 
empty  Budwei.ser  barrel.  "I  think  any 
ordinary  board  would  have  thought 
I'd  gone  haywire." 

To  be  blunt,  (hissie  did  not  always 
heed  the  call  to  family  duty.  After  di- 
vorcing his  second  wife,  he  began  to 
live  a  kind  of  St.  Louis  version  of 
La  Dolce  Vita.  The  business  began  to 
deteriorate  because  he  would  neither 
nm  it  nor  delegate  the  authority.  In 
1954,  beer  sales  dropped  800,000  bar- 
rels and  by  1955  Schlitz  moved  into 
first  place.  Somewhere  around  this  time 
Gussie  remembered  his  father's  words. 

Back  in  the  office,  in  1955,  Gussie 
replaced  the  less  competent  family 
members  with  experienced  outsiders. 
He  learned  the  name  of  each  of  the  600 
beer  wholesalers,  pumped  hands, 
slapped  backs  and  built  up  his  organi- 
zation. When  he  wanted  to  borrow 
money  to  build  new  breweries,  his 
cautious  board  objected.  Gussie  pulled 
rank  on  them,  spent  heavily  to  build 
his  first  from-the-ground-up,  sparkling 
big  breweries  outside  St.  Louis.  The 
new  plants  turned  out  to  be  economical, 
and  made  Anheuser  a  truly  national 
brewer.  Within  four  years  of  his  taking 
full  control,  the  company  was  back  in 
•first  place  and  has  stayed  there  ever 
since. 

As  the  Cardinals'  owner,  Gussie  is 
still  every  inch  the  businessman.  He 


49 


can  be  sentimental:  His  little  children 
and  grandchildren  crawl  on  his  knee 
and  kiss  him  and  he  calls  them  his 
"sweetie  honeybees."  But  when  two  star 
ball  players  held  out  last  year,  Busch 
shouted  to  the  team  that  he  hadn't  per- 
mitted anyone  to  take  advantage  of 
him  in  the  beer  business,  and  he  sure 
wasn't  going  to  let  any  son  of  a  bitch 
do  it  to  him  in  baseball. 

Sentimentally,  Gussie  still  uses  his 
grandfather's  desk  back  in  St.  Louis. 
Unsentimentally,  he  recently  cracked 
down  on  a  computer  expert,  now  in  a 
consulting  position  on  ecology,  and 
slashed  his  $1 -million  staff.  "When  you 
try  to  run  my  company  on  a  computer 
basis,  I  have  to  tell  you  no.  Beer  is  a 
people  business  and  local  conditions 
differ  dramatically." 

Will  his  eldest  son,  33-year-old  Vice 
President  and  General  Manager  Au- 
gust Busch  III,  succeed  him?  "Not  nec- 
essarily," he  replies.  "I  hope  he  can 
make  it.  I  made  it  very  clear  that  noth- 
ing would  please  me  more  if  he  took 
over  when  I  died.  But  he  has  to  meas- 
ure up  and  prove  he  can  do  the  job. 
We  owe  a  tremendous  responsibility 
to  our  customers,  wholesalers  and  em- 
ployees. He  understands  that.  He's  a 
grand,  bright  lad  and  he  works  very, 
very  hard."  Gussie  leaves  no  doubt  that 
his  son  will  get  some  breaks.  But  not  at 
the  expense  of  the  business. 

When  Gussie  Busch  dies,  it  will  take 
a  big  man  to  fill  his  shoes,  as  it  will 
when  Thomas  Watson  Jr.  goes  at  IBM 
or  Henry  Ford  II  at  Ford  Motor.  Gus- 
sie may  well  be  the  last  of  the  outgoing, 
gruff  family  rulers  who  take  giant  risks, 
win  big  and  live  big.  In  a  less  flamboy- 
ant way,  however,  August  Busch  III 
will  try  hard  to  fill  those  shoes.  After 
all,  he's  a  Busch  and  knows  what's 
expected  of  him.  ■ 

Gussie  Busch  and  friends 


DeYoung  of  Goodyear 


'The  Footsteps 
of  the  Boss' 
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"I  tell  our  top  men:  Cut  your  weight  or  I'll  cut  your  paycheck." 


What's  the  chief  function  of  the  chief 
executive  officer? 

Nothing  sophisticated.  Just  setting  an 
example  of  hard  work  and  commitment 
for  everybody  in  the  company. 

That's   the   way   Russell   DeYoung, 
Goodyear  Tire  &  Rubber's  62-year-old  j 
boss,  sees  his  job. 

Sound  old-fashioned?  Russ  DeYoung 
is  old-fashioned  in  many  ways.  But  ef- 
fectively so.  He  has  consistently  main- 
tained Goodyear's  55-year-old  lead  as 
the  world's  largest  tiremaker.  Last  year 
strikes  and  work  stoppages  at  his  plants 
and  at  GM  cut  Goodyear's  profits  18% 


Miller  of  Cummins  Engine 


Was  It  Better  in  the  Old  Days? 


CoMPUTF.R-B.\SED  dccisiou-makiug. 
Mathematical  models.  Instant  com- 
munications. There's  a  self-congratu- 
latory air  about  much  of  it.  As  though 
— natiually,  of  course— businesses  are 
much  better  run  today  than  they  used 
to  be  because  of  these  tools. 

Are  they,  though?  J.  Irwin  Miller 
isn't  so  sure.  He  thinks  business  deci- 
sion-making may  be  deteriorating. 
Miller  is  one  of  the  most  articulate  of 
the  modem  managers.  A  graduate  of 
Yale  and  Oxford,  he  plays  a  Stradi- 
varius,  is  a  liberal  on  political  and  so- 
cial issues  and  a  church  leader  (the 
only  human  ever  elected  president  of 
the  National  Gouncil  of  Churches).  In 
business,  he  built  his  family  compan>-, 
Cummins  Engine,  from  a  small  fiiTn  into 
the  %v  Grid's  leading  independent  maker 
of  diesel  engines. 

Miller  explains  what  is  bothering 
him:  "I  think  we've  just  gone  through 
a  decade  of  rather  surprisingly  had 
decisions  by  businessmen  worldwide. 
Some  of  them  so  bad  that  nobody 
would  ha\  e  guessed  it." 

The  reason,  according  to  Miller, 
chairman  of  Cummins,  is  that  the  tools 
ha\e  bea)me  more  efficient  than  the 
people.  The  airplane  and  the  long- 
distance telephone,  for  instance,  allow 
us  to  work  much  faster  than  ever  be- 
fore imagined  possible.  Faster  but  not 
necessarlK-  better.  Miller  feels  todav's 
chief  exccuti\e  ma\'  ha\e  lost  .some  of 
his  abilit\  to  reflect.  His  decisions  are 
sufi^ering  for  it. 

Miller  elaborates:  "In  the  past,  things 
moved  suflficiently  slowly  that  a  prob- 
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lem  could  arise,  identify  itself  as  a 
problem  and  you  had  time  to  solve  it. 
This  is  no  longer  true.  Now  you  have  to 
foiesee  the  problems  and  attack  them 
before  they  become  unmanageable, 
before  they  reach  a  point  where  you 
can't  reverse  them."  A  lesson  ob- 
viously that  was  lost  on  the  manage- 
ments of  Penn  Central,  Knipp  and 
Rolls-Royce. 

"Suppose  you  had  made  a  bet  ten 
years  ago,  that  within  ten  years  the 
Krnpp  empire  in  Germany  and  Rolls- 
Royce  in  England  and  the  Pennsylva- 
nia Railroad  would  all  go  broke.  What 
kind  of  odds  would  you  have  gotten? 
I'm  not  sure  that  all  these  are  totally 
unconnected  with  the  fact  that  we 
haven't  come  to  terms  with  our  pace 
of  doing  business  today." 

Miller  recalls  that  his  father  and 
grandfather,  who  ran  Cummins  before 
him,  conducted  business  largely  by 
letter.  They  traveled  by  train,  16  hours 
from  Columbus,  Ind.  to  New  York. 
"This  allowed  them  to  operate  at  one 
rate  of  speed.  There's  a  temptation  to- 
day to  try  and  pack  more  into  a  day 
than  you  probably  have  the  capacity 
to  do  well." 

Another  problem,  he  thinks,  is  that 
too  man\  of  us  are  mired  dow  n  in  Pull- 
man-car thinking  and  s>  stems  in  a  Boe- 
ing 747  era.  "A  lot  of  our  thinking  and 
our  systems  get  in  the  wa\'  rather  than 
help,"  Miller  says.  "They  create  prob- 
lems rather  than  help  soke  them." 

How  so,  Forbes  asked?  Miller  cited 
New  York  City's  problems  as  a  con- 
sequence  of  such   inflexible   tliinking 


and  inflexible  systems.  "Here's  a  com- 
munity plagued  with  seemingly  insolv- 
able  problems  in  education,  transpor- 
tation, taxing  and  health  care.  But  the 
real  community,  the  real  New  York, 
isn't  just  within  the  city  boundaries;  it 
spreads  over  three  states.  It's  these  old- 
fashioned  state  boundaries  that  are 
preventing  the  solution  of  these  prob- 
lems." 

Conversely,  Miller  approves  of  the 
new  multinational  companies.  He  ap- 
proves them  precisely  because  they 
transcend  traditional  boundaries— yes- 
terday's systems.  "These  companies 
look  at  the  whole  globe,  and  they  per- 
form a  manufacturing  function  where 
it's  most  appropriate.  London.  Phoe- 
nix. It's  all  the  same  to  them." 

Partly  because  he  sees  the  harm 
done  by  outmoded  forms.  Miller 
doesn't  have  a  great  deal  of  patience 
with  talk  of  organizational  and  man- 
agement structine.  "The  real  vigor  in 
the  life  of  a  corporation  is  what  goes 
on  between  the  people  who  compose 
it.  The  blueprints  are  always  a  little 
after  the  fact.  The  system  has  probably 
changed  by  the  time  you  write  it." 

Miller  suspects  that  there  are  a  good 
many  other  businessmen  who  think 
they  are  coping  with  change  but  really 
aren't.  They  txnild  go  the  way  of  Krupp 
and  Penn  Central.  He  harks  constantK 
back  to  what  his  ouii  customers,  tlie 
truckers,  did  to  the  railroad  industry. 
"What  we  did  to  other  industries,"  he 
says,  "others  can  do  to  us. 

"Running  a  business  is  like  running 
a  race  that  has  no  finish  line. 

"Don't  cxjme  to  final  conclusions. 
Lea\e  your  thought  processes  open." 

Don't,  in  short,  assume  that  U.S. 
business  has  the  best  of  all  possible 
w  orlds,  that  we've  got  it  all  licked.  ■ 
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(to  S129  million)  and  sales  six-tenths 
of  1?  (to  $3.2  billion K  Before  that, 
however,  both  earnings  and  sales  had 
risen  nearly  60?  since  De Young  took 
over  in  1964. 

When  Russ  De  Young  is  in  Akron,  he 
makes  almost  daily  inspections  of  dif- 
ferent parts  of  Goodyear's  five  miles  of 
plant  in  the  area.  Outside  of  .Akron, 
he  spends  much  of  his  time  visiting  the 
other  5o  domestic  plants.  Or  he  may 
drop  in  on  Goodyear  stores,  dealers 
and  distribution  centers. 

In  DeYoung's  opinion,  "There  is 
nothing  more  important  than  the  foot- 
steps of  the  boss.  Think  about  your 
days  in  school.  There  was  nothing  more 
important  than  staying  on  the  job  if  the 
teacher  was  around.  When  the  teacher 
was  out  of  the  room,  all  hell  was  liable 
to  break  loose." 

-As  he  sees  it,  "If  the  guy  at  the  top 
doesn't  work,  nobody  else  is  going  to 


work.  There  isn't  any%vhere,  any  place 
at  any  time,  that  I  won't  go  if  we're 
ha%ing  problems.  My  social  life  and 
my  home  life  don't  mean  anything  to 
me.  They  can't." 

W'hat  is  more,  what  De  Young  ex- 
pects of  himself  he  also  expects  of  the 
top  men  under  him.  "If  you've  got  a 
guy  that  you  feel  isn't  doing  this  kind 
of  thing,  you  don't  want  him  around. 
Let's  face  it.  In  a  business  like  ours 
you've  got  to  be  able  to  go  whenever 
the  occasion  demands." 

Looking  around  him,  DeYoung  is 
disturbed  that  his  hard-work-and-no- 
nonsense  ethic  seems  to  be  losing  out. 
"Hell,  we've  got  a  six-hour  workday 
for  people  in  our  Akron  rubber  shops 
now— four  six-hour  shifts.  Even  then 
they  don't  produce.  You're  lucky  to 
get  four  hours  out  of  six  out  of  them. 
Walk  aroimd  an  hour  before  quitting, 
and  youll  find  more  people  smoking 


than  working.  I  was  in  Japan.  I  saw 
how  those  people  worked.  We  can't 
fence  these  people  out  with  tariffs. 
America  has  to  get  back  to  work." 

DeYoung  is  an  ex-production  man 
who  came  up  the  hard  way.  His  style 
reflects  this.  The  son  of  a  carpenter, 
DeYoung  worked  his  way  through  a 
five-year  industrial  engineering  course 
at  the  University  of  Akron  as  a  rubber- 
factory  hand.  One  of  his  jobs  was  at 
Goodyear,  which  he  joined  on  a  part- 
time  basis  in  1928,  full  time  (as  a  tire 
inspector)  in  1932. 

"I  guess  I  made  the  biggest  decision 
of  my  life  about  a  year  after  that,"  says 
DeYoung.  "I  was  going  to  leave  and 
take  a  job  working  for  a  construction 
company  so  that  I  could  work  outdoors. 
But  my  supervisor  talked  me  out  of  it." 

DeYoung  made  sacrifices  to  get 
where  he  is.  The  man  who  won't  do 
likewise  rates  low  in  his  book.  ■ 


The  Discipline  Of  Leadership.  "The 

chief  executive,"  muses  J.  Irwin  Mil- 
ler, "has  to  impose  on  himself  —  be- 
cause nobody  else  is  going  to  impose 
it  —  a  very  rigid  discipline  as  to  what 
he's  not  going  to  do.  You  have  to 
make  very  rigid  personal  decisions 
as  to  what  pari  of  your  job  you  are 
going  to  neglect."  Miller  deliberate- 
ly neglects  the  operating  decisions, 
but  makes  the  principal  people  de- 
cisions. "You  are  really  dependent 
to  an  increasing  degree  on  what 
other  people  do.  You  have  no  real 
part  in  their  actions  and  decisions. 
Thus,  selecting  good  people  is  the 
most  important  component  of  the 
chief  executive's  job." 

Beyond  this,  says  Miller,  "You 
have  a  contribution  to  make  in  cre- 
ating an  environment  in  which  they 
can  work  with  genuine  effectiveness, 
both  in  relation  to  you  and  in  rela- 
tion to  each  other." 

But  Miller  adds:  "You  can  dele- 
•  gate  decisions.  You  cannot  delegate 
responsibility.  If  things  go  wrong,  it's 
your  responsibility." 

This  belief  in  individuals  and  in 
individual  responsibility  has  roots  in 
Miller's  deep  religious  feelings  — 
which  manifest  themselves  more  con- 
cretely in  the  Church  of  Christ  in 
Miller's  native  Columbus,  Ind.  (right), 
which  he  commissioned  the  late  Eero 
Saarinen  to  design.  Through  the 
Cummins  Engine  Foundation,  Miller 
has  also  paid  for  the  design  of  many 
of  Columbus'  libraries,  schools,  the 
post  office,  even  fire  stations,  all 
done  by  some  of  the  biggest  names 
in     ihe     world     of     architecture. 
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Persons  of  Emerson  Electric 


The  Boss  as  Brain-Picker 


Isolation,  inbreeding,  insularity.  The 
aerospace  industry  is  in  trouble  partly 
because  its  leaders  were  unaware— 
or  contemptuous— of  what  was  going 
on  outside.  Boeing  decided  that  the 
country  needed  the  supersonic  trans- 
port without  bothering  to  find  out 
whether  the  country  wanted  it.  Lock- 
heed remained  committed  to  big  air- 
planes and  defense  contracting,  while 
the  nation  was  turning  toward  peace. 
Both  are  sick  companies.  Over  these 
same  years,  St.  Louis'  Emerson  Elec- 
tric Co.  was  going  from  50%  in  defense 
work  to  less  than  6%— and  to  the  top 
rank  in  profitability  in  the  electronic 
industry  (Forbes,  Jan  i).  Emerson, 
aware  of  what  was  going  on  in  the  out- 
side world,  adapted  to  the  changes. 

"Successful  corporations  run  the  risk 
of  creeping  rigidity.  They  begin  listen- 
ing only  to  their  internal  experts.  That's 
why  I've  always  made  it  my  job  to 
pound  into  our  people  to  get  as  many 
outside  points  of  view  about  our  busi- 
ness as  they  can."  So  says  Wallace  R. 
(Buck)  Persons,  61,  who  took  over 
Emerson  Electric  17  years  ago  and 
turned  it  into  a  highly  successful  $660- 
million-a-year  broadly  diversified 
maker  of  electrical-electronics  equip- 
ment (Forbes,  Nov.  1,  1970). 

How  does  Persons  keep  Emerson 
alert  to  the  outside  world?  One  way  is 
through  a  liberal  use  of  outside  con- 
sultants. He  doesn't  lean  on  them 
blindly,  though.  He  picks  their  brains. 

"You're  not  using  consultants  to  do 
all  your  thinking  for  you.  You  take  the 
report  and  reflect  on  it,  and  see  if  he 
hasn't  come  up  with  something  you 
may  have  missed.  That's  the  point  of 
it  all.  An  outside  guy  can  sometimes  see 
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things  that  you  just  don't." 

But  not  just  one  consulting  firm. 
"They  can  get  rigid,  too.  And  too  much 
is  happening  in  the  business  environ- 
ment too  fast  to  use  'pet'  advisers. 

"Arthur  D.  Little  helped  us  in  the 
beginning  in  the  Fifties  and  still  does. 
But  Murray  Shields  of  MacKay-Shields  ■ 
also  worked  on  our  blueprint  for  the 
Sixties.  We're  doing  a  lot  of  soul- 
searching  now  with  Bernard  Schriever, 
the  ex-Air  Force  general,  and  Dr. 
Russell  Ackoff  from  the  Wharton  School 
to  plan  for  the  next  ten  years." 

Persons  says  he  does  a  lot  of  brain- 
picking  for  Emerson  by  serving  on 
other  companies'  boards.  One  of  his 
six  outside  directorships  is  at  Emer- 
son's St.  Louis  neighbor,  Anheuser- 
Busch  Corp.,  the  nation's  largest 
brewer.  "You'd  be  amazed  at  the  way 
we  can  apply  Gussie  Busch's  consumer 
merchandising  savvy  [see  p.  49]  to  our 
own  technical  marketing." 

Not  surprisingly,  more  than  half  of 
Emerson's  board  consists  of  outsiders 
and  "major  investors  in  our  corpora- 
tion." Persons  considers  his  outside  di- 
rectors just  as  much  sources  of  insight 
as  he  does  Arthur  D.  Little.  But  you 
can't  brain-pick  your  own  directors  if 
you  keep  them  in  the  dark.   Persons 


stuffs  his  directors  with  facts  and  fig- 
ures. "I  know  that  a  lot  of  chief  execu- 
tive officers  say  they  do  this,  too.  But 
our  board  of  directors  looks  at  each  of 
our  15  profit  centers  in  detail  every  30 
days.  Many  boards  don't.  They  just  look 
at  the  overall  figures,  and  don't  hear  a 
hell  of  a  lot  about  what  is  going  on." 

As  Emerson's  management  has 
broadened  in  depth,  and  the  company 
has  grown,  Persons  increasingly  has 
delegated  authority  over  operations. 
But  listen  what  he  has  done  with  the 
time  and  energy  thus  freed:  "Now," 
says  he,  "I  can  touch  base  with  a 
broader  range  of  things  than  I  was 
ever  able  to  do  before." 

But  while  you're  looking  outward, 
you  also  have  to  continue  looking  in- 
ward. Persons  believes.  "A  good  many 
companies  got  in  trouble  in  1970  be- 
cause their  top  management  and  direc- 
tors were  not  looking  dowTi  into  the 
woodwork  to  see  what  the  hell  was 
going  on."  ^ 

The  boss's  job— as  Persons  sees  it- 
involves  looking  in,  looking  out,  sort- 
ing out  all  kinds  of  information  and| 
applying  it  to  your  business.  "A  chiefl 
executive  officer,"  he  says,  "needs  raw, 
animal  energy.  A  hell  of  a  big  motor  i 
inside.  It  got  you  to  the  top  in  the  first 
place  and  it  enables  you  to  work  long, 
hours  and  keep  pounding,  even  when 
you  feel  like  slowing  down." 

The  boss,  if  he's  a  good  boss,  doesn't 
relax  even  when  he's  relaxing.  ■ 


"It's  body  rebuilding,"  says  Buck 
Persons,  when  he  leaves  his  work- 
aday world  in  St.  Louis  for  fre- 
quent safaris  in  the  wilds  of  Africa. 
An  avid  woodsman  and  no  believer 
in  "just  lying  on  the  beach,"  Per- 
sons finds  "coming  up  against  wild 
animals  [with  a  camera]  is  the 
most  relaxing  thing  in  the  world." 
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Wilson  of  Boeing 


"Hey,  Get  Your  Chin  Off  Your  Cfiest! 


ff 


Oh,  for  that  key  to  the  executive  wash- 
room. Oh,  to  make  it  to  the  top,  to 
become  boss. 

But  at  what  cost?  Suppose  you  rose 
to  the  top  and  found  yourself  in  "T" 
Wilson's  spot?  Thornton  Arnold  Wilson, 
a  .50-year-old  former  engineer,  has  been 
president  of  Seattle's  Boeing  Co.  since 
1968  and  chief  executive  ofiBcer  since 
1969.  But  fate  ha.s  made  him  not  a 
builder,  but  a  dismantler,  a  corporate 
Mac  the  Knife.  An  unpretentious,  plain- 
spoken  Missourian,  Wilson  does  not 
look  like  heart-attack  material,  but  the 
strains  of  the  job  have  already  given 
him  one— from  which  he  has,  fortunate- 
ly, recovered. 

While  Wilson  was  making  his  way  to 
the  top  during  the  Si.xties,  Boeing  was 
riding  high  as  the  king  of  the  commer- 
cial jet  business.  But  it  passed  its  peak 
just  months  before  he  became  CEO, 
and  since  then,  it  has  been  all  downhill. 
Wilson  has  had  to  trim  Boeing's  payroll 
from  120,000  to  60.000.  The  super- 
sonic transport  cancellation  and  slow- 
down in  747  orders  means  another 
20,000  or  so  will  go.  Along  with  legions 
of  blue-collar  workers,  technicians  and 
engineers,  Wilson  has  had  to  dispatch 
scores  of  executives,  many  of  them  old 
friends  and  colleagues. 

,  How  does  a  man  like  Wilson  steel 
himself  for  this  unpleasant  role?  Says 
he:  "Well,  you  say  to  yourself,  if  I  don't 
do  it,  they  might  bring  in  some  hatchet 
man  who  would  treat  everything  im- 
personally and  short  range.  You  think, 
I  ought  to  be  a  lot  smarter  than  that.  1 
ought  to  be  able  to  keep  the  things  that 
are  great  about  this  company  so  we'll 
be  here  another  day  when  things 
change  and  get  better." 

This  will  be  the  real  test  of  Wilson's 
mettle:  not  how  deep  he  cuts,  but  how 
well.  His  job,  he  says,  is  to  "keep  one 
step  ahead  of  the  bankers,  but  also 
maintain  the  ability  to  bounce  back 
when  the  cur\'es  head  up  again." 

Where  is  he  picking  and  whom  is  he 
choosing?  At  this  juncture  Wilson  could 
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decide  to  branch  away  from  commer- 
cial planes  and  government  contract- 
ing. He  might  use  its  systems  and 
engineering  expertise  more  heavily  in 
commercial  markets  like  computer  ser- 
vices, pollution  control  and  housing.  Or 
seek  a  face-saving  merger.  But  Wilson 
has  decided,  no,  he  will  stick  with  com- 
mercial planes  and  space  and  defense 
contracting,  Boeing's  traditional  course. 

"A  lot  of  people  think  we  ought  to 
take  this  opportunity  to  get  out  of  trans- 
portation, but  we're  good  at  it  and  there 
is  going  to  be  a  good  future  there.  And 
while  the  President  said  recently  that 
Vietnam  will  be  the  last  war  ever,  he 
didn't  say  we  didn't  need  to  be  strong. 
We  still  have  a  lot  to  offer  there,  too." 

So  Wilson  has  been  pruning  within 
the  existing  framework,  and  in  the  ini- 
tial stages  he  discovered  it  was  rela- 
tively easy,  that  Boeing  had  accumulated 
considerable  fat  during  its  former  pros- 
perity. He  adds:  "Quite  frankly,  I'd 
have  to  say  that  as  the  layoffs  went  on, 
some  of  our  people  also  began  working 
a  little  "harder." 

With  his  payroll  headed  toward  the 
40,000  level,  however,  the  cutting  has 
gotten  much  tougher.  "Now  we're 
really  peeling  into  some  of  our  human 
resources,"  he  says.  "Teams  of  people 
like  structural  engineers  who  have  the 
relationships  and  the  experience  that 
they  don't  teach  in  school  and  that  you 
can't  get  back  five  years  from  now  sim- 
ply by  going  out  and  hiring  a  lot  of 
people." 

So  now  Wilson  concedes  he's  in  a 
quandary.  He's  trying  to  solve  it  by 
finding  other  jobs  within  the  company 
for  people  he  considers  absolutely  es- 
sential to  keep  Boeing's  aerospace  and 
defense  capabilities  intact.  But  that  of- 
ten means  bumping  someone  else. 

It  boils  down  to  this:  Wilson  doesn't 
think  he  has  damaged  the  company's 
future  yet,  but  he  has  reached  the  point 
where  he  knows  any  further  cuts  cer- 
tainly will.  What  does  he  do  now?  He 
replies  by  reiterating  his  detennination 


President  Wilson 

not  to  hock  the  future.  Translated,  that 
can  only  mean  that  he's  prepared  from 
here  on  to  stick  it  out  in  the  hope  that 
his  business  begins  to  recover  before 
the  profit  damage  becomes  too  great— to 
risk  red  ink  rather  than  prune  further. 

Meantime,  what  worries  him  almost 
as  much  as  the  personnel  cuts  them- 
selves is  the  effect  of  them  on  the  morale 
of  the  people  he  wants  to  keep.  It's 
hard  for  men,  Wilson  concludes,  to 
keep  their  spirits  up  when  the  com- 
pany's momentum  is  declining.  When 
men  working  at  the  next  drafting  table 
and  in  the  next  office  are  receiving  their 
pink  slips.  He  has  found  that  he  even 
has  to  be  careful  about  his  own  facial 
expression  and  the  way  he  walks  and 
talks  to  his  people.  "The  other  day  I 
went  into  a  plant  and  I  was  deep  in 
thought,"  he  says.  "I  was  walking  with 
my  head  down— and  I'm  a  bit  round- 
shouldered  anyway— and  I  ran  into  this 
old  aerodynamicist  I  used  to  work  for. 
He  brought  me  up  short  and  said,  'Hey, 
get  your  chin  off  your  chest;  you  look 
like  an  old  man.'  It  dawned  on  me  that 
the  men  don't  want  the  president  of 
their  company  walking  around  looking 
depressed." 

At  any  rate,  T  Wilson  argues  that 
he  hasn't  gutted  the  company  yet,  ap- 
pearances to  the  contrary.  "When  it's 
all  over,  I  suppose  some  of  us  will  get 
soft  again,  as  we  were  before,"  he  says. 
"And  there  will  be  a  lot  of  new  men 
coming  along  who  haven't  been  through 
this  kind  of  thing."  A  man  like  Wilson 
can't  help  but  feel  that  there  will  in- 
deed be  another  time,  another  chance 
to  get  soft  on  prosperity.  Otherwise,  he 
couldn't  face  up  to  the  harsh  burden 
he  bears.  Otherwise  he'd  be  just  a 
hatchet  man,  and  that  isn't  the  way 
T  Wilson  regards  himself.  Not  at  all.  ■ 
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Romnes  of  AT&T 


Thinking  Unaccustomed  Ttiougtits 


"I,  along  with  a  great  many  other  peo- 
ple, have  found  myself  experiencing 
unaccustomed  events,  thinking  unac- 
ciistomed  thoughts." 

The  speaker  was  a  silver-haired,  64- 
year-old  man  with  chiseled  features, 
Haakon  Ingolf  Romnes,  the  chairman 
of  the  world's  largest  publicly  owned 
(3  million  shareholders)  corporation. 
"Hi"  Romnes  came  up  the  hard  way, 
the  son  of  a  Wisconsin  baker.  At  heart, 
he's  a  believer  in  hard  work  and  the 
primacy  of  reason.  Fortimately  for 
American  Telephone  &  Telegraph, 
however,  he  understands  that  his 
standards  are  no  longer  the  ruling 
standards  of  all  of  our  society. 

Complicated  though  its  business  is, 
AT&T's  basic  principles  go  back  half 
a  century  to  the  days  of  the  late  great 
Theodore  Vail.  These  principles  were 
simplicity  itself:  Concentrate  on  serv- 
ice and  the  profits  will  take  care  of 
themselves;  provide  your  employees 
with  security  and  their  loyalty  will 
guarantee  service  with  a  smile.  Things 
no  longer  work  this  way.  Security  will 
no  longer  buy  loyalty,  because  security 
as  such  is  not  so  important  to  people 
today.  Inflation  and  high  interest  rates 
have  forced  the  Bell  System  to  go  back 
to  the  rate  commissions  again  and 
again  for  increases,  and  this  has  irri- 
tated the  customers.  Service  has  de- 
teriorated as   capital-raising   and   em- 


ployee-training have  lagged  behind 
unprecedented  demands  for  expansion. 

Romnes'  job  can  be  summed  up  in 
a  sentence:  to  try  restoring  AT&T's  tra- 
ditional dedication  to  service  in  a  very 
changed  world.  Says  Romnes:  "If  we 
don't  give  good  service,  nothing  else 
works  well.  Then  your  government  re- 
lations and  financial  relations  and  ev- 
erything else  will  have  difficulties. 

"You  start  going  aroimd  in  circles. 
In  order  to  do  a  good  job,  you  have  to 
have  plant.  That  takes  an  awful  lot  of 
money,  and  that  means  we  have  to 
make  the  Bell  System  an  attractive  in- 
vestment. That,  in  turn,  means  we 
have  to  have  decent  earnings  now  and 
in  the  future.  After  all,  we  can't  keep 
taking  out  bonds;  we  have  to  get  back 
into  equity  financing. 

"We  have  to  come  full  circle  again." 

No  wonder  Romnes  talks  about  "un- 
accustomed events  .  .  .  unaccustomed 
thoughts."  As  never  before,  the  Bell 
System  is  working  on  making  its  ordi- 
nary employees'  jobs  interesting  and 
satisfying,  since  security  and  a  fair 
wage  are  no  longer  enough.  Nor  has 
the  Bell  System  shirked  its  social  re- 
sponsibilities: "As  the  nation's  largest 
employer,"  Romnes  says,  "we  have  to 
play  a  big  part  in  helping  the  under- 
privileged—not only  as  good  citizens, 
but  because  that's  where  many  of  our 
employees  are  going  to  have  to  come 
from."  Ironically,  many  of  the  liberals 
who  shout  loudest  for  business  to  do 
more  about  helping  the  underprivi- 
leged are  also  loudest  in  criticizing 
AT&T  for  the  resulting  service  slump. 

Thus,  while  Romnes  realizes  the  im- 
portance of  earnings,  he  understands 
that  these  social  problems  lie  at  the 
heart  of  his  job.  He  makes  sense  when 
he  defends  AT&T  management  against 
charges  that  it  moves  too  slowly:  "Out- 
siders might  think  Bell  System  execu- 
tives take  too  long  to  make  decisions, 
but  when  decisions  are  being  made,  not 
for  months,  but  for  a  decade,  it  should 
take  time  to  make  them." 

"Take  our  budget  for  Bell  Labs, 
where  perhaps  a  sixth  of  the  work  is  in 
basic  research— seeking  new  knowl- 
edge. Some  of  us  practical  fellows 
sometimes  say,  'What  in  the  world 
does  that  have  to  do  with  the  telephone 
business?'  But  it  can  result  in  some- 
thing like  the  transistor.  So  we  practi- 
cal fellows  have  to  have  faith  when  we 
appropriate  maybe  $40  million  for 
basic  research— faith  that  our  successes 
will  far  outweigh  our  failures." 

What's  the  hardest  part  of  his  job? 
"Knowing  how  to  listen  to  other  views 
and  discover  that  perhaps  your  strong- 

54 


Geff/ng  Away  From  The  Tele- 
phone. Wonderful  Insfrument 
fhaf  if  is,  the  felephone  also  can 
be  a  terrible  distraction.  AT&T's 
boss,  "Hi"  Romnes,  admits  that. 
He  has  a  telephone  in  the  chauf- 
feur-driven limousine  that  takes 
him  to  and  from  work.  But  he 
only  uses  it  when  he  gets  tied 
up  in  traffic  and  thinks  that  he 
might  be  late  for  an  appoint- 
ment. Romnes  would  rather  con- 
centrate on  reading  or  just  plain 
thinking  during  the  hour-long 
ride  from  his  home  in  Chatham, 
a  northern  New  Jersey  suburb, 
to  AT&T's  cathedral-like  offices 
in  downtown  New  York  City.  "I 
know  that  is  a  hell  of  a  thing  for 
a  telephone  man  to  say,  but  it's 
true,"  he  smiles.  It's  an  intrigu- 
ing paradox:  The  boss  of  the 
world's  greatest  communications 
company  finds  that  the  pace  of 
his  job  leaves  him  little  leisure 
to    communicate    with    himself. 


est  feelings  weren't  so  strong  after  all. 
If  there  is  virtue  in  times  of  stress  like 
these,  it  is  that  they  force  us  to  re- 
examine previously  accepted  assump- 
tions, and  test  the  reasonableness  oi 
things  we  have  all  taken  comfortably 
for  granted."  ■ 
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The  National  Mix! 


t-home  hospitality  gets  a  little  out- 
|de  help  with  Holland  House.  The  pa- 
wn's largest-selling  "instant"  dry  and 
uid  cocktail  mixes.  Mixes  so  deli- 
)us  in  fact  that  Holland  House  sales 
ive  more  than  doubled  since 
itjonal  acquired  the  company  just 
years  ago. 

National  causes  quite  a  stir  in 
nerica's  homes.  And  Holland  House 
only  part  of  it  because  National  also 


makes  or  markets  more  than  300  dif- 
ferent liquors,  wines,  and  cordials. 
Famous  names  like  Old  Grand-Dad. 
Old  Taylor,  Old  Crow,  Gilbey's,  De- 
Kuyper,  Vat  69,  Windsor  Canadian, 
and  Almaden.  These  and  other 
National  favorites  sold  to  the  tune  of 
over  S556  million  last  year. 

Quenching  thirsts  isn't  National's 
only  party  line.  This  SI  billion  com- 
pany gets  big  things  done  in  metals. 


chemicals,  and  textiles  as  well,  both 
here  and  abroad.  Employs  17,000 
people.  Has  over  75,000  stockhold- 
ers. And  a  corporate  objective  of  a  20 
per  cent  pre-tax  return  on  invested 
funds. 
A  mix  to  reckon  with.  &;   ^- 

NATIONAL  DISTILLERS  AND 
CHEMICAL  CORPORATION 

S9  Parif  Aven.je,  ^.ew  York.  N.Y.  lOOlS 


RCA  and  IBM  prio 
RC  As  policies  cai 


The  360/30, 40  or  50  user  thinking  about  a  370  should  loc 
before  he  leaps. 

RCA  has  a  compatible  computer  to  do  the  same  work, 
and  maybe  more,  for  a  lot  less  money. 

Lets  take  a  specific  example.  A  typical  RCA 6  vs.  a 
con      .able  370/145. 

Ii    is  quoted  price  is  the  same  as  ours— $28,800  a  montl" 
But  R       3  unique  policies  may  save  you  more  than  $86,000 
a  year.  Here  s  how  it  works. 


"e  pretty  close,biit 
ive  you  a  bundle. 


ir  exclusive  Equity  Contract  saves  you  up  to  15%. 

RCA's  Flexible  Accrued  Equity  Plan  takes  up  to  15%  off 
uipment  charges.  And  in  72  months  you  own  the  computer. 

On  these  terms,  RCA  6  is  more  than  $51,000  a  year  less  than 
e  370/145.  But  that's  not  all. 

I  M's  quoted  price  is  unbundled.  RCA's  isn't. 

Nobody  knows  exactly  how  much  unbundling  costs.  It  varies 
:se  by  case.  But  it's  estimated  to  add  as  much  as  10%  to  costs. 

Buying  our  services  bundled,  in  the  case  of  the  RCA  6  outlined 
hove,  could  save  you  $2,880  a  month,  or  $34,000  a  year. 

^ZAls  unique  compatibility  makes  switching  easy. 

So  easy  in  fact,  we'll  contract  to  do  it  for  most  360/30, 40  and 
i  DOS  users  and  guarantee  results.  For  an  agreed  fee,  by  an 
ireed  date.  The  contract  also  includes  other  provisions  to  f* 

)otect  both  parties.  ^ 

Being  easy  to  switch  to  makes  us  a  logical  alternative 
<  IBM.  Giving  you  things  like  terms  that  take  the  prices  down  * 

ukes  us  a  better  alternative.  ^^  ^^  -_ 

So,  look  at  a  new  RCA  computer  before  you  BmBw^B 
ap.  If  you  do,  we  figure  you'll  jump  our  way       COMPUTERS 


Mother  Nature 


>  V  •  ■  J 


^m^r-  •: 


fe'^'xA 


wa. 


Yosemite.  B  • 
The  Grarid 
chanted  r- 
Columbia  1 
lope.  Sea  otie 

WithouL 
And  without  the 


g  the  great  resources  of  the  West,  one 
ant  to  be  consumed;  Beauty. 
•  aud  Canyon.  The  Painted  Desert. 
V  country.  Yellowstone.  The  Rockies. 
■lie  High  Sierras.  Tahoe.  En- 
and  Zion.  The  Cascades.  The 
/.tooth.  Redwood  trees.  Ante- 
■  'ic  Ocean. 

.  vV.  st  wouldn't  be  the  West. 
■t,        •  truldn't  be  the  same. 


We're  a  giant  multibank  holding  company. 
25  banks.  $11  billion  in  assets.  23  of  our  banks 
are  Western  banks.  Their  654  offices  cover  Arizona, 
California,  Colorado,  Idaho,  Montana,  Nevada,  New 
Mexico,  Oregon,  Utah,  Washington  and  Wyoming. 

We're  doing  everything  we  can  to  keep  the 
West  beautiful  by  doing  what  we  do  best  — banking 
ideas  that  keep  it  that  way. 

We're  bankers.  But  a  lot  of  us  are  bird 
watchers,  too. 


Wes\ 


MainOHice:  600  S.  Spring  Street,  Los  Angeles  ji.-ki  90054  •  Arizona:  First  National  Bank  of  Arizona,  Southern  Arizona  Bank  and  Trust  Company  •  California:  United 

California  Bank  •  Colorado:  The  American  Nai  '  ;  M.mk  of  Denver,  Continental  National  Bank,  The  First  National  Bank  in  Fort  Collins  •  Idaho:  Bank  of  Idaho  •  Montana: 
The  Conrad  National  Bank  of  Kahspell,  Bank  o;  ...jcf  County,  Montana  Bank  •  Nevada:  Bank  of  Nevada.  First  National  Bank  of  Nevada  •  New  Mexico:  Bank  of  New 
(Mexico,  First  State  Bank  at  Gallup.  New  Mexico  Bank  iuid  Trust  Company,  Roswell  State  Bank,  Santa  Fe  National  Bank  •  Oregon:  First  National  Bank  of  Oregon  • 
Utah:  Walker  Bank  &  Trust  Company  •  Washington:  Pacific  National  Bank  of  Washington  •  Wyoming:  First  National  Bank  of  Casper,  The  First  National  Bank 
of^Laramie,  The  First  National  Bank  of  Riverton  •  International:  United  California  Bank  International,  New  York  City  •  United  California  Bank  Branch,  London  •  Union 


Borc/i  of  General  Electric 


Look  at  It  through  My  Eyes 


The  boyish  look  that  persisted  into 
his  50s  is  gone  now.  the  lines  ot  his 
tace  are  deeper  and  he  chain-smokes 
as  he  talks,  but  there  seems  an  inner 
calmness,  a  sense  of  perspecti\e  about 
General  Electric  Chairman  Fred  f. 
Borch.  Now  61  and  onl\  tour  \ears 
from  retirement,  he  has  li\ed  througli 
personal  traged\  and  with  some  of 
the  most  momentous  gambles  in  GE  s 
79-\ear  histor\ .  He  has  been  sub- 
jected to  a  series  of  downbeat  arti- 
cles in  the  press— ranging  from  a 
Forbes  article  in  1963  describing  the 
mess  in  GE's  computer  operations  to 
recent  ones  in  Fortune  and  Dun's  Ri- 
iww  critical  of  his  role  as  GE's  chief 
executive  officer. 

That  kind  of  flack  goes  with  the 
territory,  Borch  has  come  to  think. 
Vou  have  to  take  the  long  view,  learn 
from  your  mistakes.  For  all  of  the 
iriticism,  Borch  is  c«mvinced  that  he 
will  leave  GE  in  better  shape  than  he 
found  it  almost  eight  \ears  ago.  Not 
e\er\()ne  would  agree,  but  the  stock 
market  seems  to:  B\  mid-April  Gen- 
?ral  Electric  had  risen  a  solid  I ()()'*' 
from  its  1970  lows  and  had  inched 
above  the  all-time  high  set  in  the  mitl- 
Sixties.  How  many  big  blue  chips 
could  match  this?  Not  du  Pont,  still 
5(W  below  its  high.  Not  General  Mo- 
tors, still  26  points  below.  Not  Stan- 
i.ird  Oil  of  New  Jerse\ .  Among  the 
l)ig  blue  chips,  onh  IBM,  with  a 
irice/ earnings  ratio  of  40,  could 
)eat  GE's  P/'e  ratio  of  33. 

The  market  seems  to  be  saving  that 
GE  has  put  behind  it  the  losses  that 
held  profits  in  1970  below  the  1965 
level.  Borch  agrees.  "Let  me  take  vou 
back  a  bit  and  look  at  GE  through  mv 
eyes,"  Borch  said  to  F'oiuu:s  Senior 
Editor  Robert  ].  Flahertv . 

I  was,"  he  says,  "hit  with  three 
massive  new  investment  areas  all  at 
once,  computers,  nuclear  power  and 
jeC  aircraft  engines. "  He  emphasizes 
that  "all  at  once"  because  there  is  a 
limit  to  even  what  an  $8-bil]ion  com- 
pany can  do. 

"You've  got  to  put  vour.self  in  mv 
position  and  ask,  'What  were  the  oth- 
er problems  taking  up  top  manage- 
ment's time?"  Had  there  been  only  one 
problem,  we  could  have  pushed  sin- 
gle-mindedlv  on  computers  and  done 
prettv  well.  But  we  had  an  even  big- 
ger bear  by  the  tail  in  the  nuclear 
power  plants.  In  addition,  we  were 
badly  upset  by  the  antitrust  attack. 
All  of  those  things  also  took  an  inor- 
dinate amount  of  time  and  attention 
on  the  part  of  the  chief  e.xecutive. 
It's  eas\   to  sav  we  missed  a  tremen- 


dous thing  bv  not  going  gung-ho  on 
computers.  But  that  conclusion  be- 
comes more  difficult  when  vou  con- 
sider the  alternatives." 

Borch  denies  the  contention  of  his 
critics  that  the  computer  adventure 
was  an  Edsel  for  GE.  "I  think  vou'll 
be  reporting  in  five  vears  or  less  that 
the  General  Electric  shareovvner  is 
going  to  do  verv  well  bv  this  venture 
in  the  computer  business. "  Borch  ar- 
gues that  GE's  computer  operations, 
now  part  of  Honeywell,  are  in  excel- 
lent hands  and  that  the  ncv\  unit  lias 
the  size  and  resoinces  to  make  its 
investment  prosper. 

Did  he  learn  from  his  computer 
problems?  Indeed  he  did.  "The  major 
thing  we've  learned  is  that  the  Fiiinute 
we  identify  one  of  these  ventures  as 
one  of  the  few  honest-to-god  oppor- 
tunities arovmd,  I  would  hope  mv  suc- 
ces.sor  would  put  the  top  guv  he  can 
find  in  charge  of  it.  Irrespective  ol  its 
size  at  the  time.  It  mav  be  a  little 
•S2()-miIIi()n  |ieanut.  But  if  that  peamit 
could  be  $.500  million  one  dav ,  then 
the  top  man  ought  to  pretend  it  is 
$500  million  right  now  and  give  it  the 
S500-million  kind  of  organization,  of 
talent.  That's  the  le.ssim  that  I  think 
we  ve  learned." 

And  there  was  another  lesson, 
Borch  seems  to  imply:  the  necessity 
ol  keeping  open  a  line  of  retreat. 
"When  you  make  these  major  invest- 
ments, thev  have,  bv  their  verv  nature, 
major  elements  of  a  gamble  in  them. 
We've  learned  that  if  the  investment 
is  not  viable,  vou  should  be  in  a  jiosi- 
tion  to  make  a  good  deal  lor  vonr 
sharehoklers.  You  should  hedge  voni- 
bets."  The  sale  of  the  computer  opera- 
tion to  Honevvvell,  with  GE  retaining 
a  piece  ol  the  eciuitv,  was  such  a 
hedging  operation.  Borch  seemed  lo 
be  sav  ing  that  plans  for  future  major 
ventmes  will  include  contiTigencv 
plans  for  getting  out  with  a  whole 
skin  if  necessary. 

Borch  concedes  GE  lost  about  as 
much  monev  building  nuclear  power 
plants  on  fixed-price  contracts  as  it 
did  in  computers.  Why?  "I  think  1 
imderestimated  external  forces  such  as 
the  inflation  in  construction.  I  now  am 
much  more  leerv  of  (juote,  econom- 
ic forecasts,  un(juote  than  I  was,  and 
I  wouldn't  put  all  mv  bets  anymore  on 
ani/hocly's  opinion  as  to  the  future. 

"What  we  did  in  nuclear  power 
turned  out  to  be  the  luckiest  thing 
we  could  do  for  the  energy  picture  in 
the  world,  but  a  darned  expensive 
thing  at  the  time  for  our  shareholders. 
The  one  serious   goof  we   made   was 


Wrong  Tie.  Fred  J.  Borch  re- 
sembles his  two  GE  predeces- 
sors in  attending  a  non-Ivy 
League  college  (Case  Western 
Reserve),  skipping  Harvard  Bus- 
iness School  and  reaching  the 
top  v/ithout  family  connections. 
Unlike  many  companies,  GE  re- 
mains a  great  management  in- 
cubator where  middle-class 
men  are  limited  only  by  their 
ability  and  political  savvy.  They 
say  it's  slippery  climbing  the 
GE  ladder,  but  no  one  can  deny 
that  sure-footedness  rather  than 
the  right  tie  gets  a  man   up  it. 
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those  fixed-price  contracts. 
Voa  know  that's  what  killed  us." 

Nuclear  business  is  now  profitable, 
Borch  says,  and  will  return  good  pro- 
fits in  the  Seventies.  Borch  also  feels 
good  about  his  third  great  gamble, 
the  commercial  jet  business,  in  the 
Seventies:  "There's  no  question  that 
from  the  standpoint  of  products,  the 
times,  the  technology,  we  have  the 
right  thing  at  the  right  time  in  the 
right  place.  But  some  changes  have 
got  to  take  place  in  the  structure  of 
our  big  customer,  the  domestic  airline 
industry,  to  make  this  as  successful  a 
venture  as  it  might  be.  It's  going  to  be 
successful,  but  the  question  just  now 
is,  how  big  is  that  balloon  on  the  end 
of  the  stick?" 

Forbes  asked:  Which  of  these 
three  difficult  massive  investments 
forced  Borch  to  make  the  most  diffi- 
cult decision?  "None,"  he  replies. 
"For  my  money  the  most  difficult  de- 
cisions that  I've  had  to  make  have 
been  organizational  and  personnel  de- 
cisions. These  never  stop." 

Why?  "The  very  fact  of  GE's  diver- 
sity makes  our  organizational  structure 
the  very  principle  occupation  of  the 
chief  executive.  That  structure  has 
got  to  change  and  accommodate  itself 
always  to  our  changing  array  of  busi- 
nesses, some  moving  a  lot  faster  than 
others,  some  relatively  slowing  down." 
Recalling  the  early  false  starts  in  com- 
puters, he  says;  "You  want  to  be  sure 
that  you  have  vour  talent  where  the 
major  opportunities  are. 

"I  think  the  major  problem  that  I 
have  right  now  is  to  get  this  new 
executive  staff  in  place— and  get  it 
cranked  up  to  take  a  real  look  at 
what  the  company  is  going  to  be  and 
how  we're  going  to  get  there  in  the 
year  1980.  I'm  structuring  a  new  cor- 
porate executive  staff.  There  you've 
got  a  spectrum  of  capability  and 
knowledge  that  no  one  man  can  have." 

This  time  the  emphasis  was  on  the 
phrase  "no  one  man."  He  goes  on: 
"I  don't  have  a  guy  and  you  can't 
have  a  guy  who  has  the  instinct  for 
the  market  on  one  hand,  knows  all 
the  stuff  that  goes  into  the  manufac- 
turing pioblems,  knows  all  the  design 
and  engineering  problems,  can  visual- 
ize the  changes  in  technology. 

"There  ain't  no  such  a  guy!" 

Noting  that  GE  has  no  black  direc- 
tor and  GM  has,  Forbes  reminded 
Borch  of  a  conversation  on  the  sub- 
ject two  years  ago:  "You  said  that 
you  wouldn't  go  for  tokenism,  but 
iheie  was  one  bhick  around  \'alley 
Forge  who  was  coming  on  well.  Did 
he  keep  on  doing  well?  I  don't  re- 
member his  name." 

Borch  laughs:  "Leon  Sulliv.m! 
He's  now  on  the  General  Motors 
l)oard.   He  wasn't   uilli  General  Elei 


trie,  but  we  were  working  very  close- 
ly with  him.  We  established  a  Ne- 
gro-managed space  outfit  down  there. 
We  were  working  hand-in-glove  with 
Dr.  Sullivan." 

"How  come  he  didn't  make  the  GE 
board?" 

Borch  dealt  honestly  with  the  ques- 
tion and  made  a  logical  if  controver- 
sial reply:  "I'd  be  interested  in  |im 
Roche's  reaction  to  this  in  a  couple 
of  years,"  said  Borch,  who  n-^te-l  fhal 
GE  had  worked  closely  with  Whit- 
ney Young,  Roy  Wilkins  and  Leon  Sul- 
livan. "Now  you  take  a  fellow  of  that 
stature  who  can  make  a  contribu- 
tion. They  don't  have  the  time.  They 
are  busier  than  I  am.  What  I  would 
hope  is  that  we  would  find  what 
would  be  their  equivalent— only  ten 
years  younger  and  with  ten  years  less 
experience  to  grow  on. 

"We  want  people— but  we  take  a 
lot  of  our  board  members'  time.  I 
don't  want  them  in  there  if  they  can't 
contribute." 

Forbes  threw  one  more  question 
at  Borch.  "We  always  try  to  get  ques- 
tions from  other  chief  executives  to 
put  to  top  brass  we  plan  on  inter- 
viewing. Here's  the  one  your  peers 
gave  me  for  you.  What  they  notice 
about  GE  is  that  down  in  the  ranks 
there  is  a  short-term,  up-or-out  ap- 
proach. So  GE  people  tend  not  to  look 
at  problems  long-term.  How  do  you 
deal  with  this  'after  me  the  deluge' 
attitude?" 

Borch:  "It's  a  valid  criticism  and 
I  accept  it. 

"Particularly  for  the  last  five  years 
when  we've  had  these  three  major 
events,  we  have  emphasized  through 
most  of  our  other  businesses  the  need 
for  keeping  the  ship  afloat  and  mak- 
ing those  earnings  to  pay  those  divi- 
dends. We've  been,  to  a  greater  de- 
gree than  I  would  have  liked  to  have 
seen,  more  short-range  in  focus  than 
is  in  the  company's  long-range  inter- 
est. However,  with  this  staff  arrange- 
ment, we'll  be  putting  the  real  kind 
of  emphasis  where  we  should." 

In  a  way,  Fred  Borch's  relaxed  and 
philosophical  \'iew  comes  from  know- 
ing that  his  days  in  the  executive 
suite  are  nearly  over.  That,  if  he  has 
made  mistakes,  he  has  also  corrected 
them.  Could  he  have  donp  better? 
Gould  he  have  foreseen  inflation,  the 
escalation  of  computer  costs  and  the 
near  collapse  of  the  aircraft  indus 
tr\?  Perhaps— if  he  had  been  a  genius 
widi  the  gift  of  prophecy.  But  it's  fail 
to  ask  whether  a  genius  witli  a  gift 
of  prophecy  would  ha\e  the  patience 
and  the  training,  would  be  the  right 
kind  of  man  to  administer  a  company 
as  big  and  complex  as  GE.  Coi-porate 
miracles— if  they  exist  at  all— may  ex- 
ist only  in  small  companies.   ■ 
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Therds  more  New\brk 
in  Ford's  Future 


Ford's  plant  ot  Buffolo,  N. Y.,  with  450,000  square  feet  added. 

Who  says  New  York's  business  climote  is  healthy? 

The  Ford  Motor  Company,  for  one.  One  of  7,744 
major  new  plants  or  major  plant  expansions  in  New  York 
State  in  the  last  12  years. 

Ford  is  building  a  450,000-square-foot  addition  to 
its  metal-stamping  plant  at  Buffalo.  The  expansion  will 
increase  facilities  to  2,450,000  square  feet.  And  jobs  will 
jump  by  500  — to  more  than  5,000. 

This  newest  expansion  will  almost  double  the  size  of 
Ford's  original  Buffalo  plant,  making  it  one  of  the  largest 
stamping  plants  in  the  entire  Ford  organization. 

WHY  BUFFALO?  WHY  NEW  YORK  STATE? 

Ford  Vice  President  Raymond  L.  Logue  puts  it  this  way: 
"Ford  Motor  Company  is  keenly  aware  of  this  city's 
favorable  business  climate  and  true  spirit  of  cooperation 
with  industry.  We  are  proud  to  count  the  Buffalo  area  and 
the  State  of  New  York  among  our  major  markets,  and  our 
added  capital  investment  here  underlines  our  confidence 
in  the  favorable  economic  climate  in  New  York.  There 
are  many  practical  advantages  here,  including  the  gen- 
erally fine  performance  of  our  Buffalo  area  employees." 

WHAT  DOES  NEW  YORK  OFFER? 

•  A  state  government  committed  to  economic  growth  as 
the  basis  for  progress. 

•  *  A  new  business  tax  credit—  ranging  up  to  nearly  1 00% 
abatement— on  investment  in  new,  expanded  or  mod- 
ernized production  or  research  facilities,  including  equip- 
ment and  water-  and  air-pollution  control  devices.  On  a 
$10,000,000  investment,  you  get  a  $100,000  tax  "break." 

•  No  state  or  local  taxes  on  manufacturers'  personal 
property,  such  as  machinery,  equipment  and  inventories. 

•  A  Job  Development  Authority  that  makes  low- cost, 
long-term  second-mortgage  loans  for  the  construction  of 
new  or  expanded  production  facilities. 

•  A  listing  of  available  plant  facilities  for  manufacturers 
interested  in  moving  into  or  expanding  in  New  York  with- 
out building  new  facilities. 

FIND  OUT  MORE: 

Attach  coupon  to  your  letterhead  and  mail  today. 


INDUSTRIAL  NOTES: 

Rochester,  N.  Y.  —  The  Xerox  Corporation  has  under 
construction,  in  suburban  Webster,  a  $1 5-million,  750,000- 
square-foot  manufacturing  facility.  When  completed  in 
1971,  this  will  increase  Xerox's  operational  capacity  in 
the  region  to  over  4,000,000  square  feet.  Xerox  employs 
15,400  in  New  York  State.  Xerox  President  C.  Peter 
McCulough  says:  "Xerox  is  deeply  committed  to  Roch- 
ester...it's  a  great  place  for.. .our  Business  Products  Group." 

Endicott,  N.  Y.  —  The  International  Business  Machines 
Corporation  is  constructing  three  new  buildings  at  its 
plant  and  laboratory  complex  here— the  original  "home" 
of  IBM  manufacturing.  The  three  structures  —  totaling 
463,000  square  feet  — include  a  manufacturing-adminis- 
tration facility,  a  materials  distribution  center  and  a  cen- 
tral utilities  plant.  These  additions  will  consolidate  oper- 
ations now  in  leased  buildings  and  will  bring  IBM's  total 
owned  space  here  to  more  than  3,500,000  square  feet. 

Syracuse,  N.Y.  —  The  Edgcomb  Steel  Company  of 
Philadelphia  will  construct  a  $5-million,  120,000-square- 
foot  steel  service  center  here  — its  first  plant  in  New  York 
State.  Edgcomb  originally  planned  a  smaller  facility 
here.  But  Edgcomb  President  H.  Lloyd  Beyer,  Jr.,  said: 
"The  vigor  of  the  central  New  York  market  and  the  busi- 
ness potential  have  already  called  for  us  to  increase  our 
capacity  by  50  per  cent," 


Commissioner  Neal  L.  Moylan 

New  York  State   Department  of  Commerce 

112  State  Street  (Room  447),  Albany,  New  York  12207 

Deor  Mr.  Moylon: 

Please  moil  to  me,  free  of  charge,  brochures  on  ;ax  odvontoges  for  busi- 
ness, plant  financing  and  industrioMocation  services  in  New  York. 
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Hehxer  of  3M 


One  Worlder 

If  you  want  to  rile  Hairy  Heltzer,  ask 
him  how  his  international  "division"  is 
doing.  Actually  it's  doing  fine,  contrib- 
uting more  than  one-third  of  Minne- 
sota Mining  &  Manufacturing's  sales. 
At  $605  million,  it's  more  than  3M's 
total  sales  xolunie  a  decade  ago.  But 
Heltzer,  who  mo\'ed  from  the  presi- 
dency to  chairman  and  chief  executive 
officer  six  months  ago,  doesn't  think  of 
it  as  an  international  division  and 
doesn't  want  other  people  to  think  of 
it  that  way  either. 

"I  want  to  grow  an  international 
mentality  for  the  company.  As  a 
whole.  I  would  like  everybody  from 
the  top  on  down  to  think  in  terms  of 
what  the  world  recjuires.  The  whole 
world.  Not  just  the  U.S.  or  Europe. 
Wlierever. 

"As  we  expand,  I'd  like  to  get  us  to 
the  point  where  we  think  of  our  St. 
Paul  headcjuarters  as  being  on  a  satel- 
lite, rather  than  in  the  state  of  Min- 
nesota. A  satellite  that  looks  down  on 
everything.  We  won't  just  think  of 
domestic  and  foreign  business  as  dif- 
ferent entities.  We'll  look  down  on  a 
whole  series  of  different  markets- 
France,  England,  Germany,  the  U.S., 
the  African  countries,  Austialia  and 
so  forth. 

"You  can  only  do  this  if  you  initiate 
an  intimate  movement  of  people  and 
ideas  across  all  borders.  Mv  main  job 
is  to  do  my  darndest  to  see  that  we 
make  a  poHcy  of  increasing  our  flow 
of  marketing,  technical  and  produc- 
tion people  back  and  forth  between 
this  country  and  other  countries,  right 
up  to  our  management  committee 
where  I  hope  everyone  on  it  even- 
tually will  have  had  some  kind  of 
international  experience  at  some  time. 

"If  you  talk  to  almost  anyone  who 
runs  an  international  business,  getting 


"Harry    Thought    .     .    .    ." 

"When  you  change  the  fop 
jobs  but  you're  still  on  the 
scene,"  says  3M  Chairman 
Harry  Heltzer  (above),  "some 
people  always  try  to  play  you 
off  against  your  successor." 
Last  year  Heltzer  was  suc- 
ceeded as  president  by  Ray 
Herzog  (below,  right),  former 
head  of  Graphic  Systems 
(below,  left).  "At  first,  some 
guys  would  come  to  me,  then 
intimate  to  Ray  what  'Harry 
thought.'  One  way  I  changed 
this  was  to  listen  to  them,  then 
say,  'Let's  get  Ray  in  here  and 
get  his  views  on  it.'  After  a  few 
months    they    got   the    point." 


this  flow  back  and  forth  is  one  of  thl 
most  difficult  jobs  to  do.  Once  von  g( 
someone  working  in  the  foreign  fielc 
they  keep  assuming  or  getting  greate 
responsibility  while  they  are  there.  S( 
when  you  try  to  get  them  back  lien 
there  is  no  job  of  equal  stature  ft 
them.  Part  of  this  occurs  because  thei 
simply  wasn't  enough  movement  bac 
^and  forth  of  people  in  jobs  of  lesst 
iespon.sibility. 

"I  am  sure  that  there  are  managin 
directors  and  others  who  have  an  aj 
petite  to  come  back  to  the  States  c 
who  would  like  to  move  elsewhere, 
want  to  emphasize  that  you  do  no 
have  to  be  from  the  United  States  t 
get  a  darn  good  job  elsewhere. 

"You  can,  in  effect,  force  this  inte 
change  that  I  am  talking  about.  We'\ 
already  had  it  happen  where  a  mai 
ager  from  Denmark  is  now  a  managt, 
of  one  of  our  consumer  products  o[' 
erations  in  the  U.S.  We  had  anothd 
man  who  was  sent  out  from  St.  Paij 
a,s  a  marketing  director  in  our  internii 
tional  operations  and  who  now  is  vie 
president  of  our  duplicating  produci 
division." 

In  a  sense,  Heltzer  will  try  to  d 
around  the  world  what  3M  has  don 
so  successfully  within  the  U.S.  That  i 
to  promote  men  up  the  line  or  mov 
them  from  one  division  to  anothc 
without  waiting  for  someone  to  die  i 
retire  before  promoting  them.  "In  th 
U.S.  we  say  that  maybe  what  a  mai 
in  our  tape  division  has  done  can  b 
put  to  even  greater  use  over  in  r( 
flective  products  or  if  we  offer  hir 
something  else." 

It's  Heltzer'.s  kind  of  thinking  thf 
is  creating  this  multinational  company 
Something  so  new  that  hardly  anybod 
understands  it.  Something  .so  big  tli; 
it  looks  like  the  wave  of  the  futun 
Heltzer  doesn't  worry  much  about  th 
theory.  Says  he:  "There  are  just  .s 
many  more  people  outside  the  U.5 
who  are  potential  users  of  oi 
products  than  there  are  here."  ■ 
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If  you  think  all  aerospace  companies  are  alike, 
look  at  it  from  a  customer's  point  of  view. 


Picture  yourself  part  of  an  airline  management 
team  considering  the  McDonnell  Douglas 
DC-9.  It's  a  logical  choice.  It  has  the  best  on- 
time  departure  record  of  any  jetliner  flying. 
That  means  punctuality  to  passengers  and 
profit  to   'your'  airline.  zThe  DC-9.  like  our 
new,  wide-cabin  DC-10,  is  a  product  in  demand 
-one  that  will  be  in  production  for  many  years 
to  come.  And  that's  good  news  for  everyone  — 
for  airlines  and  their  passengers,  and  for 
McDonnell  Douglas,  z  Now,  put  yourself  on 
the  budget  committee  of  a  space  agency  — in 
the  U.S.  or  a  friendly  foreign  country  — and 
consider  our  Delta  launch  vehicle.  Since 
1960,  Deltas  have  continued  to  lower  the  cost 
of  putting  a 
satellite  into  orbit. 
That's  a  bonus  for  you. 

Giving  customers 
more  for  their  money  is 
one  reason  why 
McDonnell  Douglas 
consistently  stands 


high  among  aerospace  firms. 


Another  is  diversification  — but  with 
a  difference.  Unlike  many  multi-product 
companies,  we  strive  to  diversify  from 
within.  D  For  example,  using  in-house 
capabilities,  we  developed  EROS,  a  system 

to  prevent  mid-air 
collisions.  □  From 
still  another  area 
of  demonstrated 
competence  we  created 
Dragon,  a  new,  rocket-powered  anti-tank 
missile  for  U.S.  infantrymen,  n  We  even  took 
our  internal  data  processing  skills  and 
facilities  and  turned  them  into  a  profit-making, 
nationwide  computer  utility.     We're  applying 

this 
success 
formula  to  a  variety  of  markets 
both  within  and  outside  of  our 
traditional  aerospace  fields.  Can  we 
show  you  how  well  it's  working?  Write: 
Annual  Report,  Box  14526, 
St.  Louis,  Missouri  63178. 
I^CDONNELL.  DOUGLAS 


/ 
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CalComp  doesn't  claim  to  be  driving  IBM  right  out  of  the 
business,  of  course. 

But  together  with  our  disk  drive  subsidiary,  Century 
Data,  we're  claiming  a  pretty  fair  share  of  the  market.  And 
a  bigger  share  every  month. 

Last  month,  for  example,  we  received  orders  for  more 
than  300  disk  drives. 

And  while  over  90  percent  of  them  will  replace  com- 
patible IBM  devices,  we  doubt  if  IBM  will  replace  any 
of  ours.  For  several  reasons. 

First,  with  average  access  times  of  30  to  35 
milliseconds,  our  disk  drives  are  twice  as 
fast  as  theirs.  /^\ 

Second,  with  electromagnetic        /"^O 
positioning  instead  of  mechanical 
pawls,  detents  and  gears, 
ours  are  simply  more  reliable. 


And  third,  ours  cost  less.  Ten  percent  less  on  a  year's 
lease  than  IBM's  new,  low-priced  2319  system, to  be  exact. 
What's  more,  we've  announced  a  new  system  of  our 
own,  called  the.  CD  1015/215.  In  addition  to  being  twice 
as  fast  as  anything  IBM  delivers,  it  costs  less  and  stores 
twice  as  much  per  spindle. 

■    CalComp  is  the  leading  independent  disk  drive  producer. 
The  first  independent  to  deliver  a  complete  equivalent 
of  IBM's  2314  syste>n,  in  fact. 

So  naturally,  we  plan  to  produce  a  plug-to- plug 

replacement  for  their  3330  system  when  it  becomes 

available.  On  next-generation  370  computers. 

Meanwhile,  we've  got  about 

40,000  more  disk  drives 

I      on  model  360  computers 

^'^~^     to  shoot  for. 

Before  we  reach  our  peak. 


California  Computer  Products,  Inc. 

Dept,  S-5.  2411  W.  La  Palma  Avenue 

Anaheim,  California  92801 


\ 


WE  REPLACED 
THIS  MANY  IBM  DISK  DRIVES 

LAST  MONTH. 


CALCOMP  SALES  AND 
SERVICE  CENTERS: 

'Albany,  Georgia 

Anaheim,  California 
•Austin,  Texas 

Atlanta,  Georgia 

Boston,  Massachusetts 
"Bridgeport,  Connecticut 
•Charleston,  So.  Carolina 
•Charlotte,  No.  Carolina 

Chicago,  Illinois 

Cleveland,  Ohio 

Dallas,  Texas 

Dayton,  Ohio 

Denver,  Colorado 

Detroit,  Michigan 
'Grand  Rapids,  Michigan 

Hartford,  Connecticut 

Honolulu,  Hawaii 

Houston.  Texas 
•Jacksonville,  No   Carolina 

Kansas  City,  Kansas 

Los  Angeles,  California 
'Miami,  Florida 

Minneapolis,  Minnesota 

New  York,  New  York 
•Norfolk,  Virginia 

Orlando,  Florida 

Philadelphia,  Pennsylvania 

Pittsburgh,  Pennsylvania 
•Portland.  Oregon 
•Salt  Lake  City,  Utah 

San  Diego,  California 

San  Francisco,  California 

Seattle,  Washington 

St   Louis,  Missouri 

Tulsa,  Oklahoma 

Union,  New  Jersey 

Washington,  DC. 

'service  only 

For  complete  information, 
addresses  and  phone  numbers, 
please  ask  for  Bulletin  No.  130. 

CalComp's  CD  22/14  replacement  lor  the 
IBM  2314  system.  Each  2-high  cabinet 
stores  up  to  58  million  8-bit  byte". 


fberfe  of  American  Standard 


A  Phase,  Not  a  Career 

Bill  Eberle  represents  a  relatively 
new  type  in  American  business:  the 
man  who  regards  business  as  only  part 
of  his  career,  a  stage  in  his  seasoning, 
as  it  were.  A  place,  frankly,  to  make 
mone\'  and  a  name.  These  men  don't 
see  business  as  a  life's  work.  Senator 
Charles  Percy  and  Secretary  of  Hous- 
ing &  Urban  Development  George 
Romney  are  examples  of  the  breed. 

William  D.  Eberle,  at  47,  is  chair- 
man of  American  Standard  Inc.  He 
doesn't  expect  to  be  there  forever,  and 
says  so  bkmtly.  "I'm  not  one  for  lean- 
ing back  at  age  47  and  sitting  around 
forever.  It  holds  other  people  up.  If 
you  do  your  job  right  and  your  team 
develops,  a  time  comes  when  you  sim- 
ply have  to  give  things  over  to  them." 

Eberle  has  never  been  one  for  stay- 
ing put:  a  director  of  Boise  Cascade 
at  29,  majority  leader  of  the  Idaho 
House  of  Representatives  at  34  and 
chief  executive  of  American  Standard 
since  he  was  43.  If  he's  such  a  mover, 
what's  he  doing  in  a  tired  old  indus- 
try like  plumbing? 

Well,  it's  a  challenge,  isn't  it?  A 
place  to  make  big  money  if  he  is 
successful.  To  make  a  name  for  him- 
self as  a  solver  of  tough  problems. 

American  Standard  had  plenty  of 
challenge  to  lure  him  away  from  his 
vice  presidency  at  Boise  Cascade. 
Back  ill  1965  when  Boise  was  consid- 
ering a  merger  with  the  big  plumb- 
ing and  heating  company,  American 
Standard  netted  a  mere  3%  on  sales  of 
$553  million.  While  sales  had  risen 
only  8%  during  the  decade  before,  net 
earnings  for  the  same  period  fell  22%. 
Boise  finally  decided  tho.se  kinds  of 
figures  were  too  much  to  handle.  But 
American  Standard's  then-chairman 
Joseph  A.  Grazier  hired  Eberle  as  his 
successor. 

Alas,  Eberle  is  behind  his  schedule. 
Things  haven't  been  going  so  well  for 
the  $1.4-billion  company,  even  though 
Eberle  has  been  liquidating  unprofit- 
able divisions  and  plants  and  putting 
the  money  elsewhere,  diversifying  into 
security  systems  (with  Mosler  Safe 
Co.),  lancl  development  (Wm.  Lyon 
Development  Co.),  transportation  sys- 
tems and  graphic  arts. 

Last  year,  American  Standard's 
operating  net  dropped  63%  to  $13 
million  from  $35  million  in  1969, 
even  though  sales  rose  from  1969's 
$1.3  billion.  Be  sure  of  one  thing: 
Eberle  won't  be  leaving  until  those 
numbers  look  better.  It  wouldn't  look 
good  on  his  record. 

Still,  he  seems  to  be  preparing  for 
the  day  when  he  can  leave.  This  year 


A  Little  In  Reserve.  William 
D.  Eberle  didn't  g/Ve  up  every- 
thing when  he  came  East.  As 
he  pufs  if,  "About  the  last  place 
you  make  big  money  is  as  the 
head  of  a  big  corporation." 
His  brother  still  runs  the  fam- 
ily law  firm  back  in  Boise.  And 
the  American  Standard  chief 
executive  also  has  sizable  Ida- 
ho real  estate  holdings  plus 
the    Hertz    franchise    in    Boise. 


he  named  William  Marquard  (from 
Mosler)  president  and  chief  operating 
officer— a  move  that  destroyed  the 
Office  of  the  President  he  had  created 
a  few  months  earlier.  "I  had  a  man  I 
thought  would  be  a  successor,  and  1 
wanted  to  put  him  in  that  position." 

Quite  obviously,  politics  still  beck- 
ons for  Bill  Eberle.  He  is  now  co- 
chairman  of  John  Gardner's  Common 
Cause  and  a  member  of  the  President's 
Pollution  Council,  among  others.  And 
the  list  will  doubtless  grow. 

"I  have  no  firm  future  plans,"  he  in- 
sists, however.  "Something  will  come 
along  that  I  want  to  do." 

Question:  Does  a  man  in  a  hurry- 
as  Eberle  clearly  is— have  the  com- 
mitment necessary  to  turn  around  a 
big  company  so  it  will  stay  turned 
around?  Remember  the  "turnaround" 
at  American  Motors  under  George 
Romney?  Later  it  seemed  as  if  he  had 
got  out  just  in  time.   ■ 
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Baiten  of  J.  C.  Penney 


Whafs  Good  for  the  Country . . . 


"\\\:  are  thinking  unaccustomed 
thoughts."  J.C.  Penney  Chairman  Wil- 
liam M.  Batten  would  not  only  agree 
with  AT&T's  Haakon  Romnes  on  that, 
but  would  add,  "doing  unaccustomed 
things."  Batten  expects  to  see  his  re- 
tailing giant  (1,937  .stores,  revenues: 
$4.1  billion)  get  into  the  bu.siness  of 
city  planning. 

Batten  doesn't  regard  this  as  cor- 
porate philanthropy  or  do-goodism. 
He  thinks  he's  being  practical.  The 
costs  of  expansion  are  so  huge  that 
Penney  can  no  longer  gamble  on 
building  a  store  and  hoping  that  cus- 
tomers will  come.  Batten  thinks  tlie 
time  has  come  when  Penney  will  not 
only  be  building  stores  but  markets  as 
well.  Hence  town  planning.  By  build- 
ing living  and  working  areas  around  a 
Penney  center,  the  company  helps  to 


assure  itself  that  it  will  ha\'e  a  market. 

This  first  phase  of  the  61-\'ear-old 
cliief  executive's  plan  is  already  under 
construction  in  Colorado  Springs, 
where  the  company  bought  a  140- 
acre  segment  of  tlie  city.  "The  Cita- 
del," as  the  segment  is  called,  in- 
cludes a  shopping  center,  office  build- 
ings, playgrounds  and  apartments 
around  a  giant  Penney  store. 

Batten  is  accustomed  to  thinking 
in  these  sweeping  terms.  In  1957  he 
sent  a  memo  to  the  board  of  direc- 
tors. The  son  of  a  \Vest  Virginia  gen- 
eral store  owner,  who  started  with 
Penney  as  an  extra  salesman  45  vears 
ago.  Batten  was  then  assistant  to  the 
president.  In  his  memo  he  bluntly  told 
the  directors  that  the  company  was 
more  in  tune  with  the  way  things 
were  than  the  way  they  were  going  to 


New  Insights.  When  he  was  a 
youngster  helping  mind  his  fa- 
ther's store,  William  Batten 
thought  of  retailing  as  long  hours 
and  basic  inefficiency.  But  study- 
ing it  in  college,  he  saw  it  instead 
as  a  way  to  be  involved  in  peo- 
ple's lives.  "I  thought  if  I  could 
be  part  of  a  system  where  econo- 
my of  scale  could  help  raise  the 
standard  of  living,  this  was  a  so- 
cial contribution."  This  insight 
plus  family  background  put  Bat- 
ten in  one  of  retailing's  top  jobs. 


be.  "You  never  know  when  you  do 
things  like  that,"  he  says,  "whether 
they  will  throw  you  out  or  promote 
you.  But  you  don't  worry  about  it." 

They  didn't  throw  him  out.  The 
board  made  Batten  president  the  next 
year— and  the  company  has  never 
been  the  same.  It  began  offering  con- 
siyiier  credit  in  its  traditionally  cash- 
only,  soft-goods  stores.  Next  came 
auto  service  centers,  discount  stores 
and  hard  goods.  Later  came  super- 
markets and  a  drugstore  chain,  and 
then  detailed  planning  of  a  whole 
range  of  Penney  stores— one  type  to  fit 
every  market. 

Once   he    took   over.    Batten    never 
looked  back.  He  had  no  doubts  about 
what   he   was   doing— not   because   he  , 
is   an   arrogant  man,   but  because  he  i 
is  a  careful,  thorough  one,  a  true  be-  .1 
liever  in  detailed  study.  "Then  the  de- 
cisions just  leap  out  at  you,"  he  sa\'s. 
"We  haven't  had  a  vote  on  anything 
since  I've  been  here." 

The  transformation  that  Batten 
started  is  reflected  in  tlie  Forhes 
Yardsticks  of  management  perfor- 
mance {Jan.  1,  1971):  Penney's  five- 
year  average  return  on  equity  was 
'l8.5%-yvhich  is  higher  than  that  of 
archrival  Sears,  Roebuck. 

Does  Batten's  move  toward  new 
towns  mean  Penney  is  dropping  out  of 
the  old  core  cities?  No.  "One  thing 
you  must  be  aware  of,"  says  Batten, 
referring  to  the  abandonment  of  the 
cities  by  so  many  top  corporations,  "is 
the  pitfalls  of  copying  the  current 
trend  just  because  the  big  companies 
might  be  doing  it."  Batten  feels  tlie 
economy  of  the  country  cannot  be 
healthy  if  most  of  its  core  cities  are 
sick.  And  he  is  reluctant  to  throw 
away  a  potential  customer— rich  or 
poor,  white  or  black.  He  sees  tlie 
downtown  areas  being  changed  in 
tlie  future  with  malls  and  improved 
transportation.  The  way  he  sees  it, 
learning  to  operate  in  depressed  urban 
areas  is  good,  practical  experience. 

Batten  sees  everything  in  a  sort  of 
didactic  double  light.  As  chairman  of 
the  Business  Council,  he  feels  that 
business  and  government  must  have  a 
much  closer  working  relationship. 
"The  go\'ernment  should  provide  fi- 
nancial incentives  to  a  company  to 
locate  in  a  certain  area.  You  use  go\- 
ernment  policy  to  cause  business  to  do 
something  that  just  on  the  basis  of 
sheer  economics  it  couldn't  do.  This 
might  turn  out  to  be  tlie  cheapest 
way  for  the  taxpayer." 

in  a  .sense,  William  Batten  has 
answered  the  (juestion:  Where  should 
bu.siness  stand  on  social  responsibili- 
ty? To  Batten,  "society"  means  "cus- 
tomers." Social  re.sponsibilit)  to  him 
simpK  means  preparing  the  company 
for  the  future.    ■ 
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why  National  Lead 
is  changing  its  name  to 

N  L  Industries,  Inc. 


Dn  April  15th,  National  Lead  shareholders 
approved  a  resolution  to  change  the  company 
lame  to  N  L  Industries,  Inc.  From  now  on, 
hat's  how  you'll  find  us  listed,  that's  the  name 
you'll  see  on  our  product  lines. 

Jke  many  diversified  companies  these  days, 
/ve  discovered  our  old  name  no  longer  reflected 
current  operations  or  future  plans.  With  annual 
>ales  approaching  a  billion  dollars,  our 
operations  have  broadened  to  encompass  a 
/vide  variety  of  products  and  services  for 
:oday's  essential  industries. 

^r  more  information  on  what  vye're  doing, 
/vrite  for  our  annual  report.  N  L  Industries,  Inc., 
11  Broadway  New  York,  New  York  10006. 


1970  CONSOLIDATED  SALES 


INDUSTRIES 


Industry  just  wouldn't  be  the  same  without  us 


Effective  April  19th, 
lur  New  York  Stock  Exchange  symbol  changes  from  LT  to  NL 


n 

Metals  and  Bearings 
(33%— $301  million  In  sales.) 

We  supply  many  basic  metals  such  as  zinc,  tin,  antimony, 
cadmium  and  primary  lead.  Also  a  wide  range  of  finished 
products  and  components.  Among  them;  radiation  shield- 
ing; screws,  bolts  and  metal  fasteners;  railroad  and  other 
bearings;  steel  containers;  and  aluminum  extrusions  for 
aircraft.  We  also  supply  precious  metals,  and  associated 
chemicals  for  photographic  and  other  uses. 


Titanium  Pigments 
(23% -$208  million  in  sales.) 

These  are  the  pigments  that  maVe  and  keep  paint,  paper 
and  plastics  white  and  bright.  Employing  both  the  sul- 
phate and  chloride  manufacturing  processes,  we're  the 
world's  leading  producer  of  titanium  pigments. 


Die  Casting 
(15%  — $140  million  in  sales.) 

We're  the  world's  leading  custom  producer  of  die  cast- 
ings,  worlting  in  aluminum,  zinc,  magnesium  and  brass- 
making  parts  and  assemblies  for  appliances,  business 
machines,  aircraft,  motor  vehicles,  lawn  mowers  and  many 
other  industrial  and  consumer  needs. 


^ 


Chemicals  and  Plastics 
(11%— $104  million  in  sales.) 

This  area  includes  anticorrosive  pigments,  stabilizers, 
gellants,  flame  retardants,  battery  oxides,  and  extender 
pigments— for  the  paint,  plastics,  ink,  electronic  and 
adhesive  industries.  We  also  produce  custom  injection 
molded  plastic  products. 


Oil  Well  Materials  and  Services 
(10%— $90  million  in  sales.) 

Oil  is,  of  course,  one  of  the  most  vital  of  today's  products. 
We  supply  unique  and  essential  drilling  materials,  chem- 
icals and  engineering  services  to  the  petroleum  industry. 


Other  Products 
(8%  —$73  million  in  sales.) 

other  products  we  make  include  Dutch  Boy  paints,  electro- 
ceramic  materials  for  electronics  manufacturers  and  spe- 
cialized high  temperature  refractory  materials  One  of  our 
divisions  provides  special  dies  and  tooling  for  Detroit's 
prototype  cars.  We  also  meet  a  broad  range  of  nuclear 
fuel,  shielding  and  shipping  needs. 


Kaiser  of  Kaiser  Industries 


Build,  Don't  Buy 

Funny,  it  doesn't  seem  like  a  con- 
glomerate, but  Kaiser  Industries  is 
about  as  conglomerate  as  you  can  get: 
broadcasting,  aluminum,  cement,  gyp- 
sum, construction,  real  estate,  iron  ore 
and  a  big  block  of  American  Motors 
stock.  The  reason  Kaiser  Industries 
doesn't  have  the  conglomerate  image 
is  that  it  almost  never  makes  acquisi- 
tions. It  starts  its  businesses  almost 
from  scratch.  Interesting.  While  con- 
glomerate after  conglomerate  has  fall- 
en on  its  face.  Kaiser's  sales  during  the 
Sixties  rose  178%  and  it  began  to  show 
good  earnings  gains,  until  its  trou- 
bles hit  last  year  (Forbes,  Mar.  15). 

There's  a  strong  moral  here  for 
every  businessman  who  has  made  ma- 
jor acquisitions  and  lived  to  regret  it. 
Says  Edgar  Kaiser,  son  of  Kaiser'.s 
founder  and  now  its  chairman :  "If  you 
buy  a  business,  you  can't  help  but 
get  something  that  is  a  little  bit  out  of 
date.  But  if  you  can  build  the  busi- 
ness, you'll  build  it  with  the  most 
modern  stuff.  You  start  out  ahead  or 
equal  with  the  best  in  the  field. 

"Anyhow,"  Kaiser  goes  on,  "I  don't 
think   my    father   ever   said    to    him- 


self, T  want  to  be  big,'  or  'I  want  to 
make  a  lot  of  money.'  We've  gone  into 
everything  for  a  reason." 

If  there  is  one  thing  that  is  unique 
about  the  Kaiser  organization,  it  is 
the  way  it  starts  new  businesses.  Not 
as  diversification  for  an  existing  busi- 
ness, but  from  the  ground  up  as  a 
separate  outfit.  This  is  the  way  Kaiser 
has  always  operated.  There's  a  ration- 
ale behind  it.  "It  helps  build  a  cross 
section  of  viewpoints  that  rubs  off 
from  one  company  to  another,"  says 
Edgar.  There's  a  subtle  but  real  dif- 
ference, he  feels,  between  running  Kai- 
ser Steel  Corp.  and  simply  running 
the  steel  division  of  Kaiser  Industries. 

These  ideas,  this  spirit,  were,  of 
course,  part  of  the  late  Henry  J.  Kai- 
ser's legacy  to  his  son.  But  old  Henry 
left  his  son  a  burden,  too.  "He  was 
great.  He  was  strong,"  says  Edgar, 
"and  I  loved  him." 

Now  comes  the  but:  "But  it  took 
me  a  long,  long  time  to  come  to  the 
decision  that  I  couldn't  operate  the 
way  he  did.  My  mother  helped  me 
with  that  a  great  deal.  She  said,  'Until 
you  stop  worrying  about  being  like 
your  father,  and  take  on  being  your- 
self, you're  going  to  be  unhappy.'  " 

To   "be   himself,"   Edgar   has   been 


taking  Kaiser  global  since  the  Fiftil 
something  his  father  never  wanted ' 
do.  "I  think  that  this  has  been  n 
greatest  contribution  to  the  compan)j 
says  Edgar.  Doing  so,  he  has  made  j 
example  out  of  himself  for  other  Ka 
ser  people,  traveling  some  250,0( 
miles  a  year,  working,  working,  wor' 
^  ing.  For  years  he  has  spent  only  abo^ 
^25%  of  his  time  in  Oakland,  Calif.,  t! 
family  home,  15%  in  New  York,  whe 
he  (like  so  many  other  top  men)  h,j 
a  Waldorf  Towers  apartment,  and  t] 
remaining  60%  roaming  the  world.  I 
even  has  a  specially  made  watcl 
two  watches  welded  together,  one 
Oakland  time,  one  on  the  time  wh«! 
ever  he  happens  to  be. 

Now  that  he  has  proved  himse 
Edgar's  thoughts  turn  increasingly 
his  own  succession.  How  can  he  pi 
petuate  the  spirit  that  helped  bu' 
Kaiser  in  the  first  place  and  ke 
what  he  calls  "that  personal  feelin 
in  all  the  people  in  all  his  corpo 
tions?  The  spirit  and  the  feeling  tl 
gives  Kaiser  men  the  courage  to  bu 
on  their  own  rather  than  take  t 
easy  way  of  making  acquisitions?  I 
no  one  is  more  aware  than  Henry  K 
ser's  son  that  corporate  greatness 
built  not  by  rules  nor  money  nor  br 
and  mortar,  but  by  men  and  th 
motivations.  ■ 


"I've  Got  A  God-Given  Name,"  Edgar 
Kaiser  once  said  of  the  legend  he  in- 
herited from  his  father,  the  late  Henry  J. 
(lower  right).  "Dad  built  a  lot  of  bridges 
and  he  built  one  for  me,  too."  Indeed, 
Edgar  Kaiser's  passion  for  building  some- 
thing, anything,  was  ingrained  early.  It 
started  when  he  dropped  out  of  college 
in  the  early  Thirties  and  took  his  first  job 
in  a  family  dam  project.  Is  Edgar  build- 
ing bridges  for  another  generation  of  Kai- 
sers? Perhaps.  One  of  Edgar's  three  sons, 
Edgar  F.  Kaiser  Jr.,  already  is  working 
for  Kaiser  companies,  (the  other  two  are 
in  the  Navy  and  Air  Force).  Now  28,  Ed- 
gar Jr.,  too,  was  literally  born  into  the  busi- 
ness while  his  father  was  running  the  fam- 
ily shipyards  in  Portland,  Ore.  A  graduate 
of  Stanford  University  and  the  Harvard 
Business  School  and  a  former  White 
House  Scholar,  Edgar  Jr.  worked  in  var- 
ious Kaiser  companies  during  summer  va- 
cations, now  is  manager  of  resources  de- 
velopment for  Kaiser  Steel  Corp.,  the  Kai- 
ser empire's  most  important  unit.  Will  he 
rise  to  the  top?  Maybe  yes,  maybe  no,  says 
his  father.  "I  hope  so.  I  think  he  likes  the 
business.  He's  had  a  pretty  good  record  so 
far."  Edgar  Jr.  started  working  full  time  in 
December  1969,  after  a  stint  in  Vietnam. 
"It  depends  on  whether  or  not  he  earns  his 
way,"  says  Edgar  Sr.  "He's  naturally  got 
'he  same  opportunity  that  I  had  under  my 
father.  He's  also  got  a  God-given  name." 
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In  1923,  diphtheria  choked  the  lifeout  of  thousands 
Df  childrenThey  could  have  been  saved. 


Fifty  years  ago,  many 
mothers  were  as  frightened  by 
the  injection  to  prevent  diph- 
theria, as  the  disease  itself. 

They  weren't  sure  what 
the  inoculation  would  do,  ex- 
cept hurt.  To  many  of  them, 
tying  a  bag  of  garlic  around  a 
child's  neck  made  more  sense. 

So  they  would  not  have 
their  children  immunized. 

And  children  continued 
Ito  die.  When  they  could  have 
[been  saved. 

Then  in  1923,  Metropoli- 


tan Life  gave  its  agents  a  special 
assignment.  To  persuade 
mothers  to  get  their  children 
immunized.  Whether  their 
family  was  insured  by  Metro- 
politan Life  or  not. 

So  agents  spoke   t  o 
mothers  in  home  after  home. 

And  when  words  didn't 
work,  a  picture  did.  Agents 
carried  with  them  snapshots 
of  their  own  children  being  in- 
oculated by  a  doctor. 

In  time,  a  diphtheria  inj  ec- 
tion  became  as  accepted  as  a 


routine  X-ray. 

Since  then,  we've  spread 
the  word  about  vaccinations 
against   smallpox,   tetanus, 
whooping  cough,  polio,  mea- 
sles and  now  rubella. 

So  that  today,  mothers 
just  read  about  diseases  like 
diphtheria  and  smallpox,  in- 
stead of  watching  their  chil- 
dren die  from  them. 

>^  Metropolitan  Life 

We  sell  life  insurance. 
But  our  business  is  life. 


of  Coca-Cola 


The  Uses  of  Adrenaline 


A  Bkitish  newspaper  once  comment- 
ed it  was  a  slianie  that  a  man  of  J. 
Panl  Austin's  intellect  should  be  con- 
tent with  iLinning  a  soft  drink  compa- 
n\.  This  comment  tells  more  abotit 
what  is  wrong  with  British  industry 
than  it  does  about  Austin  and  the 
Coca-Cola  Co.:  In  Britain,  men  of 
Paul  Austin's  caliber  aren't  willing  to 
run  soft  drink  companies.  Austin,  56, 
a  graduate  of  Harvard,  former  Ohm- 
pic  rower  and  FT  boat  commander, 
treats  his  job  as  a  tremendous  intel- 
lectual and  personal  challenge. 

As  he  puts  it:  "Every  day  is  like  the 
da\'  before  the  big  game." 

Or,  again:  "It's  analogous  to  the 
violin:  If  the  strings  are  just  hanging 
there,  vou  don't  have  music.  But  ap- 
ply the  right  amount  of  tension  and 
a  pair  of  hands  that  know  how  to  use 
the  instrument— then  you  really  have 
something.  "  How  can  tension  be  a 
good  thing  in  business?  It's  good  for 
the  adrenaline. 

Running  a  company  like  Coke  might 
seem  an  executive's  dream.  Actually, 
it  is  a  ver\'  demanding  job,  because 
managing  success  is  in  many  ways 
harder  than  reversing  failure:  Lack- 
ing the  day-to-dav  crises,  manage- 
ment must  use  other  means  to  keep 
the  adrenaline  flowing. 

An  executive  who  makes  it  through 
the  ranks  to  Paul  Austin's  team  is  one 
who  can  stand  the  tension.  Committee 
meetings  are  characterized  by  intense 
intellectual  exercises  and  participa- 
tion, Austin  savs.  "We  really  zero  in  on 
a  problem,  pull  all  the  legs  off  the 
centipede  and  see  what  he's  like,  and 
then  everyone  is  expected  to  ha\e 
strong  opinions   on   how  to   go   about 


doing   something   until   it's   resolved." 

Sure,  business  is  good.  With  41%  of 
the  soft  drink  market,  Coke  has  had 
uninterrupted  earnings  gains  for  the 
past  15  years.  But  in  the  past  couple 
of  years,  Austin  has  had  plenty  of  op- 
portunity to  pull  the  big  problems 
apart  and  face  them  head  on.  He  has 
had  to  deal  with  a  promotional  bingo 
game  scandal,  widespread  publicity 
about  the  living  conditions  for  Minute 
Maid's  migratorv  citrus  laliorers,  the 
Federal  Trade  Commission's  charge 
tliat  Hi-C  advertising  was  making 
false  claims,  and  the  cries  of  millions 
of  environmentalists  who  deplore 
Coke's  one-wav  bottles  and  cans.  In 
short,  the  whole  consumerist-environ- 
mentalist  social  ferment. 

Austin,  by  and  large,  has  handled 
himself  well.  Instead  of  trying  to  de- 
fend the  company's  position  before 
Senator  Walter  Mondale's  subcommit- 
tee on  migratorv  labor  last  year,  he 
admitted  that  living  conditions  were 
indeed  deplorable.  He  proceeded  to 
establish  a  plan  that  included  health 
and  life  insurance,  higher  pay,  new 
homes  and  dormitories,  child-care 
centers,  preschool  training  and  adult 
education  and  a  restructuring  of  the 
job  toward  a  full-time  basis. 

Ecologv,  however,  presents  a 
tougher  situation. 

What  will  Coke  do,  for  example, 
about  litter?  "If  everybody  would  be 
happ\'  and  content  to  go  back  to  re- 
cycling of  the  glass,"  Austin  says  of 
the  old  returnable  bottles,  "the  old 
SNStem  would  work  beautifullv.  But 
that's  not  going  to  happen,  because 
millions  of  people  want  the  one-wav 
containers."  What,  then?  "You  must 
try  to  educate  the  public  at  large  to 
be  neat,"  Austin  says.  But  is  the  re- 
sponse sufficient  to  the  problem? 

So  far,  the  only  such  education  has 
been  an  advertising  campaign  that 
featured  prett\  girls  leaning  over  to 
pick  up  bottles  saying,  "Bend  a  little," 
and  the  distribvition  of  an  ecolotlN'  kit 


Baneful  Boon.  The  nonreturnable  boitle 
is  both  a  boon  and  a  bane  fo  J.  Paul 
Austin  and  the  Coco-Co/a  Co.  Discontinue 
it  and  Coke  risks  alienating  the  consumer. 
Continue  with  it  and  Coke  courts  the  ire 
of  the  ecologists.  The  trouble  is  that  the 
consumers  and  the  ecologists  are  the  same 
people.  Thus  Austin  is  caught  in  the 
middle  of  the  growing  conflict  between 
the  long-inculcated  American  preference 
for  ease  and  convenience  and  the  newer 
dedication     to     a     cleaner     environment. 


J 
to  the  bottlers.  The  fact  that  Col 
bottlers  are  independent  complies 
the  situation  somewhat.  In  the  e 
"education"  may  not  be  enough. 

Thus  does  Coke's  very  success  ca 
it  problems.  "Every  day  is  like  the  ( 
before  the  big  game."  Austin  doe: 
feel  either  the  company  or  the  com, 
has  the  problems  licked.  Far  from 
He's  worried  about  the  big  pict 
for  wages  and  prices  and  about  i 
dividual  Americans'  attitudes  towj 
their  jobs:  "I  don't  know  either  li 
long  we  [U.S.  industrv]  can  maini 
our  competitive  stance.  It's  a  \ 
serious  situation  for  this  country." 

Serious,  he  savs,  because:  "\^ 
kind  of  national  trauma  occurs  t 
nation  that  has  always  been  on 
and  then  comes  bobbing  up  No.  T 
I'm  not  speaking  of  losing  the  [\i 
nam]  tear;  I'm  talking  about  becoiB 
No.  Two  by  attrition  of  the  econo 
system  that  built  it.  Then  how  c 
everybody  look  at  each  other  on 
street?  I'm  asking  questions.  I  d 
know.  I  don't  feel  good  about  it." 

His  concern  for  the  future  of 
American  enterprise  system  helps 
plain  why  he  doesn't  feel  he's  was 
his  talents  running  a  soft  drink  c 
pany.  Expressed  by  Paul  An 
though,  his  concern  doesn't  seem  ] 
pessimism.  It's  like  the  adrenaline- 
ducing  tension  a  real  wiimer  bi 
up  on  the  eve  of  the  big  match. 
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A  few  months  ago 

you  could  operate  the  SCM  111 

for  21%less  than  the  Xen)x720. 

Now  it's  31%less. 

Last  year,  we  ran  the  ad  below.  It  simply  stated  that  you 
ould  operate  the  SCM  111  copier  for  21%  less  than  the  Xerox  720. 
The  ad  got  us  a  flock  of  customers. 


Then  Xerox  did  a  strange  thing:  they  raised  their  prices. 

So  we  made  the  same  comparison  again.  Now— at  7000  copies 
er  month  and  5  copies  or  less  from  each  original— the  SCM 
perating  costs  (on  the  same  12  month  Copy  Service  Agreement) 
re  31%  less. 

And  here's  the  kicker. 

Xerox  can  raise  prices  again  on  one  month's  notice  to  its 
ustomers.  SCM,  however,  will  guarantee  prices  against  an  in- 
rease  for  up  to  two  years. 

If  interested,  call  an  SCM  representative  and  he'll  show  you 
low  our  copier  is  faster,  holds  more  paper  and  takes  up  less  floor 
pace  than  the  Xerox  720.  He'll  show  you  how  we  don't  require 
pecial  wiring  (Xerox  does).  And  he'll  show  you  the  very  latest 
est  savings. 

After  all,  yesterday's  21%  is  today's  31%.  Who  knows  about 
omorrow?  rj^^  gc]yj  ^^  ggg 

Wfe  made  it  to  be  better. 


SMITH  CORONA  MARCH  ANT 

DIVISION  OF   SCM   CORPORATION 


The  Hard  Way  To  Be  a  Hero 


By  implication  President  Nixon  ac- 
cuses you  of  being  a  rank  inflationist, 
and  The  New  York  Times  groups  you 
with  "clumsy  oligopolists."  How  do 
you  feel  when  you  go  home  at  night? 

"I  look  on  it  as  an  occupational 
hazard,"  says  Stewart  S.  Cort.  He 
smiles  as  he  says  it,  but  the  smile  looks 
a  bit  forced.  Let's  face  it:  The  chair- 
man of  Bethlehem  Steel  Corp.  is  up- 
set. He's  upset  that  the  U.S.  Govern- 
ment is  attacking  the  steel  industry 
at  the  very  moment  the  Japanese 
government  is  going  all  out  to  help 
its  industry. 

Didn't  the  U.S.  Government  get  the 
Japanese  to  agree  to  limit  their  steel 
exports  to  the  U.S.?  Yes,  says  Gort, 
but  the  deal  had  a  snapper  in  it:  a 
clause  that  could  enable  the  Japanese 
to  grab  most  of  whatever  growth  the 
U.S.  market  yields  over  the  next  few 
years. 

Then  there's  the  pollution  situation. 
Bessie,  Cort  points  out,  has  spent 
$200  million  on  pollution  abatement, 
and  the  operation  of  the  facilities  adds 
$20  million  a  year  to  its  costs.  "We 
estimate  that  in  the  next  five  years  we 
will  have  to  spend  another  $250  mil- 
lion and  add  another  $25  million  to 
operating  costs.  None  of  this  contrib- 
utes to  product  quality  or  productiv- 
ity. It's  just  a  necessary  negative." 
This  being  so,  Cort  wants  to  know, 
why  doesn't  the  Administration  help 
pick  up  the  tab-with  tax  concessions 
or  fast  write-offs?  "But,"  he  says, 
sadly,  "they  told  us,  in  effect,  to  get 
it  out  ol  tiu'  consumer." 

Which  l)rings  Cort  to  t!;e  real  nub 
of  his  argument  with  the  Go\ernment. 
"We're  willing  to  get  it  From  the  con- 
sumer if  that's  what  the  Government 
wants,  but  how  can  we  if  th.c\'  chal- 
lenge every  price  increase  wr  make?" 

Cort  denies   that  the  Jap;i'  .-• 

more    efficient.    "Evervone    ov.    i  ,  ', ; 
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that  the  financial  structure  of  the  U.S. 
steel  industry  is  entirely  different. 
We're  about  25%  debt  and  75%  equity, 
while  the  rest  of  the  world  is  just  the 
reverse.  The  Japanese  can  make  a 
fine  return  on  their  relatively  small 
equity  even  with  a  net  profit  of  2.5 
cents  on  the  sales  dollar.  We  net  3.5%— 
40%  more— and  yet  we  look  like  bums." 
The  explanation  is,  he  says,  that  the 
Japanese  government  gives  its  industry 


"Our  philosophy  used  to  be: 
Sfay  ouf  of  fhe  press,  stay  oui 
of  Washington,"  says  Bethle- 
hem Steel's  Stewart  S.  Cort. 
"But  you  can't  stay  out  today 
just  because  you  don't  like  the 
rules."  The  steel  industry  is 
finding  it  must  frequently  play 
by    the    other    fellow's    rules. 


the  kind  of  support  that  enables  it 
go  out  on  a  financing  limb;  the  U 
industry,  operating  in  a  genuine  proi 
and-loss   environment,   wouldn't  d 
incur  all  that  debt.    (Debt  money 
so  much  cheaper  than  equity  moni 
Bessie    recently    sold    at    only  aboli 
seven  times  the  average  of  its  eai 
ings  for  the  past  five  years;   at  tli 
price,    equity    financing    would    (X  | 
Bessie  close  to   15%  after  taxes;  b^^ 
rowed  money  would  cost  only  aboi ' 
4%  after  taxes. ) 

Under    these    circumstances.    Cor 
has  no  illusions  about  his  chances  (1^ 
looking  like  one  of  the  heroes  of  Ulll 
industry.   He  is  resigned  to  spendili 
his  span  in  the  executive  suite  keepin 
the  company  competitive  and  lean  i 
the  kind  of  inflationary  period  whe 
it  simply  cannot  look  good  to  outsidet 
"I   plan   to   see   we   stay   healthy  an 
modern,  and  we're  ready  at  the  starj 
ing  blocks  when  we  get  the  kind  i 
economy  that  we  can  prosper  in." 

First  of  all,  that  would  be  an  ecw 
omy  that  would  not  require  scap 
goats  for  inflation. 

"Inflation  is  tearing  at  the  fabr 
of  the  nation,  and  one  way  or  anoth( 
it's  got  to  slow  down.  I  don't  think  tl 
fiber  of  the  country  can  take  rampa 
inflation  indefinitely. 

"In  the  mid-Fifties  we  were  enjo 
ing  fairly  reasonable  wage  increas 
at  least  within  the  parameters  of  0 
productivity  increases.  It  was  a  gol 
en  era.  I  can  hardly  wait  for  the  n€ 
one  to  begin. " 

So  Stewart  Cort  is  praying  for  bi 
ter  understanding  from  Washingt( 
and  a  more  stable  economy.  Witho 
these,  there  isn't  all  that  much  he  c; 
do  about  earnings.  Except,  of  cour 
for  what  he  is  already  doing:  spendi 
hea\'ily  on  plant  and  equipment 
that  Bessie  will  be  ready  when  t 
times  are. 

What  kind  of  record  will  C( 
leave  behind  him  at  this  proud  c 
company?  All  you  can  say  is  that 
the  executive  suite,  as  elsewhe 
heroes  are  made,  not  born.  ■ 
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ausen  of  Bank  of  America 


My  Security 
lanket" 

)\\    do  vou  get  to  be  head  of  the 
gest  bank  in  the  Free  World  at  the 
of  46?  Asked  that  question,  AW", 
usen,   who  took  over  as  chief  ex- 
ti\e  officer  of  San  Francisco's  Bank 
America  last  year,  smiles:  "You  al- 
vs    trv    to    sa\    good    things    about 
r  boss.  That  \va\-  he  will  get  pro- 
ted,  and  you  will  get  promoted  to 
job."    Tom    Clausen    isn't    being 
etious.     It's    his    offhand    way    of 
ing  that  in   a  company   as  big  as 
A  \()u  pla\  on  a  team;  what's  good 
\()ur    boss    is    good    for    \ou    and 
\ersa.  "I  was  always  doing  that 
d  of  politicking,"  he  says. 
t    took    Clausen    20    \ears    to    rise 
1  trainee  to  president.  "Climbing 
loan  ladder,"  as  he  puts  it,  Clau- 
inade  his   mark   putting   together 
ie   of    the   bank's    biggest    interna- 
1  financing  deals  during  the  Si.x- 
One  of   them   involved   a   S246- 
Uon   Eurodollar  financing  package, 
kind     of    international    '"senture 
king "  he  wants  to  pursue  now  that 
is   head    man.    Deals   that   big   re- 


la 


Clausen  of  Bank  of  America 


quire   teamwork.   Tlies'   can't   be   bril- 
liant coups  b\  one  man. 

Since  the  head  of  the  BofA  can't 
nm  evervthing  by  himself,  C^lausen 
sees    the    biggest    part    of    his    job    as 


keeping  informed,  in  touch.  No  easy 
matter  when  you  have  40,000  em- 
ployees, $30  billion  in  assets  and 
1,086  branches  all  over  the  world. 
"You  have  to  get  out  amongst  your 
people.  Last  year  I  met  and  shook 
hands  with  more  than  7,000  of  our 
officers  in  the  bank  here  in  California 
through  a  series  of  16  dinners." 

Clausen,  headquartered  in  San 
Francisco,  thinks  that  the  time  dif- 
ferential between  Wall  Street  and  the 
West  Coast  works  to  his  advantage. 
"By  the  time  I'm  in  my  office  at  8:30 
a.m.  our  time,  I  know  what's  happen- 
ing in  the  opening  market,"  he  says. 
"On  my  way  in,  I  always  check  what 
the  stock  market  is  doing,  what  the 
bill  market  is  doing,  what  the  bond 
market  is  doing,  what  rates  are  doing 
in  commercial  paper— all  the  financial 
factors.  If  I  didn't  do  it,  I'd  feel  kind 
of  lost,  since  I  came  up  the  financial 
route— like  going  to  bed  with  my  shoes 
on.  The  reading  of  financial  informa- 
tion is  my  security  blanket." 

After  all,  you  can't  respect  your 
boss  if  \()u  never  see  him,  or  if  he 
doesn't  know  what's  going  on.  So 
that's  the  guts  of  Clausen's  job:  keep- 
ing visible  and  informed,  if  the  cap- 
tain of  a  team  this  big  can't  run  the 
dav-to-da\'  business,  he  darned  well 
better  keep  taps  on  those  who  do.   ■ 
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HERE'S  NEBRASKA'S  SPACE  PROGRAM 


The  spacious  Omaha-Soutineast  Nebraska  area  offers  you  plenty 

for  industrial  expansion 
1,715  acres  of  available  space  in  newly  or  fully  developed 

industrial  parks. 
13  counties  witti  almost  unlimited  raw-site  availability. 
Over  100,000  sq.  ft.  of  new  warehousing  and  manufacturing  space 
for  immediate  use  in  your  distribution  plans. 
14  different  industrial  tracts  in  Omaha  area  alone 
ranging  from  16  to  558  acres. 
Wide  selection  of  spec  buildings  in  urban 
as  well  as  rural  settings. 
Keep  us  in  mind  when  your  current  space  program  is  tight. 

Omaha  Public  Power  District 

Area  Development  Department  •  1623  Harney  Street 
Omaha,  Nebraska  68102  •  (402)  341-3100  Ext.  292 


Area  DevelopmenI  Department,  OPPD, 
1623  Harney  Street,  Omaha,  Nebraska  68102. 

/  would  like  information  on  Omaha-Southeast 
Nebraska     In    strictest    confidence,  of  course. 
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Jamieson  and  Brisco  of  Jersey  Standard 


J 


A  Genius  Can  Look  Like  a  Bum 


How  DDKS  IT  FEiiL  to  be  tlic  top  men 
in  the  world's  most  complicated  oi- 
gamzation?  Forbes  put  the  question 
to  John  Kenneth  famieson,  chairman, 
and  Milo  M.  Brisco,  president,  of  the 
Standard  Oil  Co.  of  New  Jersey. 

"Mike"  Brisco  took  the  question; 
"You  must  change  perspective  when 
\()u  get  to  the  top.  VNHien  you're 
iurther  down  in  the  organization  and 
\()n  ha\e  a  proposal,  you  try  to  sell  it 
to  top  management.  At  the  top  your 
job  is  different.  You  have  to  weigh  all 
the  pros  and  cons  and  look  for  the 
alternatives. 

"Above  all,  \()ii  have  to  resist  the 
pressures  that  are  on  you,  internal  and 
external,  and  through  them  all  keep 
\onr  cool."  How  does  a  chief  execu- 
tive know  whether  he  has  been  suc- 
cessful? jack  jamieson  thought  about 
the  (juestion  for  a  moment;  "It  is  a 
\er\  difficult  thing  to  judge  a  man 
running  a  very  successful  corpora- 
tion,' jamieson  finalK  replied.  "He 
ma\  harvest  a  crop  for  reasons  o\er 
which  he  doesn't  have  much  control. 
That  can  make  him  look  awfulK  good, 
better  than  he  is,  but  some  other  fel- 


low fighting  some  dogg)'  outfit  may  be 
doing  a  much  better  job  and  not  get 
anv  credit  for  it.  I  think  a  genius 
would  look  like  a  bum  running  Penn 
Central." 

jamieson     feels     you     can't     really 
judge  the  success  or  failure  of  a  chief- 
executive    in    a    giant    companv    until 
Ion"    after    he    has    retiied.    You    see 

o 

what  he  means  a  moment  later  \\'hen 
he  tells  about  what  he  legards  as  his 
basic  job;  "Concern  for  the  future  of 
a  company  operating  in  the  extractive 
industr\'  all  around  the  world,  know- 
ing we  will  be  under  constant  attack 
from  a  great  many  people  who  feel 
that  we  control  too  much  of  their  nat- 
ural wealth.  We  have  billions  in  assets, 
and  we've  got  to  do  our  best  to  pre- 
serve them." 

That  makes  jamieson  and  Brisco 
sound  more  like  custodians  than  active 
managers,  but  it's  misleading.  Inside 
policies  have  to  be  changed  to  fit  out- 
side change,  and  that  involves  con- 
stant decision-making.  Says  jamieson; 
"We  aie  following  policies  today  that 
if  we  had  even  suggested  ten  \ears 
ago,  we  would  have  been  fired.   For 


example,  now  we're  willing  to  go  into 
a  joint  venture  with  a  governme; 
owned  oil  company.  We're  willing 
f^rke  minority  positions  with  natioi 
interests.  What  we're  trying  to  doMs 
be  responsive  to  the  rising  tide 
nationalism. 

"The    most    important    thing    I   a' 
concerned  with  today  is  our  part  oi 
the   negotiations   in   the   Middle   Eas 
and  North  Africa.  If  we  can  get  th; 
nailed  down  for  five  years  it  will  s^el 
me  right  through  to  retirement." 

Under  such  pressure,  how  long 
should  a  man  stay  at  the  top?  Be 
tween  five  and  ten  years  is  enough 
jamieson  thinks.  "Less  than  five  years 
and  a  man  just  barely  gets  into  tlu 
saddle  before  lie's  out.  If  you  stav  al 
the  top  too  long,  you  get  isolated  fion 
people,  remote,  less  flexible,  too  opin 
ionated.  And  you  keep  evervone  els( 
blocked  all  the  way  down." 

An\  other  advice  to  men  aspiiiiij 
to  or  arriving  at  the  top?  Mike  Brisc( 
took  that  one.  "You  must  hs  mor 
careful  about  what  you  say.  Suddeiif 
people  tend  to  take  e\'ei"y  word  \oi 
sav  verv  seriouslv."  ■ 


v'hy  should  a  man  like  plain-spoken 
J.  Ke.-ineiM  Jamieson,  a  Canadian  Mounfy's  son  from 
Medicine  Hat,  AlberPj,  Canada  and  an  oil  man  fhrough 
and  through,  be  chc;  !  >o  become  top  man  at  Stan- 
dard Oil  of  New  Jeney  which,  as  a  vast  multinational 
enterprise,  is  so  much  more  than  just  an  oil  company? 
Why  not  pick  out  some  -iophisticated  international 
banker  to  avoid  inbreeding  and  bring  in  the  big  pic- 
ture? "Because,"  asserts  Jamieson,  "it  is  a  mistaken  im- 
pression to  imagine  that  some  new  man  could  come  in 


as  the  top  manager  of  a  corporation  the  size  of  Jer- 
sey and  bring  about  drastic  changes.  He  simply  can't 
do  it.  You  might  push  a  button  and  get  a  reaction  five 
years  from  now."  Rather,  he  says,  what  is  needed 
under  the  circumstances  are  men  who  know  the  oil 
industry  well  but  who  know  it  from  a  number  of  dif- 
ferent geographical  and  political  points  of  view,  men 
who  among  them  can  contribute  special  expertise 
scattered  across  a  wide  range  of  fields.  Or,  to  put 
it   in   plainer   language,   men   who   are   broadly   narrow. 
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it  helps  to  have  a  taste  of  what  s  tip  there. 


OLD 


(ALKER  &  SONS,  LTD. 
L'  toMARNOCK,  SCOTLAND 
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SIC  A  FIFTH  PRICES  MAY  VARY  ACCORDING  TO  STATE  AND  LOCAL  TAXES.  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF.  BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMER.SFI  IMPORIER'..  LTD..  N  i . 
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In  Switzerland,  a  mobile  crane  rides  on  strong  Clark  axles. 

Clark  lift  truck  does  the  hot  and  heavv  work  in  a  foundry. 


All-whe(  i  fl 


■  iichigan  scraper  on  lan( 

Kesiaurant  installation  ol  a  Dellield  hot  food  table. 
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>anese  shoppers  select  rood  from  Tyler  refrigerated  cases. 


In  151  countries, 

Clark  Equipment 

gets  things  moving. 


Clark  lift  (rucks  and  material  handling  systems. 

Michigan,  Hancock  and  Melroe  construction  machinery. 

Clark  axles  and  transmissions  for  heavy-duty  vehicles. 

Brown  truck  trailers,  truck  bodies  and  containers. 

Tyler  and  Delfield  food  refrigeration/display  equipment. 

Buchanan,  Michigan  49107 
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Clorklifl,  MichiQon,  Honcock.  Tylar,  Brown,  Cotgd  Von,  Oalheld,  M«lro«  and  Bobcat  ore  Irodnmarki  of  Clork  Equipment  Compony. 


eiroe  Bobcat  Loader  handles  steel  mill  chores. 

Brewery  uses  Clark  lift  trucks  to  load  delivery  trucks.  Clark  truck  Irailer  handles  inlercity  freight. 
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More  than  sixty  percent  of 
the  total  land  area  of  the 
Middle  South— Arkansas, 
Louisiana  and  Mississippi — 
IS  in  forests,  where  trees 
are  growing  twice  as  fast 
as  they're  being  harvested. 
This  great  paper  route  is 
producing  more  than  a 
billion  cubic  feet  of  timber 
each  year.  From  plywood  to 
paper  and  flooring  to 
furniture,  opportunity 
knocks  loudest  on  wood 
here  in  the  Middle  South. 
For  more  information, 
write:  Middle  South, 
Box  61000,  New  Orleans, 
Louisiana  70160. 
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MIDDLE  SOUTH  UTILITIES,  IIMC. 

ARKANSAS  POWER  &  LIGHT  COMPANY  LOUISIANA  POWER  S  LIGHT  COMPANY 
MISSISSIPPI  POWER  &  LIGHT  COMPANY    NEW  ORLEANS  PUBLIC  SERVICE  INC 


.<^ 


V^^* 


>':Zj^'^\ 


^'^l<^oO 


o^ov:^'^' 


it  helps  to  have  a  taste  of  what's  up  there. 
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!  A  FIFTH  PRICES  MAY  VARY  ACCORDING  TO  STATE  AND  LOCAL  TAXES  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF.  BOIILtD  IN  SCOTLAND.  IMPORTED  BY  SOM 
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apanp'ie  shoppers  select  food  from  Tyler  refrigerated  cases. 
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Earthmoving  in  Switzerland  vvilh  a  Michigan  tractor  shovel. 


^    In  151  countries, 
m  Clark  Equipment 
gets  things  moving. 


Clark  lift  trucks  and  material  handling  systems. 

Michigan,  Hancock  and  Melroe  construction  machinery. 

Clark  axles  and  transmissions  for  heavy-duty  vehicles. 

Brown  truck  trailers,  truck  bodies  and  containers. 

Tyler  and  Delfield  food  refrigeration/display  equipment. 

Buchanan,  Michigan  49107 
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ClorkrtH,  Michigan,  Hancock,  Tyl«f.  Brown.  Corgd  Von,  Oeltield,  Merro«  ond  Bobcat  ore  trodemorVs  of  Clortc  Equipment  Compony. 

IsU'lroe  Bobcat  Loader  handles  steel  mill  chores. 

Brewery  uses  Clark  lift  trucks  to  load  delivery  trucks.  Clark  truck  trailer  handles  intercity  freight. 


More  than  sixty  percent  of 
the  total  land  area  of  the 
-Middle  South— Arkansas, 
Louisiana  and  Mississippi- 
is  in  forests,  where  trees » 
are  growing  twice  as  fast 
as  they're  being  harvested. 
This  great  paper  route  is 
producing  nnore  than  a 
billion  cubic  feet  of  timber 
each  year.  From  plywood  to 
paper  and  flooring  to 
furniture,  opportunity 
knocks  loudest  on  wood 
here  in  the  Middle  South. 
For  more  information, 
write:  Middle  South, 
Box  61 000,  New  Orleans, 
Louisiana  701  60. 
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MIDDLE  SOUTH  UTILITIES,  INC. 

ARKAIMSftS  POWER  &  LIGHT  COMPANY  LOUISIANA  POWER  S  LIGHT  COMPANY 
MISSISSIPPI  POWER  &  LIGHT  COMPANY    NEW  ORLEANS  PUBLIC  SERVICE  INC. 


The  500  Biggest  Corporations 


By 

Revenues 


There  was  a  recession  in  1970,  but  there  was 
inflation  too.  Result:  continued  revenue  gains. 


TiiK  »Kc:i;ssi()N  yi:\h  of  1970  was  a 
tough  one  for  scoring  profit  gains,  as 
the  hstings  on  page  115  show.  Sales 
gains  were  another  matter:  Most  com- 
panies were  able  to  record  higher  rev- 
enues. The  median  for  the  Top  500 
ie\enne-earners  rose  to  S685  milhon 
from  S664  million  in  1969  and  $577 
million  in  1968.  It  took  revenues  of 
•S.3I7  million  to  make  tlie  hst  tin's  \ear, 
vs.  only  $288  million  a  year  ago.  Un- 
fortnnateK ,  a  good  part  of  these  gains 
came  from  higher  prices— prompllv 
eaten  up  h\  liigher  costs.  Only  in  rare 
cases  was  actual  ph\ sical  xolume  up. 

There  were  some  notable  excep- 
tions, to  be  sure,  starting  at  the  very 
top  with  General  .\Iotois.  GM  s  strike 
cost  the  company  $5.5  hilHon  in  rev- 
enues, thougb  it  still  managed  to  cling 
to  its  .\o.  One  ranking.  McDoimell 
Douglas  lost  considerable  ground— 
from  29th  to  54th  place— during  its 
transition  to  new  aircraft  programs. 
Penn  Central  and  Anaconda  were  both 
big  re\erme  losers  too. 

But  most  companies  edged  ahead. 
RealK  big  gainers,  like  \\'estinghouse 
Electric,  Greyhound,  Ilonevwell  and 
Warner-Lambert,  were  helped  mostK 
1)\  ac(juisitions.  Boeing,  going  against 
tlie  grain  in  the  aerospace  field,  also 
chalked  up  a  big  increase  as  it  began 
delivering  747s.  But  it  will  have  troii- 
l)le  holding  that  gain  in  1971. 

Below  the  ranks  of  the  giants,  the 
companies  are  bunched  ver\  close  to- 
gether; it  doesn't  take  a  \er\  lar<ie  in- 
crease  in  revenues  for  them  to  ad- 
vance-a  dozen  or  more  places  in  the 
standings.  Before  you  conclude  a  com- 
pany is  off  to  the  races— or  is  going  to 
the  dogs— look  carefullv  at  the  reasons 
behind  its  change  in  position.   ■ 


%  Change 

Rank 

Revenues 

Over 

1970 

1969 

Company         ($000,000) 

1969 

1 

1 

General  Motors 

18,752 

—22.8 

2 

2 

American  Tel  &  Tel 

16,955 

8.1 

3 

3 

Standard  Oil  (NJ) 

16,554 

10.9 

4 

4 

Ford  Motor 

14,980 

1.5 

5 

5 

Sears.  Roebuck 

9,262 

4.5 

6 

6 

General  Electric 

8,727 

3.3 

7 

11 

IntTel&Tel 

7,611 

13.1 

8 

7 

Int  Business  Mach 

7,504 

4.3 

9 

9 

Mobil  Oil 

7.261 

9.7 

10 

8 

Chrysler 

7,000 

—0.8 

11 

10 

Texaco 

6,350 

8.2 

12 

12 

Great  At!  &  Pac  Tea 

5.754 

5.8 

13 

13 

Gulf  Oil 

5.396 

8.9 

14 

15 

Safeway  Stores 

4,860 

18.6 

15 

14 

United  States  Steel 

4,814 

1.3 

16 

21 

Westinghouse  Elec 

4,313 

22.9 

17 

16 

Standard  Oil  (Calif) 

4,188 

9.5 

18 

17 

J  C  Penney 

4,151 

10.5 

19 

22 

Kroger 

3,736 

7.4 

20 

23 

Standard  Oil  (Ind) 

3,733 

7.6 

21 

18 

Ling-Temco-Vought 

3,710 

—1.1 

22 

24 

Aetna  Life  &  Cas 

3.697 

11.9 

23 

33 

Boeing 

3,695 

30.6 

24 

19 

E  1  du  Pont 

3,653 

-0.1 

25 

20 

Shell  Oil 

3.590 

1.5 

26 

25 

General  Tel  &  Elec 

3.439 

5.4 

27 

27 

RCA  Corp 

3,292 

3.3 

28 

26 

Goodyear  Tire  &  Rub  3,195 

-0.7 

29 

32 

Travelers 

3,130 

10.5 

30 

28 

Swift 

3,076 

—1.0 

31 

30 

tJnion  Carbide 

3,026 

3.2 

32 

36 

Procter  &  Gamble 

2,979 

10.0 

33 

31 

Bethlehem  Steel 

2,935 

0.3 
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The  500  Biggest  Corporations  By  Reve/IL 


%  Change 

%  Change 

%Ch 

Rank 

Revenues 

Over 

Rank                                Revenues 

Over 

Rank 

Revenues      Ot 

1970 

1969 

Company        ($000,000) 

1969 

1970  1969        Company         ($000,000) 

1969 

1970  1969 

Company        ($000,000)    19 

34 

35 

Marcor                     2,805 

3.3 

86      75     TRW 

1,585 

—0.2 

138    144 

American  Cyanamid 

1,158 

35 

34 

Eastman  Kodak          2,785 

1.4 

87      77     Armco  Steel 

1,584 

1.2 

139    141 

Trans  World  Airline 

1,157 

36 

40 

Kraftco                     2,751 

6.6 

88    106     Beatrice  Foods 

1,576 

20.6 

140    152 

Deere 

1,138 

37 

238 

Greyhound               2,740 

298.2 

89      84     Consolidated  Foods 

1,570 

3:8 

141     146 

Ogden 

1,136 

38 

37 

Atlantic  Richfield      2,738 

1.8 

90      98     Ralston  Purina 

1,567 

13.0 

142    150 

Kennecott  Copper 

1,133 

39 

43 

Continental  Oil          2,712 

13.2 

91      81    Uniroyal 

1,556 

0.1 

143    153 

American  Airlines 

1,133 

40 

39 

Int  Harvester            2,712 

2.2 

92      82     Alcoa 

1,522 

—1.5 

144    155 

Consolidated  Edison 

1,128 

41 

49 

S  S  Kresge                2,559 

17.1 

93    126     National  Tea 

1,512 

26.8 

145     151 

PanAmWorldAirwaysl,126 

42 

46 

F  W  Woolworth          2,528 

11.2 

94    107     BankAmerica  Corp. 

1,489 

14.7 

146    134 

Olin  Corp 

1,125      - 

43 

42 

Tenneco                   2,525 

3.0 

95    111     Lucky  Stores 

1,489 

18.2 

147    172 

PepsiCo 

1,123        1 

44 

38 

North  Am  Rockwell    2,411 

—9.6 

96      97     Transamerica 

1,484 

5.6 

148    145 

Borg-Warner 

1,115 

45 

50 

Litton  Industries       2,404 

10.5 

97      99     Engelhard  Min&Chm 

1,474 

7.9 

149    157 

Grand  Union 

1,113 

46 

44 

United  Aircraft         2,349 

-0.1 

98    103     Continental  Corp 

1,473 

11.1 

150    147 

Beneficial  Corp 

1,106 

47 

45 

Firestone  Tire           2,335 

2.4 

99    101     American  Brands 

1,448 

6.3 

151     148 

Pacific  Gas  &  Elec 

1,103 

48 

47 

Phillips  Petroleum     2,273 

3.2 

100      90     Bendix 

1,443 

-1.7 

152    161 

Chase  Manhattan 

1,095 

49 

57 

Occidental  Petroleum  2,240 

15.6 

101     102     CNA  Financial 

1,436 

6.3 

153    137 

PPG  Industries 

1,094      - 

50 

41 

General  Dynamics      2,224 

-11.4 

102    114     Nat  Cash  Register 

1,421 

13.2 

154    218 

American  Motors 

1,090       4 

51 

54 

Caterpillar  Tractor     2,128 

6.3 

103    115    Winn-Dixie  Stores 

1,419 

13.5 

155    266 

Federal  Nat  Mort  Ass 

1,086        7 

52 

58 

Singer                      2,125 

11.7 

104    105     American  Standard 

1,418 

8,4 

156    182 

Amerada  Hess 

1,086        2 

53 

55 

Federated  Opt  Stores  2,092 

5.0 

105     93     Signal  Companies 

1,412 

—1.4 

157    159 

Halliburton 

1,057 

54 

29 

McDonnell  Douglas    2,088 

—31.0 

106    136     Ashland  Oil 

1,407 

22.2 

158     162 

Norfolk  &  Western  Ry  1,054 

55 

59 

General  Foods           2,045 

8.0 

107    109     Owens-Illinois 

1,402 

8.3 

159     164 

Carnation 

1,053 

56 

63 

Continental  Can         2,037 

14.4 

108      86     United  Brands 

1,396 

-6.7 

160    156 

Control  Data 

1,052 

57 

52 

Rapid-American          1,991 

—4.7 

109    120     CPC  International 

1,376 

13.0 

161     154 

Mead 

1,038 

58 

56 

Monsanto                  1,972 

1.7 

110    122     Standard  Oil  (Ohio) 

1,374 

13.0 

162    116 

Celanese 

1,037    -1 

59 

60 

Sun  Oil                     1,942 

5.7 

111      85     Republic  Steel 

1,365 

—9.0 

163    158 

Reynolds  Metals 

1,035 

60 

94 

Honeyv^ell                1,921 

34.7 

112      92     US  Plywood-Champ 

1,356 

-6.8 

164    185 

General  Mills 

1,022        1 

61 

62 

WR  Grace                1,918 

7.0 

113      96     FMC 

1,330 

—5.6 

165    168 

Norton  Simon 

1,014 

62 

61 

Dow  Chemical           1,911 

6.3 

114    112     Gamble-Skogmo 

1,313 

4.4 

166    179 

Marathon  Oil 

1,014 

63 

64 

International  Paper    1,841 

3.6 

115    130     American  Express 

1,306 

11.4 

167    173 

C&O/B&ORRs 

1,010 

64 

68 

American  Can            1,838 

6.6 

116    125     Am  Home  Products 

1,294 

8.5 

168    175 

Standard  Brands 

1,006 

65 

66 

Borden                     1,827 

5.0 

117    127     Southern  Pacific 

1,272 

6.7 

169    250 

Johnson  &  Johnson 

1,002        1 

66 

65 

Burlington  Inds         1,822 

3.2 

118    110    Raytheon 

1,259 

-2.1 

170    169 

Burlington  Northern 

1,001 

67 

70 

Union  Oil  California    1,811 

9.1 

119    198     Warner-Lambert 

1,257 

55.6 

171     149 

Eaton 

997      - 

68 

72 

Household  Finance     1,792 

11.0 

120    123     WT  Grant 

1,254 

3.6 

172     129 

Grumman 

993    -1 

69 

i 

76 

R  J  Reynolds  Inds       1,786 

13.4 

121    128    Genesco 

1,251 

5.5 

173    210 

Philip  Morris 

990        2 

i    70 

71 

ConnecticutGeneral  1,769 

9.3 

122    104     Allied  Chemical 

1,248 

—5.1 

174     177 

Bristol-Myers 

981 

71 

80 

Food  Fair  Stores        1,762 

13.3 

123    119     National  Steel 

1,248 

1.9 

175    143 

Gen  Tire  &  Rubber 

981      - 

72 

74 

SperryRand              1,755 

9.2 

124    117     Weyerhaeuser 

1,233 

-0.5 

176      95 

Anaconda 

977    —3 

73 

87 

Xerox                      1,719 

15.9 

125    142     US  Industries 

1,232 

12.7 

177     190 

Eastern  Air  Lines 

971        1 

74 

67 

Boise  Cascade          1,717 

—0.5 

126    133     CBS 

1,231 

6.2 

178     183 

Dayton  Hudson 

969 

75 

79 

Cities  Service           1,714 

9.8 

127    140     Getty  Oil 

1,221 

7,1 

179     186 

Campbell  Soup 

965 

76 

165 

First  Natl  City  Corp    1,704 

29.7 

128    108     Teledyne 

1,216 

—6.1 

180    195 

Combustion  Enginee 

'    957        1 

77 

83 

Foremost-McKesson   1,692 

9.8 

129    124     Allied  Stores 

1,212 

0.9 

181     180 

Crown  Zellerbach 

955 

78 

48 

Penn  Central            1,691 

* 

130    138     Colgate-Palmolive 

1,210 

6.0 

182     188 

Allied  Supermarkets 

952 

79 

73 

Minn  Minings  Man    1,687 

4.6 

131     170     INA 

1,209 

27.2 

183     194 

Southland  Corp 

951        1 

80 

89 

Acme  Markets           1,650 

12.2 

132    118     BF  Goodrich 

1,205 

—2.0 

184     163 

Martin  Marietta 

941      - 

81 

78 

Gulf  &  Western  Inds   1,630 

4.2 

133  132     Georgia-Pacific 

134  135    Whirlpool 

1,199 

3.4 

185    184 

El  Paso  Natural  Gas 

927      ^ 

82 

91 

Jewel  Companies       1.628 

11.2 

1,197 

3.8 

186    242 

Union  Pacific  Corp 

924       3 

83 

69 

Textron                    1,612 

-4.2 

135    121     Inland  Steel 

1,195 

—1.8 

187     181 

CIT  Financial 

919 

84 

100 

Coca-Cola                 1,606 

17.6 

136    113     AVCO 

1,177 

-6,2 

188     176 

National  Lead 

916      - 

85 

88 

UALInc                    1,590 

7.6 

137    139     May  Dept  Stores 

1,164 

2.0 

189     187 

R  K  Macy 

907 

*  Not  comparable. 

i 
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Quick.  Who  started  the 
truck  leasing  industry? 

Are  you  sure?  ^^ 


Joe  Saunders  started  the  automotive 
leasing  industry  back  in  1916.  You  see, 
his  Mohne  Dreadnaught  broke  down,  and 
he  borrowed  a  "T"  Model  from  a  friend, 
paying  by  the  mile.  That  put  the  idea  in 
his  head. 

Now  the  Saunders  Leasing  System  is 
the  only  major  company  in  the  industry 
totally  devoted  to  the  leasing  and  renting 
of  trucks.  Saunders'  efforts  aren't  diluted 
by  entry  into  less  famihar  areas.  We're 
truck  leasing  specialists. 

Knowledge  and  experience  amassed 
over  the  past  55  years  give  us  a  whopping 
lead. 


For  instance,  Saunders  has  compiled 
the  most  comprehensive  operational  cost 
data  in  the  entire  industry.  That  means 
your  lease  is  scientifically  figured  on  facts 
to  give  you  the  most  realistic  and  equitable 
rate. 

Experts  engineer  your  vehicles  for 
maximum  efficiency  and  economy.  And 


Saunders  Leasing  System 

Call  800-&33-6566  free 

Our  Business  is  Leasing  and  Renting  Trucks.  And  we've  been  doing  it  for  55  years. 


Saunders'  capability  in  the  field  of  special 
equipment  and  special  design  brings  you 
lots  of  special  benefits. 

Maintenance?  We  could  go  on  for 
hours  about  that. 

Our  training  programs  have  produced 
a  staff  of  expert  mechanics  who  can  show 
others  what  it's  all  about.  Maintenance 
facilities  incorporate  the  most  modern 
layout  and  safety  devices.  Equipment 
is  the  latest,  the  finest.  And  we  have  more 
of  it.  The  maintenance  program  is  the 
most  precise  and  intensive  in  the  industry. 
It  heads  off  trouble. 

In  the  matter  of  safety,  we  give  it 
the  works.  From  driver  records  to  road 
tests,  physical  checks,  accident  analysis, 
to  truck  inspection,  compliance  with 
safety  regulations.  And  more.  It  pays.  Our 
customers'  accident  frequency  ratio  is  the 
lowest.  That  saves  our  customers  in 
insurance  premiums,  driver  injuries  and 
downtime. 

Saunders  has  a  solid  history  of  growth 
and  success.  And  you  can  get  all  the  details 
by  writing  for  our  newly  revised  brochure, 
"It  Pays  to  Lease  from  Saunders." 

"It  Pays  to  Lease"  will  answer  any 
questions  you  have  about  how  we 
operate,  and  give  you  a  pretty  good 
picture  of  how  we  can  save  you  money. 

So  drop  us  a  line  right  now.  Write 
Saunders  Leasing  System,  201  Office  Park 
Drive,  Birmingham,  Alabama  35223. 

Chances  are  you'll  get  a  better  lease 
from  Saunders. 

After  all,  we  started  the  industry. 
Naturally  we  know  more  about  it. 


I 


0m  -  • 
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Our  new,  simpler  Data-Phone' model  is  designed  to 
save  you  money. 


^''■'%. ■ "?;  -JXu^ 


Now  the  Bell  System  offers  Data-Phone  service  with- 
out any  frills. 

A  Data-Phone  service  thatdoes  the  basic  job-calling 
the  computer,  and  letting  the  computer  answer  back. 

It's  called  the  113A,  and  it  costs  less  than  $13  a  month. 

About  half  as  much  as  the  economy  model  that  pre- 
ceded it. 

That  makes  it  ideal  for  the  thousands  of  companies 
that  use  time-sharing. 

As  well  as  for  many  businesses  that  own  their  own 
computers. 

The  American  Telephone  and  Telegraph  Company 
and  your  local  Bell  Company  are  always  working  to  make 
the  telephone  serve  you  better. 

Sometimes  the  simplest  way  is  the  best  way 


The  500  Biggest  Corporations  By  RevenUi 


%  Change 

Ranit 

Revenues 

Over 

1970  1969 

Company        ($000,000) 

1969 

190 

174 

Lykes-Youngstown 

893 

—5.6 

191 

160 

J  P  Stevens 

893    - 

-11.0 

192 

202 

Commonwealth  Edison  887 

10.7 

193 

215 

Burroughs 

885 

17.7 

194 

204 

H  J  Heinz 

881 

11.5 

195 

178 

Kaiser  Alum  &  Chem 

881 

—4.9 

196 

199 

Pfizer  Inc 

870 

8.0 

197 

200 

Allis-Chalmers 

870 

8.1 

198 

222 

National  Biscuit 

869 

19.7 

199 

192 

Kimberly-Clark 

869 

4.1 

200 

■ 

Intl  Utilities 

867 

17.5 

201 

196 

Santa  Fe  Industries 

860 

6.4 

202 

166 

Spartans  Industries 

859    - 

-10.3 

203 

201 

Studebaker-Worthingt 

858 

7.1 

204 

191 

St.  Regis  Paper 

857 

-1.2 

205 

197 

SCM 

855 

5.8 

206 

212 

Lincoln  National 

843 

9.9 

207 

213 

Am  Metal  Climax 

841 

11,6 

208 

205 

Vornado 

838 

6.3 

209 

203 

Super  Valu  Stores 

832 

5.1 

210 

193 

Texas  Instruments 

828 

-0.5 

211 

226 

Babcock  &  Wilcox 

826 

15.0 

212 

208 

Columbia  Gas  System 

823 

6.4 

213 

206 

Walter  Kidde 

818 

4.1 

214 

171 

White  Motor 

810 

-14.8 

215 

263 

Supermarkets  General 

807 

30.1 

216 

216 

Hercules 

799 

7.1 

217 

189 

Motorola 

796 

-8.8 

218 

207 

Associated  Dry  Goods 

795 

1.4 

219 

247 

Anheuser-Busch 

793 

18.9 

220 

214 

Whittaker 

793 

5.2 

221 

225 

Stop  &  Shop 

790 

9.6 

222 

233 

Dresser  Industries 

789 

12.7 

223 

228 

Interco 

778 

9.2 

224 

246 

Phelps  Dodge 

775 

15.4 

225 

236 

First  Nat  Stores 

771 

11.4 

226 

229 

Ingersoll-Rand 

766 

7.7 

227 

252 

Western  Bancorp 

761 

15.3 

228 

253 

Avon  Products 

759 

15.6 

229 
230 

220 

Scott  Paper 

756 

3.3 

219 

HI  Central  Inds 

754 

2.4 

231 

237 

American  General 

754 

8.9 

232 

224 

Am  Broadcasting  Cos 

748 

3.8 

233 

255 

Merck 

748 

15.6 

234 

245 

Walgreen 

744 

10.5 

235 

241 

Pub  Serv  Elec  &  Gas 

741 

8.4 

236 

240 

Pennzoil  United 

739 

8.0 

237 

231 

U  S  Fidelity 

738 

4.7 

238 

248 

Southern  Company 

738 

10.8 

239 

239 

Fleming 

724 

5.7 

240 

258 

Southern  Cal  Edison 

721 

12.2 

241 

227 

Gimbel  Brothers 

718 

0.5 

■  Not  on   500   list   in    1969.      •  Not  comparab 

e.      t  No 

Rank 
1970  1969 


Company 


%  Change 
Revenues      Over 
($000,000)    1969 


242  209  Am  Smelting  &  Ref  718 

243  244  Iowa  Beef  Proc  716 

244  211  White  Consolidated  709 

245  235  United  Merch  &  Mfrs  708 

246  257  Squibb  Beech-Nut  705 

247  230  Dart  Industries  703 

248  261  George  A  Hormel  696 

249  217  Pullman  685 

250  232  Interstate  Stores  685 

251  281  Chemical  New  York  684 

252  273  Zayre  683 

253  276  Mfrs  Hanover  Corp  683 

254  251  Del  Monte  681 

255  289  Central  Soya  681 

256  294  Crane  680 

257  262  Jim  Walter  680 


258  267  Pacific  Lighting  675 

259  282  Pillsbury  674 

260  270  Gillette  673 

261  256  Clark  Equipment  671 

262  254  Dana  668 

263  234  Nat  Dist&  Chem  667 

264  268  Am  Elec  Power  666 

265  221  Colt  Industries  666 

266  259  Broadway-Hale  662 

267  269  Colonial  Stores  661 

268  265  Pet  659 

269  260  Emerson  Electric  657 

270  278  Texas  Eastern  Trans  653 

271  274  ARA  Services  648 

272  316  Anderson-Clayton  639 

273  275  AMF  636 


—6.9 
6.1 

—7.6 
1.9. 

"9l4 

-0.6 

11.1 

-7.3 

—2.4 
18.9 
13.9 
15.0 

2.9 
22.3 
23.5 

9.0 

9.7 
18.5 
10.4 

4.0 

2.5 
—4.7 

8.7 
—8.7 

3.5 
8.2 
6.5 
4.5 

11.0 
8.8 

26.8 
7.0 


274  264  Time  Inc  633 

275  271  McGraw-Edison  631 

276  277  Arden-Mayfair  630 

277  290  Cook  United  629 


2.3 

3.6 

7.1 

13.2 


278  286  Northrop  627 

279  285  Oscar  Mayer  623 

280  310  Delta  Air  Lines  622 

281  287  Otis  Elevator  621 


282  298  Kellogg 

283  295  Consumers  Power 

284  301  HoHdaylnns 

285  284  Southern  Railway 


614 
610 
605 
603 


11.7 
10.0 
20.5 
10.7 

13.3 

11.0 

12.2 

6.0 


286  272  GAFCorp 

287  291  Quaker  Oats 

288  297  Sterling  Drug 

289  305  Carrier 


599 
598 
594 
594 


290  307  Corning  Glass  Works  594 

291  302  Eli  Lilly  592 

292  293  Essex  International  589 

293  288  Con  Natural  Gas  588 


—1,3 

7,9 

8,7 

10.9 

11.9 

10.2 

6.6 

5.0 


Rank 
1970  1969 


Company 


%  Chani 
Revenues  ^ver 
($000,000)    1969 


2^94  410  City  Investing  581 

295  361  Schlumberger  Limited  579 

296  280  Johns-Manville  578 

297  243  Zenith  Radio  573 


298  313  J  P Morgans. Co  567 

299  279  LearSiegler  566 

300  308  American  Natural  Gas  565 

301  314  Ethyl  557 


306  296 

307  327 

308  320 

309  337 


North  Amer  Philips 
Crum  &  Forster 
Missouri  Pacific  RR 
Peoples  Gas 


547 
540 
534 
534 


310  306 

311  323 

312  342 

313  326 


Koppers 
Liggett  &  Myers 
Leasee  Corp 
Detroit  Edison 


533 
532 
532 
529 


314  331 

315  321 

316  330 

317  315 


Kerr-McGee 
Sherwin-Williams 
National  General 
Wheeling-Pitts  Steel 


528 

526 
526 
523 


318  341  Niagara  Mohawk  Power  522 

319  283  Budd  519 

320  350  Northern  Natural  Gas  516 

321  340  Bankers  Trust  N  Y.  516 

322  332  Seaboard  Coast  Line  516 

323  322  Wickes  515 

324  304  Allegheny  Ludlum  515 

325  333  Kinney  Nat  Service  514 


326  355  Fluor  513 

327  347  Am  Hospital  Supply  510 

328  317  Int  Minerals  &  Chem  506 

329  357  Sec  Pac  Nat  Bank  Cal  506 


330  365 

331  319 

332  352 

333  351 


Pittston 
Diamond  Int 
Phil  Electric 
Castle  &  Cooke 


506 
505 
504 
497 


334  339 

335  356 
326  ■ 

337  300 

338  374 

339  389 

340  353 

341  328 


St  Paul  Companies 
United  Utilities 
Daylin 
Magnavox 


496 
496 
496 
494 


Universal  Oil  Prods 
Loew's  Corp 
Kayser-Roth 
Cluett,  Peabody 


494 
490 
490 
488 


37.6 

-0.9 

-15.3 

10.5 

—3.51 
6.8 
9.3 


302  299  Diamond  Shamrock  556  1.1 

303  309  Evans  Products  553  5.C 

304  311  Dillingham  553  7.3 

305  312  Amstar  551  7.2 


-0.3 

12.5 

l.i 

15.£ 


-0.1 
8.? 

17./ 
9.? 


lO.E 
6.2 

10.: 
3./ 

15.] 

—8.] 

16.^ 

13./ 

8.! 
5.^ 

9.( 

18.; 

14.; 

l.( 

17.( 

20.! 

1.' 

14.! 

12.; 


9.1 

14.; 

t 

—8.' 

^21.1 

26.1 

11.; 

2.1 


342  324  Owens-Corning  Fiberg  487  — 0. 

343  292  Armstrong  Cork  486  —12. 

344  318  Stauffer  Chemical  483  —3.: 

345  387  Times-Mirror  482  23.1 


84 


FORBES,  MAY  15,  1971 


We  will  match  your  requirements 
^  to  thousands  ot  prime  industrial  sites 


Pictured  here  are  seven  specific  sites  from  thousands  on  file 
with  L&N  Industrial  Development  researchers.  These  spe- 
cialists can  help  you  locate  your  new  plant  where  all  the 
elements  for  success  surround  you.  Receive  detailed  aerial 


photos,  topographical  maps,  complete  data  on  transporta- 
tion and  every  available  resource.  Best  of  all,  you  work  with 
men  who  know  how  to  keep  tight-lipped  about  your  corpo- 
rate activities.  Mail  coupon  below  or  write  on  your  letterhead. 


L 


:l 


SITE  3583  —  50  acres.  L&N  mam  line  and  US.  high, 
way.  both  adjacent  to  site  One-fourth  mile  from  city 
limits.  All  utilities  available. 


SITE  3187  —  500  acres  within  industrial  district. 
L&N  rail  service.  Four  lane  highway  boundry.  Near 
major  airport 


SITE  3567  —  395  acres  of  gently  rolling  land.  Two 
miles  to  city.  Rail  service  from  industrial  lead.  U.S. 
Highway  forms  Eastern  border. 


i; 


SITE  3908  —  300  acres.  Adjacent  to  Stale  and  U.S.  SITE  3273  —  775  acres.  Two  miles  from  city.  U.S.  SITE  3454  —  625  acres.  Just  East  of  city.  Main  rail 
hiehways.  Rail  service  Two  miles  from  navigable  highway  traverses  site,  connects  with  other  U.S.  and  line  on  one  side  of  site.  U.S.  Highway  adjacent. 
■".'"■    •'■"   'jtilities  nearby  Interstate  highways.  Rail-River  terminal  nearby.  Barge   service   on    navigable   river.   All    utilities. 


SITE  5715—  160  acres,  level  and  rolling  land.  L&N 
private  spur  track  to  serve  site.  Access  roads.  Two 
state  highways.  All  utilities  on  property. 


SITE  3583  —  1260  acres.  Two  miles  from  city.  Roll- 
ing contour.  Main  line  of  Railroad,  adjacent.  Con- 
.necting  roads  to  U.S.  Highway  and  two  State  roads. 


N.  C.  Kiefter,  Director,  Industrial  Development 

Louisville  &  Nashville  Railroad  Company 

P.O.  Box  1198,  Louisville,  Kentucky  40201  Dept.  F 


□  Contact  me  about  site  information. 

□  Include  free  brochure. 


Name- 


Company- 


Address- 


City- 


FREE  BROCHURE  — 

For  your  information 
and  analysis.  A  special 
L&N  "Site-Seeking" 
brochure  included. 
Mail  coupon,  now! 


-State- 


-Zip- 
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The  500  Biggest  Corporations   By  Revenuet 


%  Change  1 

Rank 

Revenues 

Over 

i97C 

1  196S 

Company         ($000,000) 

1969 

346 

223 

Northwest  Industries 

480 

—33.4 

347 

329 

Cerro 

475 

—0.5 

348 

384 

ConJII 

472 

20.4 

349 

366 

Jos  Schlitz  Brewing 

462 

10.4 

350 

345 

Union  Camp 

462 

2.8 

351 

336 

United  States  Gypsum 

462 

—0.7 

352 

359 

Pueblo  International 

459 

7.5 

353 

375 

Abbott  Laboratories 

458 

13.3 

354 

390 

Marine  Midland  Banks 

456 

18.0 

355 

471 

AIco  Standard 

456 

49.5 

356 

358 

ELTRA 

454 

5.2 

357 

367 

Texas  Utilities 

453 

8.7 

358 

369 

Middle  South  Util 

450 

8.3 

359 

344 

Brunswick 

450 

0.2 

360 

303 

Fruehauf 

450 

—16.2 

361 

362 

Albertson's 

449 

6.9 

362 

430 

GAC  Corp 

449 

30.2 

363 

372 

Cummins  Engine 

449 

9.2 

364 

348 

Rohm  &  Haas 

445 

—0.2 

365 

349 

Scovill  Mfg 

445 

366 

456 

Archer  Daniels  Mid 

443 

38.2 

367 

370 

Borman's 

443 

7.6 

368 

335 

Pacific  Car  &  Fdry 

443 

—5.0 

369 

413 

Melville  Shoe 

438 

20.9 

370 

325 

Air  Reduction 

437 

—10.4 

371 

400 

Giant  Food 

435 

17.2 

372 

346 

LibbyOwens-Ford 

430 

-4.2 

373 

420 

USM 

430 

20.7 

374 

383 

Brown  Shoe 

429 

8.7 

375 

363 

Tecumseh  Prods 

427 

1.6 

376 

338 

Polaroid 

427 

—6.5 

377 

388 

Texas  Gas  Trans 

426 

9.9 

378 

382 

Ward  Foods 

426 

7.7 

379 

401 

Malone  &  Hyde 

422 

13.6 

380 

385 

Scot  Lad  Foods 

421 

8.0 

381 

368 

AddressographMuIti 

420 

1.0 

382 

364 

Westvaco 

420 

0.2 

383 

393 

Panhandle  East  Pipe 

419 

10.4 

384 

408 

General  Public  Utils 

417 

13.6 

385 

405 

Florida  Power  &  It 

416 

12.6 

386 

377 

J  J  Newberry 

415 

3.5 

387 

403 

Crown  Cork  &  Seal 

414 

11.7 

388 

354 

Indian  Head 

414 

—5.0 

389 

373 

Pennwalt 

413 

1.2 

390 

435 

Chubb 

413 

21.2 

391 

422 

A  0  Smith 

413 

16.5 

392 

417 

Wells  Fargo 

412 

14.3 

393 

381 

Universal  Leaf 

409 

3.1 

394 

472 

AMFAC 

408 

34.0 

395 

376 

Marshall  Field 

402 

—0.2 

396  431     Fisher  Foods 

397  394     GC  Murphy 


402 
401 


16.7 
5.9 


Not  on  500  list  in  1969. 


Not  comparable. 
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Rank 
1970  1969 


Company 


Revenues 
($000,000) 


. Change 
Over 
1969 


398 
399 
400 
401 


441  First  Chicago  Corp  491 

447  Crocker  Natl  Corp  431 

386  Crowell-Collier  Mac  400 

416  Transcont  Gas  Pipe  400 


402  399  Sunbeam  399 

403  402  Upjohn  399 

404  428  Provident  Life  &  Ace  399 

405  432  National  Gypsum  398 


19.0 

21.9 

2.6 

10.6 

7.3 

7.5 

14.7 

15.9 


406  343  Consol  Freightways 

407  380  McGraw-Hill 

408  360  Kaiser  Steel 

409  391  Western  Union 

410  ■  Schering-Plough 

411  407  Foster  Wheeler 

412  379  Timken  Company 

413  ■  Ralph  M  Parsons 


397 
395 
393 
393 


-11.8 

—0.9 

—6.6 

1.6 


391 
391 
389 
389 


6.5 

—2.6 

41.5 


414 
415 
416 
417 


434 


Duke  Pawer  389 

■  Safeco  388 

409  General  Cable  387 

397  M  Lowenstein  &  Sons  387 

418  436  Louis  &  Nashville  RR  386 

419  ■  Zaie  384 

420  439  IntMultifoods  382 

421  437  Richardson-Merrell  381 


13.6 

42.2 

5.7 

2.7 

13.4 
35.9 
12.8 
11.9 


422  438  Harris-intertype  380  11.9 

423  334  Northwest  Airlines  379  —19.0 

424  396  Kelsey-Hayes  379  0.4 

425  450  Va  Electric  &  Power  375  14.8 


426  425  National  Industries  375  6.1 

427  398  West  Point-Pepperell  374  0.4 

428  459  Revlon  374  17.6 

429  371  US  Freight  373  —9.5 


430  ■  ContI  Telephone  373 

431  465  National  Can  373 

432  427  ChromalloyAmCorp  372 

433  423  Admiral  369 


434  415  Di  Giorgio 

435  392  City  Stores 

436  ■  American  IntI  Group 

437  404  Hart  Schaff  &  Marx 

438  424  Cudahy 

439  ■  Akzona 

440  406  NLTCorp 

441  426  Norton 


442  444  Bemis 

443  449  Central  &  South  West 

444  500  Mattel 

445  414  Sperry  &  Hutchinson 


366 
365 
364 
363 

362 
362 
361 
359 

359 
358 
358 
358 


446  419  Ex-Cell-0  357 

447  395  A-T-OInc  356 

448  ■  Great  North  Nekoosa  355 

449  443  Flintkote  355 


32.8 

19.4 
5.8 
4.0 

1.1 

—4.1 

18.4 

—1.8 

2.4 

41.0 

—2.4 

1.8 

8.3 

9.6 

24.0 

—1.2 

—0.3 
—6,0 

6.7 


Rank 
1970  1969 


Company 


%  Change 
Revenues      Over 
($000,000)    1969 


450-  458  Mercantile  Stores  353  11.0 

451  ■  Amer  Beef  Packers  353  44.8 

452  421  Hammermill  Paper  352  —0.8 
.453  454  North  States  Power  352  8.9 


462 
463 

484 
465 


498 
499 
500 


454  ■  Charter  NY  352  22.9 

455  429  Libby,  McNeill  &  Libb  351  1.5 

456  418  Hygrade  Food  Prods  351  —2.6 

457  460  Havatampa  Cigar  350  10.7 


458  462  Hershey  Foods  350  11.0 

459  378  Collins  Radio  349  —12.8 

460  457  Northeast  Utilities  348  8.8 

461  453  Hewlett-Packard  347  7.3 


461 


467 


Smith  Kline  &  French  347 

Allied  Mills  347 

Hoover  347 

Parkview-Gem  345 


466  ■  Northern  Illinois  Gas  345 

467  473  Heublein  345 

468  445  Bangor  Punta  342 
489  411  Arlan's  Dept  Stores  342 


10.0 

30.4 

12.1 

2.5 

23.3 

13.3 

3.7 

—6.1 


470  475  Genuine  Parts  340  11.9 

471  433  Gould  Inc  340  —0.8 

472  ■  Govt  Employees  Ins  338  26.2 

473  ■  Waldbaum  335  19.5 


474  ■  Daniel  International  334  23.5 

475  ■  Wetterau  Foods  334  25.0 

476  469  MCA  Inc  334  9.3 

477  497  First  Natl  Boston  334  15.2 


478  ■  ACF  Industries  334 

479  483  Sybron  333  11.2 

480  468  RR  Donnelley  &  Sons  331  7.6 

481  492  Campbell  Taggart  330  12.1 

482  451  Interlakeinc  330  1.6 

483  470  Gen  American  Trans  330  8.2 

484  474  Thrifty  Drug  Stores  329  8.2 

485  412  Revere  Coppr  &  Brass  328  —9.6 

486  482  Baltimore  Gas  &  Elec  328  9.4 

487  452  Fuqua  Industries  328  1.1 

488  477  Reliance  Electric  326  8.1 

489  481  Jefferson  Pilot  325  8.4 

490  442  Purex  325  —2.5 

491  490  New  England  Electric  324  9.7 

492  ■  Southern  Natural  Gas  323  13.6 

493  ■  Diversified  Inds  323  17.7 


494  476  Morton-Norwich 

495  455  Dayco 

496  ■  Coastal  States  Gas 

497  440  Potlatch  Forests 


321 
320 
320 
319 


6.1 

—0.3 

11.3 

—5.3 


498 


National  Serv  Inds 
J  Ray  McDermott 
Mellon  NaU  Bnk 


319 
319 
317 


10.3 
42.9 
23.3 
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Future  Growth 


Disposable  clothing.  Transistors. 
Missile  nose  cone  shielding.  As  new 
uses  for  paper  are  developed,  new 
demands  will  be  made  on  the  lumber 
and  paper  industry. 

What  effect  will  these  demands 
have  on  the  operation  of  lumber 
camps?  On  timber  production  and  per- 
sonnel? What  kind  of  corporate  in- 
surance and  employee  benefit  plans 
will  be  needed? 

We're  after  the  answers  to  ques- 
tions like  these  today.  We're  Marsh 
&  McLennan.  As  industry's  leading 
insurance  brokers,  we've  specialized 
for  years  in  helping  solve  the  increas- 
ingly complex  insurance  problems  of 
the  lumber  industry. 

No  matter  what  business  you're 
in,  if  you  plan  to  be  in  it  tomorrow, 
call  us  today. 

Marsh  &  McLennan 

Industry's  leading  insurance  brokers 
A  DIVISION   OF   MARLENNAN  CORP. 


inside  secret  of  thi 


i>s- 


Polyester  cord  body 


^ass  belts 


fester  cord  body 

flit's  the  very  heart  of  this 
^l^olyglas  tire. 
Sester  unique  is  that  it 
ilgth  of  nylon  with  the 

|hat  spjtens  the  hard 
^^''^r  ■the' bumps  while 


Two  tough  fiberglass  belts 

In  this  Goodyear  Polyglas  tire,  we'\ 
securely  bonded  the  polyester  cord  body 
two  tough  fiberglass  cord  belts -using 
special  polyester  adhesive  system  knov 
only  to  Goodyear 

These  belts  help  to  hold  the  rugged  tre 
firm  and  flat  on  the  road  for  mileage  a 
traction. 


Sioodyear  Polyglas  tire 


^.v- V*^/"-.'  .* 


Traction,  Strength,  and  Mileage 

A  polyester  cord  body,  two  fiberglass  belts, 
big  wide  tread -that's  the  vital  combina- 
)n  that  goes  into  the  construction  of  the 
'oodyear  Custom  Wide  Tread  Polyglas  tire. 
As  a  result,  you  get  a  combination  of  ad- 
intages... traction,  strength,  and  mileage, 
.fid  they  all  add  up  to  value. 


To  make  sure  you're  getting  a  Polyglas 
tire,  just  look  at  the  sidewall:  If  it  doesn't  say 
Goodyear,  it  can't  be  Polyglas. 

aOODpYEAR 

Polyglas.  Custom  Wide  Tread  -  T.M.s  The  Goodyear  Tire  &  Rubber  Company,  Akron.  Ohio 


Would  you  like  a  report 
on  what  Beatrice  has  been  up  to? 

(For  the  19th  consecutive  year) 


Sales,  neteai.  .  ,  ..  and  earnings  per  comnnon  share  all  set  new 
records  for  the  19th  consecutive  year,  ended  February  28,  1971. 

S.!£t:  $18  Billion 

Net  Eamsncfi^:  $62  Million 

Eai .  -e-  Common  Share:  $2.22 


JA 


i 


For  a  complete  report  on  what  Beathce  has  been  up  to,  write: 
Treasurer,  Department  B,  F3eatrice  Foods  Co.,  120  South  LaSalle 
Street,  Chicago,  Illinois  60603. 

SEVEN  DIVISIONS:  DAIRY  •  GROCERY  •  CONFECTIONERY  •  WAREHOUSING  •  CHEMICAL  AND  MANUFACTURING  •  AGRI-PRODUCTS  •  INTERNATIONAL 


The  500  Biggest  Corporations 

By 

Market  Value 


Looking  at  the  year-end-to-year-end  figures, 
you'd  never  know  1970  was  the  Big  Crash. 


It  was  a  rollei -coaster  vear  for  tlie 
stock  market;  frigliteiiing  on  tlic  de- 
scent, exhilarating  on  the  climb  hack. 
Like  a  roller  coaster,  the  market  ended 
up  about  wheie  it  started:  It  started 
the  year  at  800,  collapsed  to  631  and 
went  i)ack  up  to  end  at  839.  What  a 
ride  it  was! 

The  500  companies  listed  here  had 
a  combined  market  \alue  of  $547 
billion  at  the  end  of  1970.  This  was 
about  SI  billion  less  than  they  were 
worth  a  year  earlier,  but  nothing  like 
the  k)ss  of  billions  of  dollars  that  the 
market  had  sustained  by  midyear. 

Roughly  two-thirds  of  the  com- 
panies on  the  list  foi  1970  showed 
some  gain  over  tlie  year  before,  but 
they  were  realK  the  stocks  that  had 
led'the  1968-69  bull  phase.  Still  dizzx 
from  the  crash,  The  Street  had  turned 
to  solid,  asset-rich  stocks.  Two  of  the 
i)iggest  gainers  already  in  the  Top 
100  were  Standard  Oil  of  New  Jersey 
and  Weyerhaeuser.  Moving  up  into 
the  Top  100  for  the  first  time  were 
Gettv  Oil,  rising  38.8%,  and  Clolumbia 
Gas  System,  rising  32.7%. 

The  stocks  that  ended  1970  much 
lower  than  they  started  were  largely 
the  ones  that  investors  had  bid  up  in 
previous  years,  sometimes  to  ridicu- 
lous prices.  There  yvas,  then,  some- 
thing Calvinistic,  almost  virtuous, 
about  the  recovery— reyvarding  value, 
stability,  size. 

But  that  was  last  year.  This  year 
the  glamour  stocks  have  taken  the  lead 
again,  and  the  blue  chips  have  sub- 
sided, yvhile  the  conglomerates  and 
stocks-  yvith  a  story  are  starting  to 
raise  their  heads. 

As  Omar  Khayyam  put  it:  "Re- 
pentance oft  before  I  syvore— but  yvas 
I  sober  yvhen  I  syvore?"  ■ 


Common 

% 

Market 

Change 

Rank 

Value 

Over 

1970 

196S 

Company         ($000,000) 

1969 

1 

1 

Int  Business  Mach 

36,410 

—12.2 

2 

2 

American  Tel  &  Tel 

26,846 

0.5 

3 

3 

General  Motors 

23,028 

16.6 

4 

5 

Standard  Oil  (NJ) 

16,416 

23.6 

5 

4 

Eastman  Kodak 

12,217 

—8.2 

6 

6 

Sears,  Roebuck 

11,779 

15.8 

7 

7 

Texaco 

9,496 

13.8 

8 

9 

General  Electric 

8,525 

21.7 

9 

8 

Xerox 

6,784 

—17.3 

10 

10 

Gulf  Oil 

6,721 

4.5 

11 

12 

E  1  du  Pont 

6,284 

27.1 

12 

16 

Ford  Motor 

6,070 

35.0 

13 

15 

Mobil  Oil 

5,825 

24.8 

14 

11 

Minn  Mining  &Manuf  5,554 

—9.6 

15 

13 

Avon  Products 

5,093 

3.3 

16 

14 

Coca-Cola 

5,038 

6.5 

17 

17 

Procter  &  Gamble 

4,730 

6.0 

18 

18 

Standard  Oil  (Calif) 

4,624 

6.6 

19 

26 

Standard  Oil  (Ind) 

3,623 

9.1 

20 

20 

Merck 

3,606 

—11.3 

21 

23 

Am  Home  Products 

3,576 

0.4 

22 

31 

Weyerhaeuser 

3,440 

39.9 

23 

21 

IntTel&Tel 

3,433 

—11.4 

24 

24 

Eli  Lilly 

3,362 

—2.4 

25 

27 

General  Tel  &  Elec 

3,269 

3.2 

26 

28 

Shell  Oil 

3,192 

7.1 

27 

25 

Johnson  &  Johnson 

3,178 

-4.3 

28 

22 

Atlantic  Richfield 

2,965 

—22.3 

29 

30 

J  C  Penney 

2,912 

14.4 

30 

34 

Georgia  Pacific 

2,754 

20.5 

31 

33 

Westinghouse  Elec 

2,737 

18.6 

32 

42 

Warner-Lambert 

2,626 

23.4 

33 

19 

Polaroid 

2,528 

—38.4 

91 


The  500  Biggest  Corporations  By  Market  Vali 


Common 

% 

Common 

% 

Common      % 

Market 

Change 

Market 

Change 

Market    Chai^ 

Rank                                   Value 

Over 

Rank                                    Value 

Over 

Rank 

Value       Ovd 

1970  1969       Company        ($000,000) 

1969 

197D 

1969        Company        ($000,000 

1969 

1970 

196S 

Company        ($000,000)    196| 

34      32     Caterpillar  Tractor     2,432 

0.6 

86 

94     Kraftco                     1,189 

8.1 

•138 

91 

Scott  Paper 

827    —28. 

35     35    Union  Carbide           2,412 

7.8 

87 

108    Consolidated  Edison  1,135 

13.7 

139 

138 

Halliburton 

819      -4 

36     38    Pfizer  Inc                 2,314 

5.6 

88 

148     Philip  Morris             1,119 

38.8 

140 

144 

Ralston  Purina 

818      —0 

37     36     Goodyear  Tire  &  Rub  2,303 

3.6 

89 

75    Continental  Can         1,115 

-15.5- 
—9.8 

141 

169 

CPC  International 

810        12 

38     43    Dow  Chemical           2,224 

7.2 

90 

86    Monsanto                 1,086 

142 

287 

Texas  Eastern  Trans 

810        70! 

39     37    BankAmerica  Corp     2,202 

—0.1 

91 

135    Central  &  South  West  1,084 

26.2 

143 

100 

Combined  Insurance 

800    — 25i 

40     44     General  Foods           2,176 

5.5 

92 

88    Campbell  Soup          1,083 

-8.9 

144 

176 

Whirlpool 

798        151 

41      48    R  J  Reynolds  Inds       2,161 

18.0 

93 

99     Marathon  Oil             1,083 

0.6 

145 

137 

Am  Metal  Climax 

796      -7-; 

42     46    Pacific  Gas  &  Elec      2,115 

10.0 

94 

147     Columbia  Gas  System  1,071 

32.7 

146 

53 

Electronic  Data  Sys 

795    -54 

43     47    SSKresge                2,103 

11.4 

95 

110     Florida  Power  &  Lt     1,057 

6.6 

147 

105 

Phelps  Dodge 

795    -21 

44      50    Phillips  Petroleum     2,092 

17.1 

96 

96    FWWoolworth          1,053 

—3.1 

148 

131 

US  Plywood-Champion  793      — 9| 

45      29     Burroughs                 2,006 

—26.1 

97 
98 

95    Standard  Oil  (Ohio)     1,033 

—5.5 

149 

155 

Phil  Electric 

790         3 

46      39    Bristol-Myers            1,898 

-13.1 

154     Middle  South  Util       1,025 

33.2 

150 

111 

Continental  Corp 

778    —2(2 

47      51     First  Natl  City  Corp    1,868 

5.1 

99 

98     Union  Oil  California    1,021 

-5.7 

151 

195 

Borden 

775        18 

48      41     RCA  Corp                  1,812 

—15.5 

100 

103    Abbott  Laboratories    1,020 

—0.9 

152 

192 

Kerr-McGee 

770       le 

49     49    United  States  Steel    1,767 

-3.3 

101 

113    Schlumberger           1,015 

4.7 

153 

77 

Hewlett-Packard 

769    -HY 

50      60    Anheuser-Busch         1,710 

5.0 

102 

102     Holiday  Inns             1,015 

—2.1 

154 

230 

Marcor 

763        3Z 

51      61     Federated  DptStores  1,685 

4.7 

103 

133     Pub  Serv  Elec  &  Gas   1,007 

15.7 

155 

208 

Lubrizol 

759        21 

52      55    Chase  Manhattan       1,634 

—1.4 

104 

87     Bethlehem  Steel        1,007 

-15.7 

156 

159 

Int  Flavors  &  Frag 

754         ] 

53     62     Commonwealth  Ed      1,630 

3.2 

105 

58    Transamerica            1,004 

—39.1 

157 

180 

Int  Harvester 

752         < 

54      71     Texas  Utilities           1,586 

10.7 

108 

82     Occidental  Petroleum  998 

—20.9 

158 

158 

FMC 

741          -r 

55      72     Continental  Oil          1,581 

14.1 

107 

123     Consolidated  Foods      993 

8.9 

159 

170 

Smith  Kline  &  French 

741 

56      *      Schering-Plough         1,580 

* 

108 

115     Union  Pacific  Corp        987 

3.0 

160 

120 

Am  Smelting  &  Ref 

735    —2: 

57      59     International  Paper    1,563 

—5.0 

109 

130    Southern  Pacific          986 

12.2 

161 

56 

Control  Data 

727    -5r 

58      79     Tenneco                    1,546 

20.6 

110 

129    Mfrs  Hanover  Corp       980 

10.2 

162 

190 

National  Biscuit 

727        V 

59      69    Am  Elec  Power           1,539 

2.2 

111 

85    Singer                        977 

-19.5 

163 

126 

Kimberly-Clark 

725    —1 

60     90    American  Cyanamid    1,526 

30.4 

112 

132     Household  Finance       959 

10.0 

164 

173 

Richardson-Merrell 

724 

61      63     Sterling  Drug             1,493 

—4.2 

113 

127     Beatrice  Foods            933 

4.3 

165 

125 

Motorola 

721    —1 

62      83     Sun  Oil                     1,475 

17.6 

114 

152     Houston  Lt  &  Pow        929 

19.2 

168 

145 

Crown  Zellerbach 

718    —1 

63      74    Emerson  Electric        1,475 

10.0 

115 

81     Connecticut  General     899 

—28.8 

167 

146 

Baxter  Laboratories 

716    -1 

64      76    Southern  Company     1,456 

10.5 

116 

73     Texas  Instruments       888 

-35.5 

168 

211 

Detroit  Edison 

714        1 

65     67    Travelers                 1,455 

—4.8 

117 

162     INA                            878 

20.3 

169 

227 

Utah  Construct  &Min 

712        2 

66     40    Honeywell                1,442 

—33.1 

118 

80    Sperry  Rand                877 

—30.9 

170 

151 

Upjohn 

712      - 

67      66    Gillette                    1,441 

-5.9 

119 

107     Owens-Illinois             877 

—12.5 

171 

267 

American  Natural  Gas 

709        4 

68      45     Boise  Cascade           1,405 

—30.6 

120 

142     Coastal  States  Gas       875 

6.1 

172 

185 

National  Steel 

708 

69      57    Chrysler                   1,386 

—15.9 

121 

149    Chemical  New  York      872 

8.3 

173 

164 

American  Can 

705      -' 

70      70    Firestone  Tire           1,374 

-7.6 

122 

161     Kellogg                      871 

18.2 

174 

207 

Zenith  Radio 

704        ] 

71    118    Getty  Oil                  1,314 

38.9 

123 

153     Carnation                   868 

12.7 

175 

245 

Superior  Oil 

702       :  • 

72     64    Kennecott  Copper      1,306 

—15.8 

124 

206    Safeway  Stores            867 

37.4 

176 

163 

PPG  Industries 

699      -, 

73     84    Southern  Cal  Edison  1,301 

6.6 

125 

140     Revlon                        866 

4.7 

177 

178 

AMP 

699 

74    101     Cities  Service           1,274 

19.1 

126 

186    CIT  Financial               863 

27.7 

178 

242 

G  D  Searle 

693       : 

75    116     American  Express       1,255 

31.4 

127 

136    Western  Bancorp         861 

0.4 

179 

109 

Teledyne 

692   -: 

76    112     Aetna  Life  &  Cas        1,254 

28.9 

128 

160    Va  Electric  &  Power      856 

14.8 

180 

213 

Marlennan 

690      :: 

77      93     Squibb  Beech-Nut      1,241 

9.8 

129 

156    Consumers  Power        850 

11.5 

181 

196 

Colgate-Palmolive 

688         : 

78      97     J  P  Morgan  &  Co         1,233 

13.9 

130 

177    Walt  Disney                850 

22.7 

182 

252 

ContI  Telephone 

683      :i 

79      65     Alcoa                       1,231 

-19.7 

131 

54     Nat  Cash  Register        849 

—50.6 

183 

222 

Engelhard  Min  &  Ch 

682          1 

80      52     Corning  Glass  Works  1,228 

-30.0 

132 

124     Armstrong  Cork            847 

-5.9 

184 

193 

General  Public  Utils 

682         i 

81     114     American  Brands        1,212 

26.4 

133 

119     TRW                           843 

-10.7 

185 

188 

Great  Atl  &  Pac  Tea 

681          ! 

82    128     Burlington  Inds          1,205 

35.1 

134 

212     Hercules                    841 

36.6 

186 

249 

Ingersoll-Rand 

678         ) 

83    134     Louisiana  Land          1,205 

39.9 

135 

150    Celanese                    837 

4.7 

187 

340 

Pittston 

677         ^ 

84      89     PepsiCo                    1,204 

2.4 

136 

92     Technicon                   832 

-27.8 

188 

271 

Johns-Manville 

670         I 

85     68    Am  Hospital  Supply     1,191 

-21.7 

137 

78     CBS                           830 

—35.8 

189 

238 

U  S  Fidelity 

670         ^ 

'  r 

*  Not  comparable. 
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Why  C&S  Wives  are  not  always 
happy  with  C&S  Husbands. 


Don't  get  us  wrong.  They're  generally  a  pretty  happy 
group  of  ladies. They  enjoy  living  in  the  Southeast. The 
climate's  nearly  perfect;  schools,  transportation, 
and  shopping  are  all  great. 

But  there's  a  rub. 

The  Southeast  in  general,  and  Atlanta 
specifically,  are  growing  by  leaps  and  bounds. 
And  C&S  is  growing  right  along  with  its  customers 
It  all  means  more  profit  for  our  customers,  and 
more  business  for  us  (right  now,  80  of 
Fo/'^u/ie's  top  100  deal  with  us). 

So  it's  long  days,  late  nights 
and  short  weekends.  And  we 
oveit.You'llloveit,  too. 

But  it's  kind  of  hard 
on  the  ladies. 


Mrs.  Lyn  Stallard,  who's  becoming  a 
whiz  at  solitaire.  Ever  since  Jack  has 
been  looking  for  potential  plant  sites 
for  an  expanding  textile 
manufacturer. 


Mrs.  Medora  Falkenberg,  who's 
at  least  happy  she's 
saving  money  on  baby 
sitters.  While  Herb  is 
working  late  on  a  lock- 
box program  for  a 
major  national  firm. 


CgS 


Lei  us  show 

what  we  can  do  for  you. 


The  Citizens  and  Southern  Banks  in  Georgia 

East  of  the  Mississippi  call  Walter  F.  Reames  in  New  York 
(212)  753-1880,  or  Richard  Carpenter  in  Atlanta  (404) 
588-2253.  West  of  the  Mississippi  call  Peter  A.  Smith  in 
Los  Angeles  (213)  388-0488,  or  Peter  Isop  in  Atlanta 
(404)  588-2275. 
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The  500  Biggest  Corporations   By  Market  Vdlt 


Common 

% 

Common 

% 

Common      % 

Market 

Change 

Market 

Change 

Market    Chant 

Rank 

Value 

Over 

Rank 

Value 

Over 

Rank 

Value       Ove 

197C 

196S 

Company        ($000,000] 

1969 

1970  1969        Company        ($000,000 

1969 

197C 

196S 

Company        ($000,000)    136* 

190 

183 

Bankers  Trust  N  Y 

669 

—1.6 

242    143     Dow  Jones 

566 

-31.4 

294 

308 

C&O/B&DRRs 

458         2 

191 

247 

Black  &  Decker 

667 

24.5 

243    276     Con  Natural  Gas 

565 

16.0 

295 

209 

American  Airlines 

456    -26 

192 

171 

Kaiser  Alum  &  Chem 

666 

—7.0 

244    301     Illinois  Power 

564 

23.0- 

296 

304 

Morton-Norwich 

456         1 

193 

184 

Allied  Chemical 

665 

—1.7 

245    223     Carrier 

563 

^.8 

297 

293 

Marine  Midland  Bank! 

i  455      -2 

194 

172 

Textron 

664  " 

-6.9 

246    325     St  Paul  Companies 

561 

32.7 

298 

272 

Reynolds  Metals 

453      -8 

195 

167 

Jos  Schlitz  Brewing 

663 

-8.3 

247    214     Dun  &  Bradstreet 

550 

—10.1 

299 

226 

Northwest  Airlines 

449    -23 

196 

210 

Pennzoil  United 

662 

6.2 

248    257     Rohm  &  Haas 

549 

6.1 

300 

328 

First  Bank  System 

446         7 

197 

217 

Magnavox 

661 

8.9 

249    225     Chesebrough-Pond's 

549 

-6.5 

301 

349 

Lucky  Stores 

446        1 

6 
1 

198 

168 

Norfolk  &  Western  Ry 

660 

—8.4 

250    197     Borg-Warner         ^ 

T4r 

-16.0 

302 

339 

Clark  Equipment 

445        1 

199 

165 

United  Utilities 

658 

—9.1 

251    262     Mellon  Natl  Bnk 

542 

5.6 

303 

403 

Southern  Railway 

444        40 

200 

139 

Dart  Industries 

655 

—21.0 

252    250     Northeast  Utilities 

542 

3.0 

304 

253 

North  Am  Rockwell 

443    -15 

201 

157 

Newmont  Mining 

654 

—14.1 

253    269     Norton  Simon 

539 

8.1 

305 

264 

U  S  Industries 

443    -1 

3 

202 

174 

Lincoln  National 

654 

—6.9 

254    320     Long  Island  Lighting 

533 

"^24. 5^ 

306 

323 

Pacific  Lighting 

441 

203 

198 

W  T  Grant 

652 

1.0 

255    285     Florida  Power 

528 

11.2 

307 

219 

National  Lead 

441    -n\ 

204 

244 

W  R  Grace 

649 

20.1 

256    315     Cleveland  Elec  Ilium 

528 

20.9 

308 

312 

Libbey-Dwens-Ford 

439      -' 

205 

205 

Ohio  Edison 

646 

2.0 

257    268     United  States  Gypsun 

1  528 

5.5 

309 

■ 

Burlington  Northern 

436      24 

206 

228 

Delta  Air  Lines 

643 

^10.2  ~ 

258    350     Northern  Natural  Gas 

525 

37.2 

310 

348 

TransGont  Gas  Pipe 

433     1^ 

207 

471 

Federal  Nat  Mort 

643 

154.4 

259    194     Texas  Gulf  Sulphur 

520 

—20.8 

311 

240 

Dayton  Hudson 

432    -2( 

208 

187 

Standard  Brands 

642 

—4.1 

260    319    Allegheny  Power 

517 

20.5 

312 

357 

Cincinnati  Gas  &  El 

432        11 

209 

181 

Duke  Power 

642 

—6.4 

261    294     Niagara  Mohawk  Power  516 

10.9 

313 

335 

Pan  Am  World  Airways 

431         1 

210 

2:4 

Conill 

638 

15.1 

262    215     NLTCorp 

515 

-15.6 

314 

■ 

Pennsylvania  Life 

428      -! 

211 

200 

Owens-Corning  Fiberg 

636 

-0.3 

263    303     El  Paso  Natural  Gas 

511 

13.1 

315 

382 

Northern  Illinois  Gas 

426        2 

212 

175 

Eaton 

634 

-8.7 

264    383     AMF 

511 

54.8 

316 

306 

Nat  Dist  &  Chem 

425      - 

213 

246 

Greyhound 

630 

17.3 

265    286     St  Regis  Paper 

510 

7.4 

317 

347 

Simplicity  Pattern 

425       1 

214 

189 

General  Mills 

622" 

"^.9^ 

266    273     Inland  Steel 

510 

3.5 

318 

388 

MGIC  Investment 

421       2 

215 

221 

Santa  Fe  Industries 

618 

4.2 

267    342     North  States  Power 

509 

28.6 

319 

199 

Naico  Chemical 

421    -3 

216 

141 

Armco  Steel 

616 

—25.5 

268    232     Comsat 

508 

—10.2 

320 

203 

McGraw-Hill 

420    -3 

217 

224 

Quaker  Oats 

614 

4.5 

289    236    Ashland  Oil 

506 

-8.6 

321 

448 

Chubb 

418       5 

218 

122 

Becton,  Dickinson 

614 

—33.9 

270    345     Combustion  Engineer 

506 

30.0 

322 

331 

Northwest  Bancorp 

415 

219 

258 

Baltimore  Gas  &Elec 

613 

18.4 

271    307     Heublein 

506 

12.5 

323 

279 

Dlin  Corp 

414    -1 

220 

274 

Sec  Pac  Nat  Bank  Cal 

611 

24.3 

272    243     Loew'sCorp 

504 

-7.0 

324 

380 

Jim  Walter 

414       : 

221 

239 

ARA  Services 

609 

11.2 

273    263     Associated  Dry  Goods 

504 

—1.5 

325 

396 

Oklahoma  Gas  &  Elec 

414     ; 

222 

241 

Beneficial  Corp 

608 

12.2 

274    353     Gen  American  Trans 

503 "" 

33.4 

326 

497 

Masonite 

^414     ; 

223 

298 

Union  Electric 

606 

31.0 

275    318     Square  D 

503 

16.2 

327 

220 

American  General 

412  -; 

224 

201 

Deere 

604 

^.9 

276    329     H  J  Heinz 

500 

21.0 

328 

292 

Zaie 

410    - 

225 

309 

Southern  Natural  Gas 

600 

34.3 

277    336    May  Dept  Stores 

497 

22.8 

329 

288 

United  Aircraft 

409    - 

k  226 

> 

106 

Litton  Industries 

600 

—40.4  ' 

278    355     Kroger 

494 

32.1 

330 

^9 

Max  Factor 

408    - 

§  227 

297 

Peoples  Gas 

595 

28.6 

279    305     McGraw-Edison 

492 

9.2 

331 

392 

Fodders 

407 

\  228 

278 

Gulf  States  Utils 

595 

111 

280    322     Winn-Dixie  Stores 

488 

14.6 

332 

391 

Gen  Tire  &  Rubber 

405 

229 
230 

390 
260 

Amerada  Hess 

592 

81.4 

281    333     Public  Service  ind 

481 

18.1 

333 

296 

Martin  Marietta 

404    - 

No  Ind  Public  Serv 

589 

14.1 

282    395     General  Reinsurance 

479 

49.2 

334 

283 

B  F  Goodrich 

403    - 

231 

179 

CNA  Financial 

587 

—14.9 

283    317     Pabst  Brewing 

477 

10.2 

335 

■ 

Akzona 

401 

232 

261 

First  Chirapo  Coin 

584 

13.6 

284    289     Diamond  Int 

477 

0.5 

336 

372 

National  Gypsum 

400 

233 

234 

202 

Tarn,- 
Times-Mirruf 

58.1 

-8.0 

285  337     Melville  Shoe 

286  354     First  Charter  Fin 

477 

18.6 

337 

402 

Dana 

398 

259 

584 

12.8 

474 

26.4 

338 

27o 

UAL  Inc 

398    - 

235 

313 

Mattel 

583 

33.0 

287    218     Sperry  &  Hutchinson 

466 

—22.9 

339 

324 

American  Standard 

397      - 

236 

117 

Digital  Equipment 

583 

—38.6 

288    235    Republic  Steel 

465 

-16.1 

340 

231 

City  Investing 

396    - 

237 
238 

255 

Uniroyal 

578 

11.5 

289  256     Prentice-Hall 

290  361     Hanna  Mining 

463 

—10.7 

341 

326 

Govt  Employees  Ins 

392      - 

280 

Panhandle  East  Pipe 

577 

20.1 

462 

27.2 

342 

311 

Wells  Fargo 

388    - 

239 

166 

McDonnell  Douglas 

572 

-20.9     \ 

291    414     Maytag 

460 

51.2 

343 

429 

Jewel  Companies 

386 

240 

302 

McDonald's  Corp 

57? 

747     • 

292    191     Anaconda 

460 

—30.3 

344 

369 

Sou  New  England  Tel 

385        ' 

241 

■ 

American  IntI  Group 

5b'' 

1.5     5 

293    295     Union  Camp 

459 

—1.1 

■  No 

1  on  500  list  in   1969. 

1 

94 


FORBES,  MAY  15.  V 


Im^' 


m 


tit 


Bi: 


ail  the 

^e'll  Send  you 

ix  Cities. 


n  New  Jersey,  the  future  of  our  cities  is  now.  And  you  or 
^our  company  can  be  part  of  it.  New  Jersey's  cities  face 
Tiany  of  the  same  problems  of  cities  elsewhere  in  the 
country.  But  in  New  Jersey  they're  doing  something 
bout  it.  Six  of  our  major  cities  have  created  firm,  spe- 
ific.  ambitious  plans  for  the  future.  Plans  that  present 
xciting  opportunities  for  profitable  investment.  More 
han  S1  billion  have  already  been  injected  into  the  re- 

rth  of  these  cities,  and  it's  just  a  start.  Our  booklet,  "Six 
Cities  Forward",  shows  you  where  the  investment  oppor- 
unities  are.  and  describes  what  has  already  been  ac- 
complished in  these  six  cities.  For  your  free  copy  of  this 
jxciting  full-color  48-page  booklet  simply  return  the 
:oupon  today. 
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First  in 
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Jersey  City 

America's 
^  Gateway 
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City  of 
Promise 
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idorisworldiHitopl 


With  your  approval.  We're  trying  to 
get  you  through  a  burgeoning  workload 
in  a  shrinking  work  week. 

Your  business  is  our  pkasure. 

As  America's  largest  producer  of  figure- 
work  machines,  Victor  has  a  stake  in 
lightening  your  workload.  That's  why 
Victor  offers  a  full  line  of  electronic 
calculators,  computers,  cash  registers  and 
graphic  communications  equipment.  Plus 
temporary  help  and  business  school 
services. 

No  matter  how  large  or  small  or 
complex  your  business,  you'll  find  Victor 
business  machines  that  will  lighten  your 
workload  while  saving  you  time 
and  money. 

Your  pleasure  is  our  business. 

Comes  the  weekend,  or  sooner,  and  we  can 
help  you  expend  some  of  the  energy  you 
saved  during  the  week.  Because  Victor 
makes  efficient  pleasure  machines,  too. 


I 


Many  of  America's  most  famous 
recreational  lines  are  made  by  division! 
Victor.  PGA  golf  equipment,  Heddon 
fishing  tackle,  Daisy  air  rifles.  Bear  arcl 
equipment,  Ertl  toys  and  Valley  pool 
tables,  to  name  just  a  few. 

This  puts  Victor  in  an  advantagi 
position  in  two  booming  industries- 
business  machinery  and  leisure  machine 

Which  also  explains  why  we  don'| 
mind  putting  you  out  of  business,  and  in 
the  pursuit  of  pleasure. 

Victor  Comptometer  Corporatic 
3900  North  Rockwell  Street,  Chicago, 
IlUnois  60618. 

F^  VICTOR 
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The  500  Biggest  Corporations   By  Market  Valm 


I 

Common 

% 

Common 

% 

Common 

% 

Market 

Change 

Market 

Change 

Market 

Changij 

Rank 

Value 

Over 

Rank 

Value 

Over 

Rank 

Value 

Overll 

1970 

1969 

Company        ($000,000) 

1969 

1970 

1969 

Company        ($000,000) 

1969 

1970  1969 

Company        ($000,000 

1969 

1 

345 

344 

First  Natl  Boston 

383 

-2.3 

397 

384 

Gimbel  Brothers 

309 

—6.5 

449 

■ 

Hoover 

259 

31.3 

346 

453 

Lone  Star  Gas 

382 

42.8 

398 

216 

Boeing 

309 

—49.3 

450 

■ 

Crum  &  Forster 

258 

26.0 

347 

371 

Champion  Spark  Plue 

380 

9.0 

399 

426 

Hershey  Foods 

307 

4.5- 

451 

■ 

Brown-Forman  Dist 

258 

20.0^ 

348 

394 

Skyline  Corp 

380 

18.1 

400 

■ 

National  Serv  Inds 

305 

33.6 

452 

341 

Walter  Kidde 

258 

-35.0 

i 

349 

338 

Western  Union 

379 

-5.6 

401 

424 

Del  Monte 

304 

1.9 

453 

469 

Houston  Natural  Gas 

258 

2.4 

350 

290 

Raytheon 

379 

—19.9 

402 

454 

Potomac  Elec  Power 

303 

13.0 

454 

■ 

Montana  Power 

256 

30.1 1 

351 

284 

R  R  Donnelley  &  Son 

374 

—21.5 

403 

462 

Monroe  Auto  Equip 

302 

14.6 

455 

■ 

Air  Reduction 

256 

37.7| 

352 

473 

Liggett  &  Myers 

373 

48.4 

404 

310 

Hilton  Hotels 

302 

-32.0 

456 

435 

Bank  of  New  York 

255 

-10.fl 

f 

353 

464 

Gr  Western  Financial 

372 

42.1 

405 

■ 

Interco 

301 

55.8 

457 

441 

ContI  Mortgage  Inves 

255 

-8.3 

354 

407 

Duquesne  Light 

371 

18.4 

406 

377 

Avery  Products 

301 

—10.4 

458 

442 

ACF  Industries 

255 

-Tijl 

355 

406 

Safeco 

371 

17.8 

407 

419 

Sunbeam 

300 

0.1 

459 

■ 

Marshall  Field 

254 

V 

356 

476 

Broadway-Hale 

370 

48.8 

408 

470 

Gardner-Denver 

300 

17.5 

460 

■ 

Tandy 

254 

l" 

357 

368 

Crown  Cork  &  Seal 

368 

4.1 

409 

415 

Essex  International 

298 

—1.8 

461 

■ 

McCulloch  Oil 

253 

22.3 

358 

330 

Carolina  Power  &  Lt 

367 

—10.9 

410 

459 

Wachovia 

295 

11.8 

462 

■ 

Air  Prods  &  Chems 

253 

20.6  ■ 

359 

300 

Marriott 

366 

—20.4 

411 

■ 

Clorox 

294 

53.1 

463 

447 

Arkansas  Louisiana  G 

250 

-7.91 

360 

373 

Penn  Power  &  Light 

365 

5.4 

412 

431 

Nat  Bank  of  Detroit 

293 

1.6 

464 

421 

Cleveland  Trust 

250 

-16.3 

361 

345 

Rorer-Amchem 

364 

—6.3 

413 

401 

Gulf  &  Western  Inds 

290 

-8.4 

465 

477 

Sherwin-Williams 

249 

0.1 

362 

352 

Swift 

364 

-3.8 

414 

■ 

Capital  Holding 

289 

28.5 

466 

■ 

Lone  Star  Cement 

248 

29.80 

363 

356 

Crocker  Natl  Corp 

362 

—3.1 

415 

494 

Southwestern  Life 

288 

21.8 

467 

400 

Castle  &  Cooke 

248 

-21.7 

364 

389 

Wisconsin  Elec  Power 

360 

10.3 

416 

484 

Tampa  Electric 

288 

17.2 

468 

■ 

Cabot 

248 

64.4 

365 

351 

Otis  Elevator 

360 

—5.0 

417 

472 

Boston  Edison 

285 

13.0 

469 

■ 

Cen  III  Pub  Service 

247 

34.9 

366 

450 

Public  Service  Colo 

359 

32.7 

418 

440 

III  Central  Inds 

284 

1.6 

470 

■ 

American  Greetings 

246 

25.6 

367 

■ 

Citizens  &  Southern 

358 

26.5 

419 

480 

N  Y  State  Elec  &  Gas 

283 

15.1 

471 

456 

Cyprus  Mines 

244 

-8.P 

368 

417 

Seaboard  Coast  Line 

356 

18.2 

420 

408 

Economics  Laboratory 

283 

-9.1 

472 

■ 

Gannett 

242 

15,.- 

t 

369 
370 

432 

■ 

Pacific  Power  &  Lt 
IntI  Utilities 

354 
353 

23.0 
71.9 

421 
422 

466 
362 

General  Cable 
Fruehauf 

281 
280 

8.8 
—22.7 

473 
474 

437 
399 

Westvaco 
Seatrain  Lines 

240 
239 

-15:1 
-24.f 

371 

433 

First  Penna  Corp 

352 

23.0 

423 

321 

Signal  Companies 

280 

—34.3 

475 

■ 

Bassett  Furniture 

239 

13.6   r, 

372 

422 

H  &  R  Block 

352 

17.9 

424 

■ 

Auto  Data  Processing 

280 

24.2 

476 

486 

Ethyl 

237 

-2.9 

0 

373 

381 

Brunswick 

351 

5.9 

425 

385 

Babcock  &  Wilcox 

280 

—15.0 

477 

358 

Miles  Laboratories 

237 

-35.5 

374 

418 

Timken  Company 

350 

16.4 

426 

386 

Charter  N  Y 

280 

—14.8 

478 

■ 

Joy  Manufacturing 

236 

18.[ 

375 

291 

Harris-lntertype 

349 

—25.9 

427 

■ 

Genuine  Parts 

280 

60.4 

479 

■ 

Brown  Shoe 

235 

11.; . , 

376 

282 

Pitney-Bowes 

348 

—27.2 

428 

465 

Southland  Corp 

278 

7.0 

480 

481 

Provident  Life  &  Ace 

235 

-ii 

r 

377 

467 

East  Gas  &  Fuel 

342 

32.4 

429 

427 

American  Nat  Ins 

276 

—5.9 

481 

233 

Kaiser  Steel 

234 

-58.( 

378 

387 

Stauffer  Chemical 

341 

3.9 

430 

485 

So  Carolina  El  &  Gas 

275 

12.5 

482 

■ 

Evans  Products 

234 

2o; 

379 

409 

Gerber  Products 

338 

9.2 

431 

■ 

Louisville  G  &  E 

273 

20.0 

483 

■ 

Mercantile  Stores 

233 

17.'. 

380 

378 

Liberty  Nat  Life  Ins 

338 

0.6 

432 

363 

Sybron 

273 

—24.3 

484 

■ 

Walter  E  Heller 

233 

27.i 

381 

405 

New  England  Electric 

337 

7.0 

433 

397 

Freeport  Minerals 

271 

-15.2 

485 

482 

Hobart  Manufacturing 

232 

-5J 

1* 

382 

412 

Trans  Union  Corp 

337 

10.4 

434 

398 

Foremost-McKesson 

271 

-15.0 

486 

■ 

Pet 

232 

8.1 

! 

383 

490 

Dresser  Industries 

331 

38.9 

435 

376 

Mead 

269 

—20.4 

487 

■ 

New  Process 

230 

64.;- 

384 

2// 

A  H  Robins 

331 

—32.0 

436 

496 

Tecumseh  Prods 

268 

14.0 

488 

438 

Anchor  Hocking 

230 

-18.( 

If 

385 
386 

451 
365 

Diamond  Shamrock 
Franklin  Life  Ins 

329 
328 

22.1 
—8.1 

437 
438 

■ 
■ 

Southwstn  Pub  Serv 
Kaufman  &  Broad 

267 
267 

23.9 
40.5 

489 
490 

■ 
■ 

San  Diego  Gas  &  Elec 
Valley  Natl  Bnk  Ariz 

230 
229 

1.1 

2.; 

4 

38/ 

i/b 

Central  Tel  &  Utils 

327 

-3.5 

439 

■ 

Studebaker-Worthingt  266 

40.3 

491 

461 

Hart  Schaff  &  Marx 

229 

-13.1 

« 

388 

251 

Kaiser  industries 

327 

-37.8 

440 

445 

Wickes 

266 

—3.2 

492 

■ 

Texas  Oil  &  Gas 

227 

^ 

i 

389 

360 

Jefferson  Pilot 

327 

—10.2 

441 

410 

Pillsbury 

266 

—13.8 

493 

■ 

Sedco 

227 

M 

1 

390 

374 

R  H  Macy 

325 

—4.6 

442 

434 

Willamette  Inds 

266 

—6.4 

494 

■ 

NCNB 

226 

33.! 

ft 

391 

32/ 

Bendix 

322 

-22.6 

443 

■ 

Monumental  Corp 

263 

70.1 

495 

229 

Tektronix 

225 

-61.' 

1; 

392 

430 

Genesco 

318 

10.0 

444 

■ 

Rep  Nat  Bank  Dallas 

263 

43.3 

496 

■ 

Quaker  State  Oil  Ref 

225 

42.! 

';. 

393 

455 

Kinney  Nat  Service 

315 

17.7 

445 

■ 

Dayton  Power  &  Light 

261 

13.4 

497 

492 

Allied  Stores 

224 

-5.; 

■■■ 

394 

■ 

Seven-Up 

311 

50.2 

446 

452 

General  Development 

260 

—3.4 

498 

404 

St  Joe  Minerals 

223 

-29.; 

•■ 

39b 

36/ 

Trane 

310 

-12.6 

447 

■ 

Texas  Gas  Trans 

260 

23.4 

499 

■ 

Outboard  Marine 

223 

3.1 

396 

41b 

Time  Inc 

309 

2.7 

448 

489 

Jack  Eckerd 

259 

8.5 

500 

■ 

Idaho  Power 

223 

8.1 

■  Not  on  500  list  in  1969 

\ 
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he  "brains"  and  "brawn"  of  steel  .  .  .  looking  from  a  control  center  to  finishing  stands  in  Republic's  new  fiot  mi 


^^HX 

vlff^f 

^^^^^H 

■l'     m      •»      \MB^ 

^^^^^^^H ) 

H*^^" 

y 

1^ 

^^^H^^^l  !' 

M 

^ 

jl 

t'  "■ 

"^JJ^^^S 

Hpi^^^i^ 

V 

•^ 

ii»     g^^l 

— -««S»,^^     ^'^^^^ 

>•  jJ^^^I 

^^  ^  ^V       ^^'^^^^ 

^^^^^^^^^|i 

t^ 

^^^^^^Hi 

Si^^^^vv 

^^^^^^^^^^^H 

1 

1 

epublic's  new  fiot  mill. 

STEP  84  INCHES  INTO 
rOUR  FUTURE... 

vith  MAXI-MILL:  Republic's  massive  new  commitment 
:o  meeting  the  nation's  vital  flat  rolled  steel  needs. 


yide  ribbons  of  quality  steel . . . 
ashing  into  the  future  at  speeds  of 
p  to  3700  feet  per  minute.  From 
lAXI-MILL- Republic's  new  flat 
oWed  steel  complex  in  Cleveland. 
lAXI-MILL  is  our  word  for  precision. 
s  an  advanced  new  84-incti  hot 
lill,  working  side-by-side  with  an 
;dvanced  new  84-inch  cold  mill, 
lolling  the  precision  steels  needed 
)r  automobiles,  appliances,  trucks, 
onstruction  equipment,  farm 
■actors,  and  thousands  of  other 
ital  products! 


The  new  Republic  hot  and  cold  mills 
get  a  strong  assist  from  an  ultra- 
modern pickling  line  ...  a  battery  of 
new  controlled-atmosphere 
annealing  furnaces  . . .  and  a  new 
precision  temper  mill  that  gives  our 
customers  the  exact  ductility  and 
surface  quality  they  specify. 
MAXI-MILL  is  highly  computerized. 
It  delivers  the  physical  and 
mechanical  properties  needed  for 
higher  yields,  easier  forming,  faster 
finishing.  What's  more,  it  has  the 
capacity  and  flexibility  to  deliver 
tonnage  orders  on  time.  In  coil 
weights  ranging  up  to  70,000  lbs. 


Together  with  Republic's  modern 
melting  and  processing  operations, 
the  new  MAXI-MILL  hot  and  cold 
rolling  facilities  are  ideally  situated 
to  serve  America's  largest  market 
for  flat  roiled  steels.  Surging  new 
proof  of  our  commitment  to  serve  the 
nation's  vital  flat  rolled  needs. 
Far  into  the  future.  Republic  Steel 
Corporation,  Cleveland,  Ohio. 


Rcpublicsteel 


' 


^Ve  move  into 
Century  II 
v^ith  a 
declaration  of  v^ar 


For  100  years  now — from  1871  to  1971  — 

we    have    been    in    business,    helping    to 

correct  many  of  the  ills  that  have  faced 

our  nation  and  the  world. 

During  these  years,  our  achievements  in 

the  realm  of  industrial  and  construction 

equipment    have    helped    to    shape    the 

technology  of  today. 

As  we  move  into  Century  II,  it  is  fitting 

that  we  state  our  objectives  concerning 

the  basic  problems  which  loom  large  on 

the  horizon  of  tomorrow. 

It  is  our  intention  to  direct  our  technical 

skills  and  abilities  toward  the  solution  of 


the  major  problems  identified  below.  We 
have  already  made  notable  progress  in 
these  areas.  Through  continual  improve- 
ment and  new  product  development,  we 
are  determined  to  make  even  greater 
contributions  in  the  years  ahead. 
Our  motivation  is  not  entirely  altruistic. 
We  are  confident  that  progress  which 
benefits  mankind  will  also  benefit  our 
company  and  our  shareholders.  For  fur- 
ther information  on  our  pollution  control 
activities,  send  for  Bulletin  725.  Ingersoll- 
Rand,  Dept.  PC,  11  Broadway,  New 
York,   N.   Y.    10004. 


War  on  Pollution 

There  will  be  less  fouling  of  the  air 
and  water,  more  lead-free  car  and  truck 
fuels,  lower  crankcase  emission — with 
the  help  of  our  pumps,  compressors  and 
anti-friction  bearings. 


War  on  Hunger 

The  world  will  produce  more  food  per 
acre  of  land,  because  our  air  and  gas 
compressors  help  make  low-cost  fer- 
tilizers and  our  drills  and  pumps  make 
wastelands  bloom. 


War  on  Overcrowding 

Traffic  strangulation  will  be  eased  by 
more  and  better  highways — constructed 
with  the  help  of  our  rock  drills,  com- 
pressors, air  tools,  compactors  and  tunnel 
boring  machines. 


War  on  Noise 

Construction  and  repair  work  will  be 
far  quieter — because  all  I-R  demolition 
tools  are  of  the  "Noise-Less"  type  and 
"Whisperized"  portable  compressors  are 
available  for  every  need. 


War  on  Fuel  Shortages 

Oil,  natural  gas  and  fossil  fuel  will  be 
made  more  abundantly  available — with 
the  help  of  our  pumps,  pipeline  com- 
pressors, jet  turbines  and  mechanized 
coal  miners. 


War  on  Power  Failures 

There  will  be  less  danger  of  blackouts, 
because  we  build  an  extra  margin  of 
dependability  into  our  power  plant 
equipment — pumps,  compressors,  con- 
densers and  cooling  towers. 


1971-2071 
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Where's  the 
glamor? 


DIGEST  OF  EARNINGS:  INTERSTATE  BRANDS  CORPORATION 


1970 
Pre-tax  earnings.         9,172,135 
Net  earnings   .  .  .         4,706,018 

Shr  earns    $2.01 

Sales    255,074,529 

1969 

8,295,754 

4,263,769 

$1.85 

244,404,463 

Change 

+  10.6% 

+  10.4% 

+  8.6% 

+4.4% 

Pre-tax  earnings  were  the  highest 
Sales  achieved  a  record  for  the 

in  Interstate' 
9th  consecut 

s  history, 
ive  year. 

Compared  to  optical  scanners,  lasers,  or  nuclear 
reactors,  a  loaf  of  bread  is  an  unexciting  piece 
of  merchandise —  so  familiar,  so  old  in  history, 
it  is  taken  for  g;anred. 

Of  course,  turning  out  600  million  fresh, 
nutritionally-enriched  loaves  each  year,  and  400 
million  delicious  ca]cs — as  Interstate  does — 
is  a  little  more  complicated  than  baking  for  a 
country  village.  And  it  makes  Interstate  one 
of  the  30  large.-;!'  Tf  ,or'     ror  ■•;sors  and  distributors 


in  the  nation. 

So  we  don't  worry  about  glamor.  We  just 
go  on  tending  our  ovens,  working  to  achieve  a 
continuing  growth,  nourish  our  fellow  Americans, 
and  pay  dependable  dividends  (which  we've  done 
without  decrease  for  23  consecutive  years). 

We're  not  pretending  that  last  year's  figures 
were  spectacular,  but  the  trend  was  right. 

It's  a  very  interesting  business.  Not  glamorous. 
Just  essential. 


i 


-i--^  of  our  1970  Annual  Report  is  yours  for  the  asking.  Write: 
P.O.  Box  1627,  Kansas  City,  Missouri  64141 
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The  500  Biggest  Corporations 


By 
Assets 


Everybody  loves  assets,  but  no- 
body's quite  sure  what  they  are. 

What  auk  asskts?  W  chstcr  s  ('/i- 
abridgcd  gi\t's  a  couple  ot  definitions 
thill  seem  apt:  1)  a  (jiialits ,  coiKlitioii 
or  entity  that  serves  as  an  advantage, 
support,  resource  or  source  of  strength 
2)  tlie  series  ot  items  on  a  balance 
sheet  representing  tlie  hook  \alues  at 
a  given  (hite  of  resources,  rights  or 
items  of  propertx  owned  groujied  un- 
der appropriate  headings.  .  .  . 

It  is  the  second  definition  that  cov- 
ers the  figures  here.  They  represent 
the  h(K)k  \ahie— which  may  or  ma\' 
not  reflect  tlie  real  \ahie.  Banks, 
whose  assets  are  (juite  licjuid  and  are 
freciuentiv  turned  over,  probably  are 
wortii  close  to  what  the  books  say 
they  are.  But  what  is  a  steel  mill 
realh  worth?  What  the  books  say  it 
is  worth?  Or  .some  capitalized  value 
of  v\hat  it  can  e«rn? 

C'onsider  Penn  Central:  Its  as.sets 
have  a  l)ook  value  just  short  of  $4.6 
billion,  and  it  stands  high  on  our  list. 
Yet  Penn  (\>ntral  is  l)ankrupt;  those 
assets  were  unable  to  earn  enough  to 
pay  ojierating  (expenses,  let  alouo  in- 
terest on  a  couple  of  billion  dollars 
wortli  of  debt.  NVhat  is  Penn  Clen- 
tral's  $4.6  billion  rcalhj  wordi?  At  the 
moment,  nobodv  knows.  In  the  long 
run,  the  courts  may  have  to  decide. 

Webster's  other  definition— "a  cpial- 
ity  or  condition  .  .  ."—may  be  the  best 
sort  of  asset,  becau.se  the.se  (jualities 
of  management,  of  market  position, 
ves,  of  luck,  are  probably  worth  more 
in  the  end  than  bricks  and  mortar.  In 
putting  a  price  on  a  security,  the  stock 
market  tries  to  measure  these  intan- 
gibles. But  not  entirely  successfully; 
hence  the  wide  price  swings  in  .so- 
called  growth  stocks. 

Assets,  seemingly  the  most  tangible 
of  values,  aren't  so  tangible  after  all.  ■ 


%  Change 

Rank 

Assets 

Over 

1970 

1969 

Company         ($000,000) 

1969 

1 

1 

American  Tel  &  Tel 

49,642 

13.1 

2 

2 

BankAmerica  Corp 

29,740 

16.3 

3 

3 

First  Natl  City  Corp  25,835 

11.9 

4 

4 

Chase  Manhattan 

24,526 

10.6 

5 

5 

Standard  Oil  (NJ) 

19,242 

9.7 

6 

9 

Federal  Nat  Mort 

15,965 

44.9 

7 

6 

General  Motors 

14,058 

—4.2 

8 

7 

Mfrs  Hanover  Corp 

12,665 

5.8 

9 

8 

J  P  Morgan  &  Co 

12,112 

5.8 

10 

10 

Western  Bancorp 

11,410 

7.5 

11 

11 

Chemical  New  York 

10,979 

12.7 

12 

14 

Aetna  Life  &  Cas 

9,950 

8.5 

13 

12 

Bankers  Trust  N  Y 

9,931 

2.4 

14 

13 

Texaco 

9,924 

6.9 

15 

15 

Ford  Motor 

9,849 

7.7 

16 

35 

Int  Tel  &  Tel 

9,002 

16.0 

17 

17 

Conill 

8,864 

16.2 

18 

16 

Gulf  Oil 

8,672 

7.0 

19 

18 

Int  Business  Mach 

8,539 

15.5 

20 

24 

Sec  Pac  Nat  Bk  Cal 

8,038 

19.8 

21 

20 

First  Chicago  Corp 

8,028 

12.5 

22 

19 

Mobil  Oil 

7,921 

10.6 

23 

22 

General  Tel  &  Elec 

7,739 

12.0 

24 

25 

MarlneMidlandBank  7,638 

15.7 

25 

21 

Sears.  Roebuck 

7,623 

7.7 

26 

27 

Travelers 

7,053 

9,8 

27 

29 

Standard  Oil  (Calif) 

6,594 

7.3 

28 

26 

United  States  Steel 

6,311 

—3.8 

29 

28 

Charter  N  Y 

6,309 

1.5 

30 

30 

Wells  Fargo 

6,226 

4.9 

31 

31 

General  Electric 

6,199 

4.5 

32 

33 

Crocker  Natl  Corp 

6,032 

9.5 

33 

34 

Connecticut  General  5,749 

7.7 
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The  500  Biggest  Corporations   By  AsSi 


%  Change 

Rank 

Assets 

Over 

1970 

1969 

Company        ($000,000) 

1969 

34 

37 

Mellon  Natl  Bnk 

5,670 

15.1 

35 

32 

CIT  Financial 

5,635 

0.6 

36 

36 

Standard  Oil  (Ind) 

5,397 

4.8 

37 

39 

Nat  Bank  of  Detroit 

5,175 

10.2 

38 

40 

Chrysler 

4,816 

2.7 

39 

43 

First  Natl  Boston 

4,733 

13.4 

40 

44 

American  Express 

4,655 

12.5 

41 

41 

Shell  Oil 

4,610 

5.8 

42 

23 

Penn  Central 

4,598 

* 

43 

46 

Consolidated  Edison 

4,449 

9.3 

44 

49 

First  Bank  System 

4,406 

14.0 

45 

42 

Atlantic  Richfield 

4,392 

3.7 

46 

47 

Tenneco 

4,344 

7.1 

47 

45 

Northwest  Bancorp 

4,342 

5.8 

48 

48 

Pacific  Gas  &  Elec 

4,319 

7.6 

49 

38 

Control  Data 

4,276 

-9.3 

50 

50 

Transamerica 

3,723 

6.1 

51 

54 

Continental  Corp 

3,581 

11.0 

52 

53 

Union  Carbide 

3,564 

6.2 

53 

51 

E  1  du  Pont 

3,552 

2.9 

54 

94 

GrWesternFinancial 

3,458 

58.8 

55 

57 

Franklin  N  Y  Corp 

3,454 

15.1 

56 

60 

Commonwealth  Ed 

3,375 

14.5 

57 

82 

Westinghouse  Elec 

3,358 

35.5 

58 

55 

Bethlehem  Steel 

3,331 

3.3 

59 

52 

CNA  Financial 

3,299 

-3.4 

60 

69 

First  Penna  Corp 

3,288 

18.8 

61 

67 

Am  Elec  Power 

3,242 

16.3 

62 

58 

Southern  Cal  Edison 

3,227 

7.5 

63 

62 

Bank  of  New  York 

3,149 

7.4 

64 

71 

Southern  Company 

3,098 

13.2 

65 

65 

Lincoln  National 

3,076 

7.2 

66 

59 

Southern  Pacific 

3,066 

2.9 

67 

56 

Phillips  Petroleum 

3,057 

—1.5 

68 

66 

Eastman  Kodak 

3,034 

7.2 

69 

63 

Continental  Oil 

3,023 

4.4 

70 

70 

Goodyear  Tire  &  Rub 

2,955 

6.9 

71 

75 

RCA  Corp 

2,928 

11.5 

72 

64 

Burlington  Northern 

2,926 

1.8 

73 

78 

First  Charter  Fin 

2,873 

13.0 

74 

74 

Norfolk&WesternRy 

2,784 

5.7 

75 

89 

Union  Pacific  Corp 

2,782 

19.8 

76 

76 

Dow  Chemical 

2,780 

6.1 

77 

79 

Sun  Oil 

2,767 

9.4 

78 

86 

Rep  Nat  Bank  Dallas 

2,723 

15.8 

79 

72 

C&O/B&ORRs 

2,718 

1.7 

80 

73 

Avco 

2,688 

1.3 

81 

97 

Unionamerica 

2,678 

26.1 

82 

90 

INA 

2,665 

16.8 

83 

80 

Cleveland  Trust 

2,643 

4.8 

84 

87 

Pub  Serv  Elec  &  Gas 

2,639 

13.2 

85 

81 

Household  Finance 

2,630 

5.2 

•  Not 

compaiable. 

Rank 
1970  1969 


Company 


%  Change 
Assets        Over 
($000,000)    1969 


86  84  Alcoa  2,628  8.2 

87  77  Boeing  2,622  0,7 

88  61  Ling-Temco-Vought  2,582  —12.3 

89  85  Beneficial  Corp  2,572  8.5 

90  92  Occidental  Petroleum2,563  15.8 

91  88  PNBCorpPhila  2,554  9.7 

92  98  Seattle-First  Nat  Bk  2,549  23.2 

93  100  Girard  2,522  23.8 

94  83  Union  Oil  California  2,515  1.6 

95  68  Marcor  2,460  —11.5 

96  130  Wachovia  2,300  35.8 

97  93  Santa  Fe  Industries  2,271  3.5 


98  105  Boise  Cascade  2,267 

99  96  Detroit  Bank  &  Trust  2,261 

100  115  Fir  Wise  Bankshares  2,220 

101  101  Int  Harvester  2,218 


102  99  Cities  Service  2,193 

103  107  UALInc  2,180 

104  95  Gulf&Westernlnds  2,154 

105  106  Mfrs  Nat  Bnk  Detroit  2,151 


14.3 
4.9 

18.8 
9.4 

6.2 

12.0 

—0.8 

9.1 


106  103  Monsanto  2,145  6.6 

107  112  General  Public  Utils  2,134  12.9 

108  102  Firestone  Tire  2,097  3.9 

109  124  Phil  Electric  2,092  17.8 

110  120  First  Nat  Bnk  Dallas  2,072  13.7 

111  111  ColumbiaGasSystem  2,067  9.1 

112  104  American  General  2,065  3.1 

113  142  Northern  Trust  Chi  2,050  26.9 


114  113  International  Paper  2,047 

115  114  Harris  Trust  2,029 

116  209  Honeywell  2,018 

117  121  Consumers  Power  2,003 


118  108  First  Nat  Bnk  Oregon  1,991 

119  117  Pittsburgh  National  1,989 

120  160  American  Brands  1,985 

121  134  Detroit  Edison  1,984 


7.9 
65.1 
10.8 

3.8 

7.6 

31.7 

19.3 


122  118 

123  122 

124  116 

125  145 

126  119 

127  110 

128  131 

129  151 

130  132~ 

131  139 

132  127 

133  140 

134  123 

135  125 

136  155 

137  135 


Armco  Steel  1,979 

Lincoln  First  Banks  1,977 

Getty  Oil  1,946 

Litton  Industries  1,934 


Bank  of  Calif  N  A  1,916 

El  Paso  Natural  Gas  1,911 

R  J  Reynolds  Inds  1,858 

Xerox  1,857 


7.2 

9.6 

4.7 

22.4 

47" 
0.1 
9.7 
19.4 


Procter  &  Gamble  1,855  9.6 

Valley  Natl  Bnk  Ariz  1,851  12.9 

Reynolds  Metals  1  «41  4.9 

PanAmWorldAirwai  1,839  13.1 


Republic  Steel  1,833  2.9 

Citizens  &  Southern  1,830  3.4 

Va  Electric  &  Power  1,830  19.5 

Caterpillar  Tractor  1,814  9.2 


Rank 
1970  1969 


Company 


%Ch;i 
Assets       Oi 
($000,000)    19 


138  138  Weyerhaeuser  1,792 

139  91  NLTCorp  1,789 

140  126  Anaconda  1,785 

141  176  Duke  Power  1,778 


142  159  McDonnell  Douglas  1,769 

143  128  US  Bancorp  Portland  1,759 

144  133  Texas  Eastern  Trans  1,755 

145  174  Bancohio  1,754 


146  153  Standard  Oil  (Ohio)  1,747 

147  137  Kennecott  Copper  1,736 

148  147  Middle  South  Util  1,730 

149  129  Rapid-American  1,730 


150  141  GAG  Corp  1,723 

151  182  Pennzoil  United  1,717 

152  148  Investors  Div  Serv  1,713 

153  149  Georgia-Pacific  1,706 


154  157  Texas  Utilities  1,691 

155  161  ShawmutAssociation  1,682 

156  170  NCNB  1,678 

157  150  American  Natural  Gas  1,666 


182 
183 
184 
185 


186 
187 
188 
189 


"1 
I 


III 


158  167  Nat  Cash  Register      1,645 

159  152  Niagara  Mohawk  Pow  1,644 

160  168  Singer  1,635 

161  180  J  C  Penney  1,627 


162  165 

163  146 

164  136 

165  143 


KaiserAlum&Chem  1,626 

Fidelity  Corp  (Penn)  1,625 

Celanese  1,611 

Nat  City  Bnk  Cleve  1,594 


166  156 

167  154 

168  158 

169  166 


Allied  Chemical 
W  R  Grace 
Southern  Railway 
National  Steel 


1,582 
1,575 
1,573 
1,568 


170  ■  Financial  General  1,563 

171  163  United  Aircraft  1,546 

172  215  Continental  Can  1,535 

173  162  American  Airlines  1,525 


174  192  Northeast  Utilities  1,522 

175  144  North  Am  Rockwell  1,515 

176  175  Lykes-Youngstown  1,511 

177  173  Deere  1,510 

178  183  MinnMining&Manuf  1,500 

179  191  ImperialCorpofAm  1,500 

180  164  Bank  of  Comwealth  1,492 

181  178  American  Can  1,474 


374 
196 
229 
186 


First  Boston  Corp  1,472 

Florida  Power  &  Lt  1,458 

Burroughs  1,448 

F  W  Woolworth  1,436 


205 
179 
193 
184 


Amer  Fletcher 
Mercantile  Tr  N  A 
Sperry  Rand 
Jefferson  Pilot 


1,431 
1,419 
1,414 
1,410 
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Afe're  helping  Uncle  Sam 
nake  a  buck. 

Exactly  150  million  of  them  in 
he  next  two  years. 


s  the  new  Eisenhower  Silver  Dollar, 
hich  isn't  really  all  silver,  but 

ther  a  sandwich-like  strip  of  silver 
nd  copper.  Like  the  John  F  Kennedy 
alf  Dollar  which  Engelhard 
Iso  helped  make. 

st  how  do  we  help? 
/e  make  this  silver-clad  alloy  which 
ncle  Sam  then  mints  into  dollars. 
he  procedure  goes  roughly  like  this: 
rom  the  Bureau  of  the  iviint  we  get 
18  necessary  silver  and  copper. 

the  ton. 

hen,  in  a  plant  designed  for  the 
urpose.  we  cast  ingots  in  the 
roportions  required  for  the  outer 


layers,  or  cladding,  of  the  sandwich 
(80%  silver,  20%  copper)  and  the 
core,  80%  copper,  20%  silver. 
After  hot-rolling  the  cladding  ana  core 
to  proper  lengths  and  thicknesses, 
we  edge-weld  them  together  to 
form  the  sandwich.  Then  we  hot-roll 
the  sandwich  to  bond  the  metal 
by  heat  and  pressure   Subsequent 
steps  include  trimming  and  annealing 
the  clad  metal  and  cold-rolling 
to  specified  finish  thickness. 
After  inspection,  coiling  and  boxing, 
the  strip  is  off  to  the  iviint  where 
it  will  be  blanked,  pressed  into  coins, 
polished  and  prepared 
for  distribution. 


We  at  Engelhard  are  understandably 
proud  that  the  United  States  govern- 
ment has  again  called  on  our 
expertise  with  precious  metals. 
We  are,  in  fact,  the  nation's  largest 
refiner  and  fabricator  of  precious 
metals,  producing  everything  from 
catalysts  and  contacts  to  liquid 
metals  and  air  pollution  devices. 
And  for  a  wide  variety  of  industries. 
Sandwich  strip  for  coins  is  just  one 
example  of  precious  metal 
technology  from  Engelhard,  the 
company  that  works  wonders  with 
wonder-working  metals. 


MINERALS  »  CHEMICALS  CORPORATION 

113  Astor  Street,  Newark,  New  Jersey  07114 

An  Equal  Opporlunily  Employer 


Some  politicians  should  be  asl 


II 


And  we  don't  mean  with  a  brass  band  and  a  50-man  po- 
lice escort,  either. 

We  mean  alone.  Preferably  after  midnight.  When  the 
streets  are  deserted  and  every  shadow  seems  alive  and  even  a 
passing  garbage  truck  is  a  welcome  sight. 

Because  maybe  then  more  of  our  public  officials  would 
find  out  how  the  public  feels  about  poor  street  lighting. 

And  maybe  then  they'd  do  sonnething  about  it. 

But  understand,  we're  not  suggesting  that  all  politicians 


should  be  asked  to  take  a  walk  down  a  dark  street. 
from  statistics,  a  lot  of  them  don't  need  to. 

In  Gary,  Indiana,  for  example,  city  officials  installf 
than  5,000  bright,  new  lights  over  a  two-year  period, 
you  know  what  happened?  70%  fewer  criminal  assa 
dents  were  reported  during  that  period.* 

Town  leaders  in  Wichita,  Kansas,  installed  nev 
too.  There,  auto  accidents  declined  34%. 

And  the  results  are  similar  in  dozens  of  cities  an 

'Source:  The  Library  of  Congress  Referent 


5« 


' 


r.^^ 


Wo 


^A-f 


WM^^^ 


\V-,^'. 


'^ 


'..•  i» 


.'M- 


%{.^S&^-. 


"t. 


'i-'VA' 


-■r^sr. 


is^'ijip- 


•  walk  down  a  street  like  this  one. 
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730  Third  Ave  ,   N  Y  ,  N  Y    10017         I    1 


-c  the  country.  Wherever  good  lighting  goes  up,  crime  and 
;(Jentsgodown. 

Where  do  we,  General  Telephone  &  Electronics,  fit  into 
I  ;rusade  for  brighter  streets? 

We  own  Sylvania,  a  company  that,  among  other  things, 
cuces  modern  mercury  and  iVletalarc  street  lamps, 
i  Naturally,  we  wouldn't  mind  seeing  our  name  up  in  street- 
!h  everywhere. 

But  before  being  businessmen,  we're  citizens.  And  hus- 


bands. And  fathers.  So  we'd  welcome  any  improvement  in 
street  lighting. 

Even  if  it  came  from  our  competition. 

The  important  thing  now  is  to  make  our  streets  and  high- 
ways bright  and  safe. 

The  credit  for  doing  it  can  be  worked  out  later. 
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GERERAL  TELEPHOnE  G  ELECTROniCS 
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The  500  Biggest  Corporations   By  AsSi 


%  Change 

Rank 

Assets 

Over 

1970  196S 

Company        ($000,000) 

1969 

190 

223 

TexasCommerceBank  1,407 

21.9 

191 

171 

Trans  World  Airlines  1,406 

—1.1 

192 

18! 

American  Nat  Ins       1,403 

3.2 

193 

189 

Burlington  Inds         1,402 

8.1 

194 

197 

United  Utilities         1,399 

11.0 

195 

194 

Union  Electric           1,399 

9.4 

196 

177 

Missouri  Pacific  RR    1,398 

0.6 

197 

187 

U  S  Fidelity              1,379 

6.1 

198 

185 

Inland  Steel              1,363 

2.8 

199 

219 

General  Foods           1,361 

15.7 

200 

213 

Northern  Natural  Gas  1,355 

12.3 

201 

201 

Indiana  National  Cor  1,339 

6.9 

202 

188 

Marathon  Oil             1,339 

3.0 

203 

206 

Baystate                  1,337 

7.7 

204 

211 

Cent  Natl  Bank  Cleve  1,328 

9.1 

205 

169 

Signal  Companies      1,323 

-7.8 

206 

190 

Seaboard  Coast  Line  1,323 

2.4 

207 

204 

Owens-Illinois           1,318 

5.5 

208 

202 

Peoples  Gas              1,315 

5.0 

209 

203 

Fir  City  Nat  Bnk  Hou  1,315 

5.2 

210 

198 

Uniroyal                   1,308 

4.0 

211 

199 

B  F  Goodrich             1,304 

3.8 

212 

210 

Con  Natural  Gas        1,301 

6.8 

213 

217 

UnitedVaBankshares  1,300 

8.6 

214 

207 

Transcont  Gas  Pipe    1,288 

5.1 

215 

220 

State  St  Bank  Boston  1,287 

9.9 

216 

221 

PPG  Industries          1,270 

9.1 

217 

216 

III  Central  Inds          1,267 

5.9 

218 

226 

North  States  Power    1,262 

11.7 

219 

■ 

IntI  Utilities             1,247 

4.2 

220 

214 

American  Standard     1,247 

3.5 

221 
222 

212 

Mich  Nat  Bnk  Lansing  1,244 

2.6 

264 

Philip  Morris            1,239 

26.9 

223 

235 

Hartford  Natl            1,234 

14.0 

224 

228 

Maryland  Natl           1,234 

10.2 

225 

258 

CBT  Corp  (Hartford)    1,230 

24.1 

226  222  Franklin  Life  Ins  1,229  6.5 

227  242  ContI  Telephone  1,229  18.2 

228  208  Prov  Nat  Corp  (Phila)  1,223  18.7 

229  224  First  Empire  State  1,219  6.2 

230  227  First  Union  St  Louis  1,205  Yl 

231  246  LeascoCorp  1,203  17.6 

232  336  Greyhound  1,202  65.9 

233  233  First  Union  Natl  NC  1,200  9.9 


234  234 

235  269 

236  238 
2J7  218 

238  290 

239  230 

240  240 

241  231 


Allegheny  Power       1,199  10.0 

Society  Corp             1,195  25.4 

Borden                   1,192  11.5 

USPIywood-Championl,192  1.1 


First  Natl  State  N  i    i,187  34.3 

Central  &  South  West  1.186  7.1 

St  Paul  Companies     1,169  10.8 

Federated  Opt  Stores  1,166  5.8 


Rank 
1970  1969 


Company 


%  Change 
Assets       Over 
($000,000)    1969 


242 

265 

Sec  Natl  Bnk  LI  N  Y 

1,161 

19.3 

243 

251 

Pacific  Lighting 

1,159 

14.3 

244 

■ 

Southeast  Bancorp 

1,157 

13.4 

245 

250 

City  Investing 

1,154 

*' 

246 

272 

Baltimore  Gas  &Elec  1,149 

21.1 

247 

259 

Penn  Power  &  Light 

1,141 

15.4 

248 

232 

Louis&NashvilleRR 

1,137 

3.8 

249 

225 

Financial  Federation 

1,133 

—0.7 

250 

253 

Fir  Sec  Salt  Lake 

1,130 

12.0 

251 

244 

Eastern  Air  Lines 

1,129 

9.5 

252 

280 

WPNB  Pitts 

1,124 

22.1 

253 

260 

Amerada  Hess 

1,116 

13.6 

254 

236 

Olin  Corp 

1,115 

3.4 

255 

277 

Va  Natl  Bnk  Norfolk 

1,098 

16.7 

256 

239 

General  Dynamics 

1,096 

2.8 

257 

249 

New  England  Electric  1,092 

7.2 

258 

241 

United  Brands 

1,090 

3.7 

259 

247 

Southwestern  Life 

1,081 

5.8 

260 

256 

Panhandle  East  Pipe 

1,079 

7.7 

261 

245 

TRW 

1,074 

4.5 

262 

243 

Fir  Nat  Hold  (Atlan) 

1,067 

3.5 

263 

278 

Am  Metal  Climax 

1,067 

13.4 

264 

257 

American  Cyanamid 

1,066 

6.5 

265 

268 

Potomac  Elec  Power 

1,065 

11.5 

266 

252 

Loew's  Corp 

1,064 

5.2 

267 

267 

Trust  Co  Ga 

1,064 

9.3 

268 

289 

American  National 

1,064 

20.2 

269 

285 

NewEngMerNatBnkl,050 

16.1 

270 

276 

Long  Island  Lighting 

1,040 

10.5 

271 

261 

Bendix 

1,037 

5.8 

272 

248 

FMC 

1,032 

1.0 

273 

263 

Kraftco 

1,031 

5.5 

274 

254 

Crown  Zellerbach 

1,031 

2.2 

275 

266 

Riggs  Natl  Bnk  Wash  1,029 

5.7 

276 

273 

Ohio  Edison 

1,024 

8.1 

277 

275 

Crum  &  Forster 

1,019 

8.1 

278 

279 

Com  Banchares  Mo 

1,018 

9.6 

279 

281 

Wisconsin  Elec  Powe 

r  1,008 

9.8 

280 

416 

Warner-Lambert 

1,007 

76.2 

281 

295 

Coca-Cola 

1,006 

15.5 

282 

262 

National  General 

1,002 

2.4 

283 

296 

Ashland  Oil 

1,000 

18.1 

284  299  Walter  E  Heller  990  19.3 

285  255  Industrial  Bancorp  985  —1.8 

286  283  CPC  International  983  8.2 

287  287  Textron  976  9.0 

288  274  Teledyne  971  2.8 

289  294  Houston  Lt  &  Pow  964  10.4 

290  282  Great  Atl  &  Pac  Tea  957  5^ 

291  286  Kimberly-Clark  956  5.8 

292  271  Borg-Warner  953  0.4 

293  318  First  &  Merchants  940  19.7 


Not  on  500  list  in  1969.   •  Not  comparable 


Rank 
1970  1969 


Company 


Assets       0 
($000,000)    1 


294  284  Martin  Marietta  937 

295  270  St  Regis  Paper  937     - 

296  311  SSKresge  926 

297  291  May  Dept  Stores  925 


298  297  Pacific  Power  &  Lt  925 

299  322  Fidelity  Union  Banc  924 

300  326  Northwest  Airlines  923 

301  292  Allied  Stores  922 


302  301  Gulf  States  Utils  918 

303  312  Fir  Nat  Hold  (Memp)  910 

304  319  Pfizer  Inc  905 

305  314  First  Nat  Bnk  Cinn  900 


306  307  Phelps  Dodge  898 

307  293  Richmond  Corp  897 

308  ■  Huntington  Bancshrs  892 

309  304  Chubb  890 


310  288  NatDist&Chem  899 

311  338  Carolina  Power  &  Lt  885 

312  398  United  Jersey  Banks  879 

313  332  Un  Planters  Nat  Bank  878 


314  320  Union  Com  Corp  Clev  877 

315  316  Safeway  Stores  876 

316  300  Western  Union  868 

317  306  Scott  Paper  867 


334  331  Illinois  Power  805 

335  356  VACommnwithBnkShr  804 

336  352  Duquesne  Light  804 

337  328  Eaton  803 


338  335  AM  Home  Products  802 

339  337  Sou  New  England  Tel  799 

340  329  Liberty  Nat  Life  Ins  798 

341  357  Marshall  &  llsley  796 


342  ■  American  IntI  Group  790 

343  342  Gen  American  Trans  789 

344  371  Boston  Edison  789 

345  339  Public  Service  Colo  788 


318 

308 

Mead 

862 

319 

302 

Am  Smelting  &  Ref 

862 

320 

303 

CBS 

858 

321 

343 

Midlantic  Banks 

855 

322 

323 

U  S  Industries 

849 

323 

298 

Gen  Tire  &  Rubber 

845 

324 

309 

State  Bank  Albany 

844 

325 

313 

Southwest  Bancshars 

837 

326 

317 

Hercules 

830 

327 

405 

Union  Nat  Bank  Pitt 

826 

328 

325 

Swift 

825 

329 

305 

Gibraltar  Financial 

825     J 

330 

310 

Nat  Comm  Bnk  Albany 

817     ' 

331 

327 

Cleveland  Elec  Ilium 

816 

332 

324 

Amer  Secur  &  Trust 

811 

333 

344 

W  T  Grant 

808 

108 
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Is  new  business  luring  skilled  manpo%ver  to  Chariotte, 
or  is  it  the  manpower  that's  luring  the  business? 


"  at  depends  pretty  much  on  what  day 

( the  week  you  ask.  Ever  since  a 

:ung  feller  dug  up  a  17-oz.  gold  nugget 

(  the  east  side  of  town  in  1799, 

le  stroke  of  fortune  has  triggered 

■  other  in  the  Carolina's  largest  city. 

'lew  corporation  one  day. 

':aravan  of  skilled  manpower  the  next. 

the  last  five  years  alone, 
'iarlotte  business  has  created  40,000 

w  jobs.  And  filled  them. 

r  big  business,  Charlotte  offers 


first  class  transport  by  air,  rail,  and  truck. 
Over  $4.5  billion  in  bank  resources. 
Plentiful  water.  Low  cost  power. 
A  coming  civic  center. 
One  of  America's  lowest  construction 
costs.  And  of  course,  skilled  manpower. 
People.  People  who  are  drawn  by 
the  ideal  climate.  The  top  rated  schools. 
Exciting  housing  values.  Arts, 
entertainment.  Big  city  shopping. 
Nearby  mountain  and  seashore  resorts. 
The  right  job  with  the  right  company 

Charlotte 

The  second  gold  rush  is  here.  Get  caught  in  it. 


at  the  right  pay.  That's  the  gold  rush. 
Happening  again  in  Charlotte, 
where  the  pulse  is  quickening 
but  not  the  pace. 
For  your  free  Prospector's  Kit, 
just  tell  us  what  business  you're  in, 
and  specify  possible  company 
relocation  or  personal  career  growth. 
Write  Bill  Ficklen, 
Charlotte  Chamber  of  Commerce, 
111  Addison  Building, 
Charlotte,  North  Carolina  28202. 


The  500  Biggest  Corporations   By  Assek 


%  Change 

Rank 

Assets 

Over 

1970 

1969 

Company        ($000,000) 

1969 

346 

367 

Barnett  Banks  Fla 

780 

18.5 

347 

334 

No  Ind  Public  Serv 

780 

7.0 

348 

340 

Capital  Holding 

779 

8.8 

349 

359 

Ralston  Purina 

775 

14.6 

350 

■ 

First-Citizens  (NO 

773 

13.2 

351 

341 

Gamble-Skogmo 

772 

8.1 

352 

349 

Fir  Nat  Bank  Maryland 

770 

10.2 

353 

347 

Allis-Chalmers 

769 

9.4 

354 

350 

Jim  Walter 

768 

10.3 

355 

353 

Kroger 

768 

10.9 

356 

488 

Schlumberger  Limited 

764 

61.3 

357 

345 

United  Banks  of  Col 

762 

7.4 

358 

365 

Safeco 

761 

15.1 

359 

362 

Cincinnati  Gas  &  El 

759 

14.1 

360 

429 

PepsiCo 

758 

36.7 

361 

358 

United  Merch  &  Mfrs 

756 

10.1 

362 

354 

Bank  Of  Hawaii 

755 

9.2 

363 

351 

National  Lead 

753 

8.3 

364 

330 

Norton  Simon 

747 

1.7 

365 

315 

Talcott  National 

746 

—5.7 

366 

370 

Marine  Corp  Milwaukee  740 

13.2 

367 

396 

Dart  Industries 

739 

23.2 

368 

348 

N  Y  State  Elec  &  Gas 

737 

5.3 

369 

355 

IngersoM-Rand 

736 

6.7 

370 

360 

Kerr-McGee 

735 

10.0 

371 

372 

Kaiser  Steel 

734 

14.1 

372 

■ 

Atlantic  Bancorp 

733 

18.1 

373 

373 

Merc  Nat  Bnk  Dallas 

729 

13.7 

374 

364 

Consolidated  Foods 

726 

9.7 

375 

■ 

Whitney  Holding 

724 

6.5 

376 

392 

Bristol-Myers 

724 

19.4 

377 

384 

Northern  Illinois  Ga 

715 

15.9 

378 

361 

First  Natl  Bancorp 

712 

6.6 

379 

387 

Continental  Bank  (Pa) 

712 

16.8 

380 

388 

Dresser  Industries 

710 

16.6 

381 

333 

So  Calif  Fir  Natl 

709 

3.3 

382 

■ 

American  Financial 

7C8 

* 

383 

369 

Public  Service  Ind 

708 

8.1 

384 

484 

Johnson  &  Johnson 

707 

14.0 

385 

376 

First  Natl  Bank  Birm 

704 

11.7 

386 

487 

USLIFE  Corp 

696 

47.0 

387 

386 

Banco  Popular  P  R 

696 

13.0 

388 

377 

First  Amer  Natl  Bank 

695 

10.5 

389 
390 

■ 
375 

First  Banc  Group  (Oh) 
Delta  Air  Lines 

694 

23.5 

692 

9.1 

391 

382 

Dayton  Hudson 

691 

11.4 

392 

346 

Chi  Mil  St  P  &  Pac 

690 

-2.1 

393 

430 

Dominion  Bancshares 

687 

24.4 

394 

172 

Northwest  Industries 

687 

-51.2 

395 

■ 

Discount  Corp  NY 

686 

152.6 

396 

404 

Equitable  Trust  Bait 

684 

16.8 

397 

409 

U  S  Natl  Bank  Calif 

678 

17.6 

■  Not  on  500  list  In  1969.   •  Not  comparable 

%  Change 

Rank 

Assets 

Over 

197D 

196S 

Company         ($000,000) 

1969 

398 

413 

Holiday  Inns 

677 

17.8 

399 

391 

Florida  Power 

677 

11.4 

400 

443 

Eli  Lilly 

676 

25.5 

401 

397 

H  J  Heinz 

670 

11.7 

402 

394 

Texas  Gas  Trans 

667 

10.1 

403 

381 

General  Mills 

666 

7.0 

404 

399 

CIT  Fidelity  Bank 

664 

11.3 

405 

368 

Diamond  Shamrock 

663 

0.9 

406 

389 

Old  Kent  Bnk 

657 

7.8 

407 

379 

Studebaker-Worthingt 

649 

3.7 

408 

422 

So  Carolina  Nat  Bnk 

649 

15.0 

409 

412 

Texas  Gulf  Sulphur 

647 

12.3 

410 

401 

Central  Bancorp 

646 

9.3 

411 

459 

Foremost-McKesson 

646 

23.5 

412 

400 

Babcock  &  Wilcox 

645 

8.8 

413 

411 

Central  Tel  &  Utiis 

645 

11.8 

414 

418 

Southern  Natural  Gas 

639 

12.1 

415 

447 

Fir  Okia  Bncorp  Okia 

637 

19.5 

416 

433 

Merck 

634 

15.3 

417 

423 

Provident  Life  &  Ace 

632 

12.2 

418 

425 

Squibb  Beech-Nut 

632 

12.9 

419 

■ 

Beatrice  Foods 

631 

43.9 

420 

424 

Combustion  Engineer 

630 

12.1 

421 

419 

Fifth  Third  Bank 

630 

10.7 

422 

458 

Northwestern  Fin 

628 

20.1 

423 

363 

J  P  Stevens 

627 

—5.3 

424 

431 

First  Hawaiian  Bank 

625 

13.5 

425 

421 

Engelhard  Min  &  Chem  624 

10.2 

426 

■ 

Fir  Nat  Bnk  Trustees 

624 

13.2 

427 

366 

White  Consolidated 

623 

—5.7 

428 

420 

Halliburton 

623 

9.7 

429 

■ 

Amer  Bnk  &  Trust  (Pa) 

622 

19.7 

430 

438 

City  Natl  Bank  Det 

621 

13.8 

431 

383 

Ethyl 

621 

0.3 

432 

385 

Wheeling-Pitts  Steel 

620 

0.5 

433 

453 

Suburban  Trust  (Md) 

619 

17.5 

434 

426 

White  Motor 

618 

10.7 

435 

441 

RIHT 

617 

13.7 

436 

380 

American  Investment 

613 

—1.6 

437 

■ 

Newmont  Mining 

613 

54.3 

438 

436 

Standard  Brands 

612 

11.6 

439 

407 

Whittaker 

610 

5.4 

440 

428 

Campbell  Soup 

605 

9.2 

441 

434 

Anheuser-Busch 

605 

10.2 

442  417 

443  395 

444  408 

445  406 

446  446^ 

447  ■ 

448  452 

449  ■ 


Gulf  Life  Holding  605  6.0 

Spartans  Industries  604  —0.1 

Crane  597  3.4 

Colgate-Palmolive  592  2.0 


Genesco  588  10.1 

First  At  Orlando  586  40.7 

Fort  Worth  Natl  Bank  585  10.6 

General  Reinsurance  580  27.2 


Rank 
1970  1969 


Company 


%  Change 
Assets       Over 
($000,000)    1989 


450  449  RHMacy  579 

451  455  N  J  Bank  N  A  579 

452  457  SCM  578 

453  442  Raytheon  577 


454  437  Corning  Glass  Works  573 

455  461  Trans  Union  Corp  572 

456  ■  Idaho  First  Natl  Bnk  570 

457  451  Kaiser  Industries  570 


458  410  Motorola  570 

459  ■  New  Jersey  Natl  Bank  565 

460  432  Air  Reduction  565 

461  465  Union  Trust  New  Hav  563 


462  427  United  States  Gypsum  563 

463  475  Coastal  States  Gas  561 

464  414  GAFCorp  560 

465  467  Dayton  Power  &  Light  559 


466  ■  So  Carolina  El  &  Gas  557 

467  448  First  Natl  Bnk  Akron  555 

468  450  Washington  Natl  Corp  555 

469  ■  CP  Financial  Corp  554 


470  ■ 

471  403 

472  ■ 

473  415 


First  Natl  Ft  Worth  553 

Colt  Industries  553 

Central  Natl  Chicago  553 

Whirlpool  550 


474  440 

475  378 

476  ■ 

477  ■ 


Liggett  &  Myers 
Monumental  Corp 
Otis  Elevator 
American  Motors 


549 
548 
547 
547 


478  483  Union  Trust  Maryland  546 

479  460  Del  Monte  546 

480  439  Timeinc  546 

481  470  Fulton  National  545 


482  462  Arizona  Public  Serv  544 

483  468  First  Jersey  Natl  542 

484  456  Kansas  City  Life  Ins  541 

485  464  First  Virginia  Bank  540 


486  480 

487  393 

488  494 

489  474 


First  Natl  Charter 
Fruehauf 

Hamilton  Nat  Bank 
Carnation 


538 
537 
537 
536 


490  ■  Winters  Nat  Bnk  Ohio  535 

491  463  Lone  Star  Gas  534 

492  402  Ogden  532 

493  454  Texas  Instruments  531 


494  444  Int  Minerals  &  Chem  529 

495  445  Merch  Nat  Bank  Ind  529 

496  ■  First  Tulsa  Bancorp  529 

497  466  Johns-Manville  529 


498  ■ 

499  486 

500  472 


Indust  Valley  Bnk 
Northrop 
Superior  Oil 


527 

527 
526 
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mental  Bank  S.  A 
■els 


More  enticement 
from  Belgium. 

ie  the  Belgians  keep  on  giving  those  Come-Hither  glances  to  U.  S.  companies 
d  proving  their  intentions  with  tax  incentives,  interest  rate  concessions,  and  long-term  loans) 
corporate  financial  executive  discovers  yet  another  reason  why  Belgium  could  be  the  place 
'entralize  his  European  operations. 


^^. 


additional  reason : 
jntinental   Bank's  extensive   Bel- 
banking  facilities  which  permit 
creation  of  a  truly  multinational 
icial  network. 

antinental  Bank  S.  A.  is  a  large, 
•established  commercial  bank  with 
ffices  located  across  the  country. 
has  important  contacts  with  those 
smment  agencies  which  can  grant 
«ssions  to  entering  companies. 
om  Belgium,  Continental  Bank 
s  access  to  its  own  full-service 
ches  in  all  major  European  money 


markets ;  to  representative  offices  across 
the  continent;  and  to  equity  partners 
wherever  needed  to  help  with  com- 
mercial banking,  merchant  banking, 
lease  financing,  and  corporate  cash 
investment. 

By  locating  in  Belgium,  the  finan- 
cial executive  can  use  Continental's 
efficient  fund-transfer  services  to  speed 
up  cash  flow  all  over  Europe.  The 
bank's  transfer  service  can  often  shave 
a  day  off  conventional  schedules,  with 
many  transfers  completed  on  the  same 
day. 


For  information  about  opportuni- 
ties for  corporate  location  in  Belgium 
(or  anywhere  else)  call  Denis  Wright 
in  Chicago  at  312/828-7961.  In  the 
Eastern  U.S.,  customers  are  served 
from  Continental  Bank  International, 
a  fully-staflfed  international  subsidiary 
in  New  York  City.  Call  George 
Pollard  there  at  212/425-4660. 

Chicago's 

Multinational 

Bank. 


CONTINENTAL  BANK 


Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago.  231  South  La  Salle  Street,  Chicago,  Illinois  60690.  Continental  Bank  International,  71  Broadway, 
New  York,  New  York  10006.  Offices:  Argentina  •  Australia  •  Austria  •  Bahamas  •  Belgium  •  Brazil  •  Colombia  •  France  •  Great  Britain  •  Indonesia  •  Italy  •  Japan  • 
Lebanon  •  Mexico  •  Morocco  •  The  Netherlands  •  Philippines  •  Singapore  •  Spain  •  Switzerland  •  Venezuela  •  West  Germany  •  Member  F.D.I.C. 


With 

7  run-through  trains 

we  bypass 

4  busy  terminals. 


Expressly  to  save  days  on  your  shipments. 

New  Orleans,  Memphis,  Cincinnati,  St.  Louis- 
why  should  your  through  shipments  have  to  wait 
at  these  busy  terminals? 

Now  they  don't  have  to.  Southern  has  teamed 
up  with  connecting  railroads  to  create  seven  run- 
through  trains  which  bypass  all  of  our  major  west- 
ern gateways.  Without  even  stopping  to  change 
locomotives. 

Typical  results:  two  days  saved  from  northwest 
1 1 1  inois  to  the  Southeast.  Two  days  saved  between 
northern  Ohio  and  Georgia.  Two  days  saved  be- 
tween Florida  and  the  Pacific  Northwest. 

Run-through  trains.  We  have  them  because 
wait  means  waste.  And  we're  committed  to  help- 
ing you  squeeze  waste  out  of  distribution. 

Southern  Railway  System,  Washington,  D.C. 


Support  ^4STRO   asoundJff  ^n  plan  to  meet  tomorrow  s  needs. 


500% 


400% 


300% 


200% 


100% 


1960    1961     1962      1963     1964     1965     1966     1967     1968      1969     1970 

Bnet  income 

P  SALES 


\  graphic  reminder  from  the  worldls  leading  manufactun 

of  cosmetics  and  toiletries.  I 


What  keeps  il  wo.JngV  Great  products,  terrific  packaging,  dedicated  people,  and  a  guarantee  that 
means  somelhiP'u.  Butm*  -,?  nf  o"  !;!.'<•.  ^^  working  because  it's  a  great  idea.  Easy,  convenient  and  friendly. 


/■ 


won 


PUERTO  RICO  •  CANAi 


BOCKEPe(.l.EI»  PLAZA,  NEW  VOKK.  ©1971  AVON  PRODUCTS,  INC. 

ARGENTINA  •  BRAZIL  •  VENEZUELA  •  ENGLAND  •  IRELAND  •  GERMANY  •  BELGIUM 
-Ai  y  .  SPAIN  •  JAPAN  •  AUSTRALIA  •  SWEDEN  •  USA 


I 

II 


The  500  Biggest  Corporations 


By 
Profits 


It  was  a  fairly  mild  recession,  but  bad  enough  for 
nearly  twice  as  many  companies  to  sfiow  profit  drops. 

Among  the  biggest  piofitniakers  in  U.S.  industry.  General 
Motors  showed  the  most  dramatic  shift  with  a  drop  from 
second  to  fiftli  place  as  a  result  of  its  long  strike. 

Further  down  the  list  the  action  picks  up.  Out  of  .500 
companies,  fully  180  suffered  earnings  declines  in  1970, 
more  than  one-third  of  all  the  companies.  A  vear  ago  only 
106  declined;  the  vear  before,  only  9.5.  Amid  the  wreck- 
age, 72  were  down  more  than  20%,  1.3  more  than  .50%. 

As  e.xpected,  steel,  aluminum  and  other  metals  concerns 
were  hit  hard  by  the  recession.  So  were  paper  and  lumber 
companies.  Sellers  of  consumer  necessities  held  up  lairly 
well,  but  those  more  dependent  on  discretionary  consumer 
spending— auto,  tire  and  television  set  makers— fared  bad- 
ly. And  (juite  a  few  conglomerates  were  still  paving  the 
price  of  earlier  indiscriminate  accjuisitions. 

There  were  still  more  gainers  than  losers.  Hut  about 
the  only  consistent  bright  spot  was  the  banks,  which  had 
to  profit  from  tight  moiie\-  and  soaring  interest  rates.  ■ 
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The  500  Biggest  Corporations  By  Proh 


Rank 
1970  1969 


Company 


Net     %  Change      Cash 
Profits       Over         Flow       Rank 
($000,000)    1969     ($000,000)  1970 


21  28  Xerox  188  16.3  445  18 

22  22  Minn  Mining  &  Manuf  188  4.6  260  33 

23  23  Occidental  Petroleum  175  0.2  289  30 

24  25  Pacific  Gas  &  Elec  166  —2.1  289  29 

25  34  BankAmerica  Corp  164  7.7  189  54 


26 
27 
28 
29 
30 


31 
32 


51 
52 
53 


56 
57 
58 
59 
60 


63 
64 
65 


30 
26 
21 
27 
19 


47 
38 


33  48 

34  33 

35  45 


72 
58 
61 


54  49 

55  62 


55 
37 
64 
41 
78 


61  97 

62  46 


80 
68 
51 


66  50 

67  204 

68  35 

69  70 

70  31 

71  84 

72  101 

73  91 


Continental  Oil 
Tenneco 
Union  Carbide 
Kennecott  Copper 
United  States  Steel 


160 
158 
157 
151 
147 


2.2 
—4.7 

-15.5 
—8.8 

-32.1 


Coca-Cola 
Caterpillar  Tractor 
First  Natl  City  Corp 
Sun  Oil 
Am  Home  Products 


147 

144 
139 
139 
135 


21.4 
0.9 

16.6 

-8.7 

9.8 


Weyerhaeuser 
Cities  Service 
Chase  Manhattan 
Phillips  Petroleum 
Am  Elec  Power 


124 
119 
117 
117 
117 


-5.5 
-11.1 
25.7 
-12.7 
9.9 


Aetna  Life  &  Cas 
Union  Oil  California 
J  C  Penney 
Amerada  Hess 
Merck 


117 
114 
114 
114 
114 


72.4 

-25.3 

2.9 

34.7 

12.8 


Phelps  Dodge 
Am  Smelting  &  Ref 
Union  Pacific  Corp 
Getty  Oil 
American  Brands 


113 
112 
111 
111 
108 


25.9 

10.8 

12.2 

-6.8 

9.8 


Southern  Pacific 
Dow  Chemical 
Southern  Company 
General  Foods 
Avon  Products 


107 

103 

IDl 

99 

99 


-2.2 

-30.5 

7.1 

-25.3 

17.4 


Warner-Lambert 

Alcoa 

Eli  Lilly 

Pub  Serv  Elec  &  Gas 

Firestone  Tire 


98 
95 
94 
93 
93 


36.9 
-22.0 

13.1 

2.8 

-20.5 


McDonnell  Douglas 
Dart  industries 
RCA  Corp 

American  Cyanamid 
Bethlehem  Steel 


93 
92 
92 
92 
90 


—21.3 

107.2 

—39.4 

1.8 

—42.5 


74 
75 

76 
77 


67 
82 

n 

81 


Columbia  Gas  System 
1  P  Morgan  &  Co 
Texas  Utilities 
American  Express 
Household  Finance 


87 
87 
86 
85 
85 


6.5 
24.2 
12.2 

—6.4 
2.9 


78  137 

79  103 

80  76 


Marathon  Oil 
Travelers 

Johnson  &  Johnson 
Am  Metal  Climax 
Federated  Opt  Stores 


85 
84 
84 
84 
82 


—5.5 

1.3 

20.5 

21.0 

-4.4 


319 
338 
394 
224 


195 
243 
156 
267 
154 


221 
225 
135 
316 
200 


117 
344 
150 
152 
140 


137 
127 
208 
227 
145 


201 
311 
196 
142 
109 


127 
223 
112 
172 
183 


166 
120 
306 
150 
256 


157 
91 

]M 
85 

122 


160 
84 
115 
120 
113 


25 
23 
21 
44 
19 


53 
39 
64 
31 
65 


36  42  Commonwealth  Edison  134  1.5  241  40 

37  29  Goodyear  Tire  &  Rub  129  —18.3  251  38 

38  44  Consolidated  Edison  128  1.0  229  41 

39  56  Southern  Cal  Edison  127  18.2  214  48 

40  36  Westinghouse  Elec  127  —15.3  214  47 


46 
43 
82 
26 
51 


107 
22 
67 
66 
76 


79 
92 
49 
42 
73 


50 
27 
52 
75 
121 


93 
45 
117 
58 
56 


60 
102 
28 
68 
36 


62 
154 

84 
168 
100 


61 
173 
109 
103 
116 


Rank 
1970  1969 


Company 


Net     %  Change      Cash 
Profits        Over         Flow       Ranki 
($000,000)    1969     ($000,000)  1970 


81 
82 
83 
84 
85 


94 
98 
92 
87 
66 


86  104 

87  140 

88  99 

89  69 

90  120 


96  100 

97  114 

98  167 

99  144 
100  148 


101  83 

102  119 

103  107 

104  135 

105  152 


106  93 

107  146 

108  52 

109  115 

110  126 


121  200 

122  125 

123  139 

124  124 

125  145 


126  160 

127  190 

128  112 

129  155 

130  156 


131  89 

132  131 

133  110 

134  168 

135  192 


136  164 

137  191 

138  128 

139  63 

140  185 


Kraftco 
Pfizer 

Sperry  Rand 
TRW 
Georgja-Pacific 


82 
81 
81 

79 
79 


8.4 

13.2 

5.2 

1.4 

-13.7 


Mfrs  Hanover  Corp 
Philip  Morris 
F  W  Woolworth 
Continental  Can 
Newmont  Mining 


78 
77 
77 
76 
75 


12.5 

32.8 

8.4 

-15.5 

17.4 


Continental  Corp 

Pennzoil  United 

Standard  Oil  (Ohio) 

INA 

Safeway  Stores 


70 
70 
69 
69 
69 


—0.3 

6.7 

32.9 

24.3 

26.2 


Litton  Industries 
Phil  Electric 
Allied  Chemical 
Chemical  New  York 
S  S  Kresge 


69 
68 
68 
68 
67 


-16.4 

6.3 

0.5 

13.4 

23.9 


Textron 
Burroughs 
Monsanto 
Gillette 
CIT  Financial 


67 
67 
67 
66 
66 


-12.3 
20.5 

-42.7 
0.8 
5.7 


Anheuser-Busch 

Honeywell 

Beneficial  Corp 

Polaroid 

CPC  International 


63 
62 
62 
61 
61 


38.0 

—1.3 

5.2 

—3.2 

10.3 


Middle  South  Util 

Union  Electric 

Marcor 

Texas  Eastern  Trans 

Florida  Power  &  Lt 


61 
60 
60 
59 
59 


15.8 
25.8 

-10.9 
11.1 
10.9 


National  Steel 
Santa  Fe  Industries 
FMC 

Sterling  Drug 
Conill 


59 
59 
59 
57 
57 


-24.4 

-2.9 

-12.6 

10.7 

22.2 


Peoples  Gas 
Ralston  Purina 
Detroit  Edison 
Armco  Steel 
PepsiCo 


57 
57 
57 
56 
56 


10.0 

21.0 

—8.0 

-41.3 

13.5 


124 
107 
182 
123 
170 


83 

96 
124 
146 

95 


70 
125 
136 

69 
119 


103 

148 

253 

81 


96 
125 
57 1 

m 
m 


1741 

143 1 
97! 
72 1 

1451 


91 

90 

Singer 

75 

—3.4 

130 

86 

92 

108 

Bristol-Myers 

74 

9.6 

88 

161 

93 

111 

Consumers  Power 

73 

8.8 

128 

90 

94 

123 

Va  Electric  &  Power 

72 

14.1 

119 

106 

95 

88 

Burlington  Inds 

71 

—8.6 

149 

69 

207 

94 

80 

209 

104 


130       87 

122       99,,„ 

188       551 

74  200| 

91  155:i 


1311 

m 

37| 

179| 


66     2171 


111  117  American  Can  66  2.1  139  78 

112  132  US  Industries  66  9.2  88  163 

113  113  IngersollRand  65  —1.5  91  153 

114  74  Norfolk  &  Western  Ry  65  —25.7  139  77 

115  116  North  Am  Rockwell  65  —0.3  134  85 


116  96  CBS  64  —10.9  93  149 

117  133  Teledyne  64  6.7  96  144 

118  60  Anaconda  64  —35.8  108  124 

119  136  Central  &  South  West  63  5.9  102  135 

120  172  Campbell  Soup  63  22.5  83  175 


96  142 

260  34 

67  214 

77  18S 

99  139 


114  114 

98  14C 

114  113 

130  8{ 

102  134 


127  91 

125  9f 

102  13; 

65  2V 

60  23^ 

108  12: 

85  16< 

107  12( 

136  8: 

82  17; 
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Muskogee . . .  Catoosa 

Two  profitable  names  in  Oklahoma 

The  Arkansas  River  Navigation  system— just  a  dream  a  And  Oklahoma's  central  location  offers  quick  access  to 

.  years  ago  — is  now  a  reality.  major  markets  throughout  the  nation. 

^ds   are    being   delivered    to    and    shipped    from    the  The  list  of  Oklahoma's  benefits  for  industry  is  long.  And 

ahoma  ports  of  Muskogee  and  Catoosa,  the  latter  /^/Xf>-|'^  '^  headed  by  the  ports  of  Muskogee  and  Catoosa  — 

-jr  Tulsa.  The  availability  of  water  transportation  /^^^'^J     ^^°  names  which  can  be  profitable  to  you. 

prough  these  two  ports  provides  business  and    \j(J(JCI     For   more    information,    call    or    contact    Director, 

ndustry   tremendous   savings   on   shipping   costs,      ^g^  iw}\         Industrial  Division. 


Industrial  Development  and  Park  Department 
500  Will  Rogers  Memorial  Building,  Suite  301 
Oklahoma  City,  Oklahoma  73105  (405)  521-2401 


J 


We  are  now  worth 
7  billion  dollars. 

And  you  never  even 
heard  of  us.  ' 


Ayearago  Marine  Midland  had 
assets  of  6^  billion  dollars.  Nowwe  have 
nnore  than  seven. 

A  year  ago  we  were  ninth  in 
correspondent  banking.  Now  we're  eighth. 


i 


A  year  ago  we  were  the  thirteenth 
biggest  banking  system  in  America. 
Now  we 're  twelfth. 

A  year  ago  we  had  offices  in  England, 
France,  Germany  Spain,  Hong  Kong,  Japan 
and  Mexico.  Nowwe  have  offices  in  Panama, 
Australia,  Indonesia  and  Singapore  too. 

And  you  never  heard  of  us 


Marine  Midland  Banics 

WeVe  not  famous. 

Just  big. 


:    i 


m 


*l 
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The  500  Biggest  Corporations   By  Profit 


R 

Net 

%  Change 

Cash 

Net     %  Change 

Cash 

3Rk 

Profits 

Over 

Flow 

Rank 

Rank 

Profits        Over 

Flow       Rank 

1970 

1969 

Company            ($000,000) 

1969 

($000,000) 

1970 

1970 

1969 

Company            ( 

$000,000)    1969 

($000,000)  1970 

261 

327 

Potomac  Elec  Power 

33 

21.7 

60 

238 

321 

348 

Am  Hospital  Supply 

26           2.6 

32      375  • 

262 

314 

H  J  Heinz 

33 

144 

50 

273 

322 

270 

Rohm  &  Haar 

25      -24.2 

59      241 

263 

118 

U  S  Plywood-Champion 

33 

—49.5 

79 

183 

323 

■ 

American  IntI  Group 

25          20.1 

25      425  ) 

264 

281 

Wisconsin  Elec  Power 

32 

0.9 

60 

239 

324 

336 

Arkansas  Louisiana  G 

25        —1.8 

42      301 

265 

306 

Combustion  Engineer 

32 

10.3 

48 

287 

325 
326 

403 

Franklin  j.ife  Ins 

25         23.5 

25      426  • 

266 

317 

Coastal  States  Gas 

32 

14.7 

49 

280 

345 

Square  D 

25        -0.2 

30      392  J 

267 

313 

G  D  Searle 

32 

12.1 

37 

339 

327 

379 

Akzona 

25          13.4 

42      304  J 

268 

315 

Richardson-Merrell 

32 

13.1 

39 

320 

328 

373 

Central  Tel  &  Utils 

25          11.1 

54      258 

269 

308 

May  Dept  Stores 

32 

10.2 

32 

376 

329 

324 

Carolina  Power  &  Lt 

25        -9.4 

44      293 

270 

163 

Borg-Warner 

32 

—38.9 

65 

221 

330 

230 

Zenith  Radio 

25      —37.7 

37      338 

271 

222 

American  General 

32 

—22.9 

32 

380 

331 

252 

U  S  Fidelity 

25 

25      434 

272 

304 

Florida  Power 

31 

6.2 

50 

275 

332 

355 

AMP 

24           0.9 

35      351 

273 

153 

PPG  Industries 

31 

-42.2 

89 

157 

333 

265 

Motorola 

24      —28.3 

49      281 

274 

294 

Diamond  Shamrock 

31 

1.6 

66 

216 

334 

382 

Carrier 

24          10.2 

38      331' 

275 

255 

Raytheon 

31 

—12.2 

57 

248 

335 

143 

Bendix 

24      —57.0 

56      252 

276 

295 

Union  Camp 

31 

1.3 

61 

235 

336 

193 

Uniroyal 

24      —48.2 

75      197 

277 

326 

Pacific  Power  &  Lt 

a 

115 

48 

282 

337 

451 

Marlennan 

24         37.9 

26      424 

278 

310 

Public  Service  Colo 

30 

6.5 

53 

261 

338 

286 

United  States  Gypsum 

24      —24.1 

42      302 

279 

328 

Utah  Construct  &  Min 

30 

13.3 

37 

340 

339 

388 

Jewel  Companies 

24          11.9 

44      292 

280 

208 

Nat  Cash  Register 

30 

-31.4 

156 

63 
162 

340 

368 

Otis  Elevator 

24           3.0 

32      381 

281 

174 

W  R  Grace 

30 

—40.7 

88 

341 

375 

Lear  Siegler 

24           5.9 

34      358 

282 

278 

Times-Mirror 

30 

—7.0 

30 

390 

342 

316 

Essex  International 

24      —15.5 

35      350 

283 

274 

McGraw-Edison 

30 

—9.0 

43 

298 

343 

389 

Lucky  Stores 

23          10.0 

35      347 

284 

271 

Texas  Instruments 

30 

—10.9 

85 

170 

344 

371 

Western  Union 

23            2.5 

84      172 

285 

322 

Champion  Spark  Plug 

30 

8.7 

37 

333 

345 

374 

Pabst  Brewing 

23           3.8 

33      361 

286 

362 

First  Penna  Corp 

30 

25.9 

32 

374 

346 

483 

Kaiser  Industries 

23          45.5 

28      406 

287 

363 

Lone  Star  Gas 

29 

25.8 

52 

263 

347 

409 

Zaie 

23          15.9 

23      442 

288 

340 

Foremost-McKesson 

29 

14.1 

39 

324 

348 

366 

Gardner-Denver 

23           0.8 

28      409 

289 

309 

New  England  Electric 

29 

1.0 

57 

251 

349 

341 

Hewlett-Packard 

23        —9.7 

37      343 

290 

395 

Jos  Schlitz  Brewing 

29 

39.2 

40 

308 

350 

449 

Broadway-Hale 

23          31.9 

33      364 

291 

381 

Swift 

29 

32.4 

63 

224 

351 

390 

Dun  &  Bradstreet 

23           7.9 

26      419 

292 

349 

Liggett  &  Myers 

29 

15.8 

38 

329 

352 

392 

R  R  Donnelley  &  Sons 

23           8.0 

39      322 

293 

283 

Safeco 

29 

—9.9 

29 

401 

353 

386 

Maytag 

23           5.1 

27      4131 

294 

260 

Timken  Company 

29 

-17.5 

46 

289 

354 

339 

McGraw-Hill 

23      —11.8 

27      4151 

295 

332 

Investors  Div  Serv 

28 

6.9 

31 

384 

355 

410 

Morton-Norwich 

23          12.6 

34      355 

296 

352 

Quaker  Oats 

28 

14.3 

37 

337 

356 

228 

Libbey-Owens-Ford 

23      —43.8 

43      300 

297 

350 

Hanna  Mining 

28 

13.4 

35 

348 

357 

■ 

Capital  Holding 

23          59.9 

23      451 

298 

301 

Associated  Dry  Goods 

28 

-5.9 

41 

305 

358 

412 

Bank  of  New  York 

22          12.1 

25      430 

299 

299 

J  Ray  McDermott 

28 

—6.6 

45 

290 

359 

368 

Dayton  Power  &  Light 

22        -2.9 

38      3261 

300 

354 

Oklahoma  Gas  &  Elec 

28 

14.6 

43 

299 

360 

297 

Genesco 

22      —26.9 

34      357 

301 

342 

Revlon 

28 

9.2 

32 

378 

361 

■ 

Boeing 

22        115.9 

135        83 

302 

331 

Winn-Dixie  Stores 

28 

4.2 

41 

306 

362 

387 

American  Petrofina 

22           2.8 

36      346 

303 

285 

Loew's  Corp 

28 

-12.7 

39 

319 

363 

444 

Lubrizol 

22          22.3 

29      39f 

304 

344 

Interco 

28 

8.5 

37 

345 

364 

399 

Franklin  N  Y  Corp 

22           5.2 

24      43J 

305 

319 

First  Charter  Fin 

27 

—1.4 

28 

407 

365 

491 

Walt  Disney 

22          37.7 

30      39- 1 

306 

325 

Cyprus  Mines 

27 

1.1 

38 

327 

366 

196 

Whirlpool 

22      —53.0 

51     m\ 

307 

291 

Louis  &  Nashville  RR 

27 

—12.5 

61 

234 

367 

307 

Jim  Walter 

22      —25.5 

38      33( 

308 

36b 

Charter  N  Y 

27 

17.2 

30 

387 

368 

391 

Missouri  Pacific  RR 

22            1.4 

60      24(1 

309 

24/ 

General  Mills 

27 

—27.9 

53 

262 

369 

170 

Avco 

21      —58.7 

40     3i; 

310 

34/ 

Boston  Edison 

27 

7.3 

48 

284 

370 

420 

Chubb 

21           9.8 

21      46( 

311 

320 

NY  State  Elec  &  Gas 

27 

—4.1 

49 

279 

371 

442 

Trans  Union  Corp 

21          17.4 

39     3i; 

312 

334 

Combined  Insurance 

26 

0.5 

26 

418 

372 

445 

PNB  Corp  Phila 

21          18.8 

23      44: 1 

313 

4b8 

Wachovia 

26 

56.3 

29 

395 

373 

416 

Tecumseh  Prods 

21            6.3 

25      43: ! 

314 

248 

St  Joe  Minerals 

26 

-30.0 

33 

369 

374 

438 

Pittsburgh  National 

21          15.7 

23      44 

315 

3b/ 

Williams  Brothers 

26 

13.4 

40 

314 

375 

480 

Rep  Nat  Bank  Dallas 

21          29.6 

21      46 : 

316 

405 

Texas  Gas  Trans 

26 

27.8 

58 

245 

376 

■ 

General  Reinsurance 

21          35.6 

21      46 

317 

J4b 

Cleveland  Trust 

26 

3.3 

26 

420 

377 

37? 

ELTRA 

21        -7.5 

31      38 

316 

288 

Stauffer  Chemical 

26 

-17.7 

53 

260 

378 

411 

Chesebrough-Pond's 

21            4.3 

24      43 

319 

235 

Magnavox 

26 

—33.6 

38 

328 

379 

423 

Melville  Shoe 

21            9.3 

26      41 

320 

3/0 

Crown  Cork  &  Seal 

26 

12.4 

42 

303 

380 

418 

Crum  &  Forster 

21            5.9 

21      46 

■  Not  on  500  list  in  1969.  •  Not  comparable. 
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After  youVe  taken  a  moment 
to  enjoy  our  romance,  lore  and  history, 
let%  talk  business. 


As  a  businessman,  you  want  to  know  what 
s  Fargo  Bank  can  do  for  you  and  your  corporation. 

And  that's  what  this  ad  is  all  about. 

To  begin  with,  we  have  the  muscle  to 
le  your  biggest  problems.  Wells  Fargo  is  one  of  the  nation's 
«t  banks.  With  more  than  $6  billion  in  assets.  Over  270 
^  throughout  California.  Plus  a  network  of  offices, 
jspondents  and  affiliates  that  stretches  around  the  world. 

And  we'll  be  where  you  want  us,  when 
want  us.  Whether  you're  headquartered  across  the 

oV  across  the  nation.  Because  we  have  a  staff  of  top 
issionals  who  are  always  ready  to  meet  with  you  and 
management. 


In  addition,  we'll  provide  a  complete 
range  of  programs  tailored  to  fit  any  need  your  corporation 
may  have  in  the  West.  From  cash  management  assistance 
to  money  market  investments. 

We'll  also  share  our  experience.  1 19  years 
worth.  More  than  any  other  bank  in  California. 

In  short,  we  have  what  it  takes  to  serve  you. 

So  if  you're  looking  for  a  western  bank, 
let's  talk  some  more  business. 

Administrative  Headquarters,  464  Cali- 
fornia Street,  San  Francisco  94120.  Southern  California 
Headquarters,  415  West  Fifth  Street,  Los  Angeles  90054. 
Member  of  the  F.D.  I.e. 


Wells  Fatgo 
Bank 
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viMii^  this  I  hear  about  A.O.Smith? 


»» I 


\>M^^#^, 


Rank 
'0  19( 

]    43J 
■  >.     4( 
J     3; 


hey're  in  the  elevator  business  now... in  a  big  way. 
'Their  new  Armor  subsidiary  adds  more  than  10%  to  their 
sales . . .  and  they  say  that's  just  the  beginning." 


The  elevator  business?  A.O.Smith?  Sure.  We 
think  it's  a  great  growth  market.  And  with  the 
acquisition  of  Armor  Elevator  Company  we're 
getting  in  close  to  the  top.  Armor  has  been  in 
the  business  nearly  40  years.  It's  one  of  the 
largest  elevator  manufacturers  in  the  United 
States  . .  .  the  second  largest  in  Canada  . .  .  and 
has  the  capability  to  design  a  complete  elevator 
system  and  provide  full  and  continuous  service. 
In  five  modern  manufacturing  facilities,  Armor 
can  produce  every  component  for  gearless, 
geared  and  hydraulic  elevator  systems  .  . .  pas- 
senger or  freight.  Every  component .  . .  from  ma- 


chines to  call  buttons,  cabs  to  controls.  Armor 
has  the  equipment  and  technical  skills  to  go  as 
high  as  anyone  wants  to  go  ...  in  buildings  of 
any  size,  shape  or  kind.  Elevators?  A.O.Smith? 
Sure.  We've  been  doing  business ...  all  kinds 
of  business  ...  for  nearly  100  years.  But  we're 
still  full  of  young  ideas,  with  20  plants  on  three 
continents,  and  sales  climbing  toward  the  half- 
billion  mark.  Armor  elevators  are  going  to  accel- 
erate that  climb.  "What's  this  I  hear  about 
A.O.Smith?"  There's  plenty  more  to  hear.  Just 
write  for  our  annual  report.  A.O.Smith  Corpora- 
tion, Milwaukee,  Wisconsin  53201. 


iuith 


'  "int:' 


'^^P^^ 


^ 


r,ves(  we  replace.  And: 
,  i&B:  Evel■yt^uh^^ 
..JUlch  fertilizes  the  eai-th.    j 
lumber  and  l)ly\vo()(l  build  houses.  The  sa^ 
(hist  and  wood  chips  make  pai)er.  The  pai)ei-^ 
•>nH  nnnn..K,..,.vi  -^roesjnto  everythin.^-  from 

.supermarket  and 


industriar^Scka^in 

We  even  capture  im 
sweetens  your  bathi-oonis  and  kitchens. 
I  It's  an  endless  cycle.  Last  year  we  sowed  4 

i.s  of  seed.  We  jllllianted  28  million  baby 

That's  a  latQigmKf 
Union   Camp   Coi-[)oj-ation,   Wayne    New 
Jersey  07470  '      '       "  " 


Union  Camp 


^. 


•Sfc^^fr; 


We  use  all  of  the  tree. 
Even  the  smell. 


The  500  Biggest  Corporations   By  Profits 


Mk 
1969 


439 
408 
353 
358 
351 

I37 
415 
380 
419 
431 

251 
338 

435 
441 
446 

422 

■ 

421 
360 
394 

432 
453 

■ 

425 

■ 

430 
223 
486 
469 


393 


448 


Company 


Net      %  Change      Cash 
Profits        Over  Flow       Rank 

($000,000)    1969     ($000,000)  1970 


So  Carolina  El  &  Gas  21  14.3  34  353 

Harris-lntertype  21  2.7  27  414 

RHMacy  21  —15.2  35  349 

Time  Inc  21  —13.8  37  336 

Owens-Corning  Fiberg  21  —16.7  44  294 


Cummins  Engine  20  11.3  33  368 

San  Diego  Gas  &  Elec  20  2.7  37  341 

Grumman  20  —8.2  44  295 

Louisville  GfcE  20  4.7  33  370 

Northrop  20  7.7  31  385 


Mead 

Kaiser  Steel 
Montana  Power 
Cen  III  Pub  Service 
Black  &  Decker 


20 
20 
20 
20 
19 


—44.6 

—23.4 

6.9 

8.3 

10.8 


Hoover 

Inspir  Consol  Copper 

Armstrong  Cork 

Fruehauf 

McDonald's  Corp 


18 
18 
18 
18 
18 


4.9 

32.8 

-69.3 

-32.7 

39.9 


Castle  &  Cooke 

First  Nat  Bnk  Dallas 

Trane 

Connecticut  General 

Comsat 


18 
18 
18 
18 
18 


—5.8 

40.2 

16.9 

—60.5 

145.5 


Dow  Jones 
Brown  Shoe 
Heublein 
Seatrain  Lines 
Becton,  Dickinson 


17 
17 
17 

17 
17 


—22.0 
7.3 
5.3 

11.1 
7.1 


52 
56 
27 
34 


27 
22 

40 
48 
25 


29 
18 
22 
18 
37 


266 
254 
416 
359 


24      439 


Seattle-First  Nat  Bk  19  0.7  19  473 

Northern  Trust  Chica  19  43.3  19  477 

Rochester  Gas  &  Elec  19  —0.6  32  383 

Dayton  Hudson  19  —19.9  39  323 

Anchor  Hocking  19  —9.7  29  400 

Detroit  Bank  &  Trust  19  2.4  20  468 

Southwstn  Pub  Serv  19  9.5  30  391 

Hershey  Foods  19  56.6  24  436 

General  Am  Oil  Texas  19  —0.9  32  372 

Harris  Trust  19  23.9  21  461 

Kansas  City  Pow  &  Lt  19  0.1  32  382 

Cerro  19  —54.6  33  363 

ARA  Services  19  17.0  37  334 

USM  19  10.9  39  316 

Tampax  19  23.2  20  470 

Pennsylvania  Life  19  *  19  480 

Southwestern  Life  19  *  19  481 

Brunswick  19  27.9  32  373 

Central  Soya  18  67.1  25  427 

ACF  Industries  18  *  39  318 

Citizens  &  Southern  18  69.2  20  467 

Arizona  Public  Serv  18  4.1  37  342 

Northwestern  Steel  18  31.6  22  452 

Carter-Wallace  18  90.9  21    *  459 

National  Serv  Inds  18  21.2  25  432 

Nat  City  Bnk  Cleve  18  22.0  19  475 

Commonwealth  Oil  Ref  18  —12.0  25  431 

Utah  Power  &  Light  18  7.8  28  403 

Liberty  Nat  Life  Ins  18  14.5  18  485 

Walter  E  Heller  18  21.5  18  486 


412 
455 
315 
285 
429 


397 
490 
454 
492 
332 

449 
437 


23 

24 

25  428 
30  394 
24   441 


Rank 
1970  1969 


Company 


Net      %  Change      Cash 
Profits        Over         Flow       Rank 
($000,000)    1969     ($000,000)  1970 


463  ■ 

464  ■ 

465  ■ 

466  ■ 

467  ■ 

468  ■ 

469  ■ 

470  458 

471  447 

472  485 

473  ■ 

474  427 

475  312 

476  244 

477  ■ 

478  ■ 

479  330 

480  ■ 

481  ■ 

482  ■ 

483  ■ 

484  ■ 

485  ■ 


486  ■ 

487  490 

488  ■ 

489  377 

490  460 

491  ■ 

492  ■ 

493  498 

494  463 

495  ■ 


496  ■ 

497  429 

498  ■ 

499  434 

500  ■ 


Great  North  Nekoosa 
Provident  Life  &  Ace 
Kansas  Power  &  Light 

Houston  Natural  Gas 
Stone  &  Webster 
USLIFE  Corp 
Mercantile  Tr  N  A 
Indianapolis  Pwr  &  L 

Marshall  Field 
Girard 
Bancohio 
Harsco 
Freeport  Minerals 


B  F  Goodrich 
Richmond  Corp 
A  H  Robins 
Addressograph  Multi 
Cannon  Mills 


Fedders 
General  Cable 
Columbus  &S  Ohio  El 
Gerber  Products 
Prentice-Hall 


Cincinnati  Milicron 
Naico  Chemical 
Gould  Inc 
Ex-Cello-0 
Kayser-Roth 


16 
16 
16 

16 
16 
16 

16 
16 

16 
16 
16 
16 

16 

l6 
16 

16 
16 
16 

16 
16 
16 
16 
15 

15 
15 
15 
15 
15 


8.2 


19.2 


20.7 
59.6 

11.1 
—6.0 

—8.4 

0.9 

30.3 

—15.5 
—44.3 


—58.0 
2.4 
4.5 

—41.1 
0.6 

33.0 

11.0 

1.0 

6.9 

1.2 

3.0 

—2.8 

19.3 

—31.2 

—10.2 


Fidelity  Corp  (Penn) 
Grand  Union 
William  WrigleyJr 
Hilton  Hotels 
Oscar  Mayer 


15 
15 
15 
15 
15 


51.2 

14.1 

—2.7 

-10.8 

18.2 


Int  Flavors  &  Frag 
Sherwin-Williams 
Gamble-Skogmo 
Allis-Chalmers 
National  Can 


15 
15 
15 
15 
15 


11.6 
-19.1 

14.1 
-18.5 

23.8 


Not  on  500  list  in  1969.  '  Not  comparable. 


441 

■ 

Monumental  Corp 

1} 

'          18.9 

17 

493 

442 

■ 

Mattel 

i; 

'          44.2 

21 

464 

443 

450 

Delmarva  Power  &  Lt 

1/ 

—1.1 

30 

389 

444 

264 

GAC  Corp 

i; 

'      —49.4 

17 

494 

445 

■ 

General  Development 

i; 

'          34.0 

19 

478 

446 

■ 

Unionamerica 

1} 

'          16.8 

19 

474 

447 

383 

Westvaco 

1} 

'      -21.7 

40 

307 

448 

359 

United  Merch  &  Mfrs 

i; 

'      —28.0 

28 

405 

449 

■ 

Gulf  Life  Holding 

i; 

'          23.3 

17 

495 

450 

499 

Tampa  Electric 

i; 

'           9.5 

28 

408 

451 

■ 

Pillsbury 

ly 

'          17.7 

32 

379 

452 

■ 

Masonite 

15 

'          27.2 

28 

411 

452 

■ 

Rorer-Amchem 

i; 

'          12.3 

20 

471 

454 

443 

Lone  Star  Cement 

1/ 

—6.1 

33 

362 

455 

■ 

Cabot 

li 

'          20.4 

35 

352 

456 

226 

Cleveland-Cliffs 

i; 

'      -58.5 

22 

453 

457 

470 

Am  Broadcasting  Cos 

Vi 

'           0.2 

33 

367 

458 

■ 

Idaho  Power 

Vi 

'          13.5 

24 

440 

459 

■ 

Mercantile  Stores 

i; 

'          23.0 

22 

457 

460 

500 

Pet 

li 

'            7.1 

29 

399 

461 

■ 

Fir  Wise  Bankshares 

1/ 

'          16.9 

19 

479 

462 

482 

Max  Factor 

i; 

'            3.0 

19 

475 

39 
16 
26 


325 
498 
423 


32 
18 


377 
491 


16  499 

17  496 
29   396 


22   456 

18   488 


18 
33 
30 


487 
365 
388 

204 
500 
489 
371 
404 

472 
445 
29  402 
19  482 
16   497 


71 
16 
18 
32 
28 

20 
23 


23 
22 
23 
37 
23 


18 
26 
20 
34 
21 


446 
458 
448 
335 
450 

484 
421 
469 
354 
465 


18   483 
26   422 


28 
33 
23 


410 
366 
444 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

Assets 

Revenues 

Common 
Market  Value 

1 

Net  Profits^ 

^- 

' 

Market 

Net 

m 

Assets  Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

J$000) 

($000) 

($000) 

p 

■ 

353 

100 

210 

Abbott  Laboratories  (Dec) 

434,068 

457,503 

1,019,703 

40,021 

Si 

■ 

478 

458 

415 

ACF  Industries  (Dec) 

470,518 

333,718 

254,907 

18,460    J 

% 

■ 

80 

■ 

■ 

Acme  Markets  (Mar) 

336,448 

1,650,249 

142,111 

12,530   i 

n 

■ 

381 

■ 

479 

Addressograph  Multigrapii  (July) 

396,309 

420,458 

214,990 

15,675    \ 

« 

■ 

433 

■ 

■ 

Admiral  (Dec) 

228,879 

368,533 

41,949 

16,103 

-U 

12 

22 

76 

46 

Aetna  Life  &  Casualty  (Dec) 

9,949,923 

3,697,460 

1,254,285 

116,509    ^ 

iiy 

■ 

■ 

462 

■ 

Air  Products  &  Chemicals  (Sept) 

408,950 

261,366 

253,077 

15,012 

n 

460 

370 

455 

■ 

Air  Reduction  (Dec) 

564,583 

436,501 

255,964 

6,494 

ii 

■ 

439 

335 

327 

Akzona  (Dec)* 

376,334 

362,037 

400,500 

25,063 

«,s 

■ 

361 

■ 

■ 

Albertson's  (Mar) 

62,860 

449,313 

72,375 

5,236    ! 

w 

■ 

355 

■ 

■ 

AIco  Standard  (Sept) 

240,176 

455,648 

122,617 

12,850  ; 

11, 

■ 

324 

■ 

■ 

Allegheny  Ludlum  Industries  (Dec)' 

453,864 

515,038 

129,274 

14,820 

I 

234 

■ 

260 

195 

Allegheny  Power  System  (Dec) 

1,199,187 

279,488 

516,792 

42,645 

1 

166 

122 

193 

103 

Allied  Chemical  (Dec) 

1,582,057 

1,248,479 

664,764 

68,351 

1!I, 

■ 

463 

■ 

■ 

Allied  Mills  (June) 

119,681 

347,006 

66,469 

8,201    \ 

1! 

301 

129 

497 

■ 

Allied  Stores  Uan) 

921,506 

1,212,151 

224,451 

14,801 

16, 

■ 

182 

■ 

■ 

Allied  Supermarkets  (June) 

228,459 

952,142 

26,420 

-4,852 

S, 

353 

197 

■ 

499 

Allis-Chalmers  Manufacturing  (Dec) 

768,909 

870,076 

171,040 

15,622 

l 

86 

92 

79 

62 

Aluminum  Company  of  America  (Dec) 

2,628,192 

1,522,418 

1,231,219 

95,459 

ffl 

253 

156 

229 

49 

Amerada  Hess  (Dec) 

1,116,176 

1,086,290 

592,482 

114,010 

IK 

173 

143 

295 

■ 

American  Airlines  (Dec) 

1,524,946 

1,132,779 

456,323 

-26,398     i 

19 

429 

■ 

■ 

■ 

American  Bank  &  Trust  (Pa)  (Dec) 

621,961 

41,069 

55,889 

6,645 

; 

■ 

451 

■ 

■ 

American  Beef  Packers  (May) 

32,438 

353,458 

11,120 

438 

1 

120 

99 

81 

55 

American  Brands  (Dec) 

1,985,202 

1,447,569 

1,212,148 

108,183 

w 

■ 

232 

■ 

457 

American  Broadcasting  Companies  (Dec) 

479,045 

748,262 

183,428 

16,797 

]i 

181 

64 

173 

111 

American  Can  (Dec) 

1,473,895 

1,838,146 

705,443 

65,893 

IJ! 

264 

138 

60 

69 

American  Cyanamid  (Dec) 

1,065,928 

1,158,440 

1,525,580 

91,526 

IS) 

61 

264 

59 

45 

American  Electric  Power  (Dec) 

3,241,888 

665,667 

1,539,000 

116,886 

1!8 

40 

115 

75 

74 

American  Express  (Dec) 

4,655,420 

1,306,324 

1,254,536 

85,223 

85 

382 

■ 

■ 

■ 

American  Financial  (Dec)^^ 

708,322 

62,338 

139,632 

9,233 

1 

186 

■ 

■ 

■ 

American  Fletcher  (Dec) 

1,431,497 

75,686 

113,411 

10,125 

1 

112 

231 

327 

271 

American  General  Insurance  (Dec) 

2,065,041 

753,589 

411,580 

31,616 

i 

■ 

■ 

470 

■ 

American  Greetings  (Feb) 

107,110 

127,190 

246,492 

8,437 

1 

338 

116 

21 

35 

American  Home  Products  (Dec) 

802,182 

1,294,326 

3,575,776 

135,422 

■ 

327 

85 

321 

American  Hospital  Supply  (Dec) 

358,473 

509,542 

1,191,229 

25,650 

i 

342 

436 

241 

323 

American  International  Group  (Dec) 

790,074 

363,796 

568,512 

25,398 

J 

436 

■ 

■ 

■ 

American  Investment  (Dec)^^ 

612,977 

223,540 

75,460 

6,464 

11 

263 

207 

145 

79 

American  Metal  Climax  (Dec) 

1,066,774 

840,720 

795,870 

83,604 

1 

477 

154 

■ 

■ 

American  Motors  (Sept) 

546,618 

1,089,787 

145,768 

-56,241 

- 

268 

■ 

■ 

■ 

American  National  Corp  (Dec) 

1,063,611 

60,633 

80,040 

9,753 

- 

192 

■ 

429 

■ 

American  National  Insurance  (Dec) 

1,402,712 

288,459 

275,538 

14,527 

I 

157 

300 

171 

146 

American  Natural  Gas  (Dec) 

1,666,159 

565,103 

709,061 

54,679 

1 

■ 

■ 

■ 

362 

American  Petrofina  (Dec) 

226,449 

260,779 

203,868 

22,051 

332 

■ 

■ 

■ 

American  Security  &  Trust  (Dec) 

811,498 

46,903 

81,034 

8,616 

319 

242 

160 

52 

American  Smelting  &  Refining  (Dec) 

862,058 

717,836 

735,488 

111,718       f 

220 

104 

339 

■ 

American  Standard  (Dec) 

1,247,151 

1,417,846 

396,775 

3,118 

■   Not  or 
All  per-sh 

500  list. 
are  data  a 

1   Plus  stock,     tt  Figures  include  unconsolidated  subsidiaries, 
djusted  ior  stock  splits  and  dividends  ttirougti  Ivlay  15,  1971. 

1)  Akrona:  Formerly  American  Enka. 

2)  Allegtieny  Ludlum  Industries:  Formerly  Allegtieny  Ludli 

im  Steel. 

. 
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I  Roster  of  the  Country's  Biggest  Corporations 


PER  SHARE  DATA:  1970 


Extraordinary 
Cdt/Chg(— ) 


Earnings    Dividend 


Market 
Price  (Dec.  31) 


Chief  Executive 


His  Total  Ranked 

Remunerationl:    Among  737 
($)  Others 


Officers  &  Directors 
As  a  Group 
Total 
Remuneration     Number 
($)  In  Group 


52.303 
39.452 
29.280 
32,334 
-7,418 


115,509 

37,223 

34.361 

41,558 

9,666 

17.723 
30,552 
80.583 
187.996 
12  632 


36.012 
5,083 

32,928 
223.267 
152.104 


79.670 
7,621 
1.074 

144.994 
32,926 

138,613 

150.040 

199.917 

85.223 

12.712 

10.125 
31.616 
10.236 
154.242 
31.886 

25,398 

6.464 

119,756 

—12,626 

9,753 

14,527 
115,015 

35,949 

8.616 

126.941 

41,779 


-0.34 

0.80 

-0.92 
0.10 

0.91 


2.92 
3.30 
3.87 
1.95 
-3.12 

4.37 
2.60 
0.57 
2.25 
0.91 

1.53 
1.85 
2.03 
2.47 
2.95 


1.10 
2.40 
2.00' 
1.40 
none 

1.40 

0.20t 

0.80 

1.10 

0.36 

0.27 
2.40 
1.32 
1.20 
0.72 


75Vi 
4534 
437/8 
26% 

8^8 


—0.21 
-0.88 


0.12 


1.71 
-1.24 
1.20 
4.32 
3.22 

-1.30 
2.10 
0.32 
4.03 
2.37 


1.40 
0.15 
none 
1,80 
0.301 

0.80 

0.84 
none 
2.10 
1.20 


47»/2 
473/8 
22 '/4 
36 
12 1/2 

17% 
271/4 
22% 
24  Vs 
24 1/4 

27 

6% 
15 

57 '/4 
47 

22^2 

17V8 
8 

451/8 
25% 


0.11 


0.07 


-0.27 


0.16 

0.07 


0.44 


0.81 
-0.77 


3.55 

2.04 
2.30 
3.58 
1.40 

2.18 
0.85 
1.40 
2.57 
0.76 

2.63 

1.05 

3.40 

-2.28 

4.87 

0.44 
3.38 
2.38 
3.90 
3.97 
-0.53 


2.20 
1.25 
1.66 
1.15 
0.08 

0.91 
0.50 
0.47 
1.55 
0.25 

0.44 
0.65 
1.40 
none 
1.00 


39% 
34 

28 1/2 
81% 
24 


241/2 
16 1/4 
41 

70% 
351/8 


63 

13% 
335/8 
5% 
40 


G  R  Cain 
J  F  Burditt 
J  R  Park 
W  H  Wilson 
R  0  SIragusa 


0  D  Smith 
L  P  Pool 
G  S  Dillon 
C  S  Ramsey 
J  A  Albertson 


T  Veale  II 

RSAhlbrandt 
D  M  Kammert 
J  T  Connor 
R  E  Foick  Jr 


T  Schlesinger 
C  E  Jolitz^ 
D  C  Scott 
J  D  Harper 
H  W  McCollum 


G  A  Spater 
S  D  Kline 
F  R  West 
RB  Walker 
L  H  Goldenson 


0.38 
2.08 
1.05 
1.80 
1.90 
1.00 


423/8 
265/8 

36% 
271/2 
301/2 


WFMay 
C  D  Siverd 
D  C  Cook 
H  L  Clark 
C  H  Lindner 

S  E  Lauther 
G  S  Wortham 
1 1  Stone 
W  F  Laporte 
H  K  Dewitt 

M  R  Greenberg 
D  L  Barnes  Jr 
I  Mac  Gregor 
R  D  Chapin  Jr 
A  P  Stults 


P  B  Noah 
R  T  McElvenny 
R  I  Galland 
R  C  Baker 
E  Tittmann 
W  D  Eberle 


174,616 
152,500 
100,000 
135,744 
80,308 


237 
294 
548 
380 
653 


206,308 
120,000 
175,000 
114,583 
68,800 


108,000 
152,500 
105,050 
220,750 
NA 


142 
451 
225 
483 
688 

513 
294 
527 
118 


165,000 
85,000 
275,000 
299,000 
151,284 


256 

629 

47 

40 

301 


150,000 

59,648 

31,931 

301,047 

125,000 


306 
712 
735 
33 
420 


219,154 
205,840 
231,785 
306,332 
55,300 


124 

143 

97 

31 

716 


100,000 
61,800 
169,566 
19L200 
150,000 


548 
706 
247 
181 
306 


85,100 

67,500 
254,166 
152,328 
105,000 


628 

695 

66 

297 

529 


100,025 
172,100 
124,049 

NA 
190,000 
160,000 


547 
241 
438 

184 
273 


NA   Not  Available, 
ir   New  CEO  \n   1971. 


1,672,302 
865,406 
770,425 
844,127 
696,407 


1,536,498 

1,171,317 

928,510 

713,687 

420,545 


730,738 

1,351,674 
575,956 
1,446,983 
NA 


1,897,034 
971,965 
1,555,938 
2,800,615 
1,102,559 


2,662,742 
NA 

156,588 
1,873,056 
1,036,941 


1,475,773 
1,489,581 

617,680 
2,599,960 

302,970 


537,944 
1,500,727 
1,162,028 
1,079,226 

828,952 


774,665 

603,818 

1842,884 

1,346,042 

386,400 


1,259,549 

712,834 

521,002 

NA 

1,250,159 

1,436,777 


41 
25 
17 
25 
15 


33 
25 
23 
30 
23 

14 
31 
16 
30 


33 
35 
28 
44 
22 


70 

14 
20 
27 


28 

17 
15 
47 
11 


31 
58 
31 
21 
26 

34 
33 
32 
36 
18 


14 
19 

29 
35 


FORBES,  MAY  15,  1971 


129 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

^ 

1 

Assets 

Revenues 

Common 
Market  Value 

«■ 

' 

Market 

Net  ^" 

■■"  ' '  ~'         '  '        ■                     '            ■■■*■ 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

1 

2 

2 

1 

American  Telephone  &  Telegraph  (Dec) 

49,641,509 

16,954,881 

26,845,816 

2,189,400 

■ 

273 

264 

230 

AMF  (Dec) 

507,452 

635,693 

511,357 

36,687 

■ 

394 

■ 

■ 

Amfac  (Dec) 

347,171 

• .       407,985 

202,840 

14,160 

■ 

■ 

177 

332 

AMP  (Dec) 

184,278 

225,827 

699,276 

24,489 

■ 

305 

■ 

■ 

Amstar  (June) 

293,605 

551,483 

124,448 

13,625 

140 

178 

292 

118 

Anaconda  (Dec) 

1,784,657 

977,424 

459,732 

63,787 

■ 

■ 

488 

400 

Anchor  Hocking  (Dec) 

200,393 

293,200 

230,142 

18,966 

■ 

272 

■ 

■ 

Anderson-Clayton  (June) 

345,956 

639,077 

117,629 

12,373 

441 

219 

50 

121 

Anheuser-Busch  (Dec) 

605,419 

792,777 

1,710,158 

62,549 

■ 

271 

221 

408 

ARA  Services  (Sept) 

285,707 

648,399 

608,771 

18,610 

■ 

366 

■ 

■ 

Archer  Daniels  Midland  (June) 

206,887 

443,384 

102,700 

8,737 

■ 

276 

■ 

■ 

Arden-Mayfair  (Dec) 

135,300 

630,000 

20,184 

-2,823 

482 

■ 

■ 

417 

Arizona  Public  Service  (Dec) 

543,586 

144,873 

187,000 

18,268 

■ 

■ 

463 

324 

Arkansas  Louisiana  Gas  (Dec) 

487,271 

235,185 

250,093 

25,394 

■ 

469 

■ 

■ 

Arlan'sDept  Stores  (Jan) 

108,000E 

342,000E 

24,975E 

-16,000E 

122 

87 

216 

139 

Armco  Steel  (Dec) 

1,978,913 

1,583,673 

616,301 

56,153 

■ 

343 

132 

428 

1 

Armstrong  Cork  (Dec) 

510,524 

485,834 

847,343 

17,813 

283 

106 

269 

221 

Ashland  Oil  (Sept) 

999,880 

1,407,166 

506,031 

37,769 

■ 

218 

273 

298 

Associated  Dry  Goods  (Jan) 

496,285 

795,278 

503,630 

28,042 

372 

■ 

■ 

■ 

Atlantic  Bancorporation  (Dec) 

733,008 

46,396 

68,277 

5,721  i 

45 

38 

28 

19 

Atlantic  Richfield  (Dec) 

4,392,241 

2,738,496 

2,965,266 

205,630 

■ 

447 

■ 

■ 

A-T-0  Inc  (Dec) 

236,696 

356,288 

64,312 

7,499 

■ 

■ 

424 

■ 

Automatic  Data  Processing  (June) 

33,142 

39,107 

280,066 

3,365 

80 

136 

■ 

369 

Avco{Nov)" 

2,688,055 

1,177,288 

143,375 

21,251 

■ 

■ 

406 

■ 

Avery  Products  (Nov) 

98,360 

127.530 

301,195 

6,966 

■ 

228 

15 

60 

Avon  Products  (Dec) 

440,840 

759,171 

5,092,910 

98,988 

412 

211 

425 

■ 

Babcock  &  Wilcox  (Dec) 

645,000 

826,424 

279,803 

10,021 

246 

485 

219 

159 

Baltimore  Gas  &  Electric  (Dec) 

1,149,214 

328,104 

612,711 

51,647 

387 

■ 

■ 

■ 

Banco  Popular  De  Puerto  Rico  (Dec) 

696,020 

53,787 

63,113 

6,666 

145 

■ 

■ 

473 

Bancohio  (Dec) 

1,753,681 

97,829 

158,345 

16,036 

■ 

468 

■ 

■ 

Bangor  Punta  (Sept) 

347,527 

342,186 

32,240 

-470 

2 

94 

39 

25 

Bail' America  Co  p  (Dec) 

29,739,902 

1,489,255 

2,201,920 

163,878 

126 

■ 

■ 

■ 

Bank  of  California  N  A  (Dec) 

1,916,144 

128,120 

75,061 

6,922 

180 

■ 

■ 

■ 

Bank  of  the  Commonvifeallh  (Detroit)  (Dec) 

1,491,540 

103,044 

40,014 

-9,845 

362 

■ 

■ 

■ 

Bank  of  Hawaii  (Dec) 

755,319 

51,924 

94,506 

7,433 

63 

■ 

456 

358 

Bank  of  New  York  (Dec) 

3,149,275 

202,278 

255,377 

22,375    ' 

13 

321 

190 

142 

Bankers  Trust  New  York  Corp  (Dec) 

9,930,646 

516,062 

668,508 

55,667 

346 

■ 

■ 

■ 

Barnett  Banks  of  Florida  (Dec) 

779,631 

54,903 

88,885 

5,873 

■ 

■ 

475 

■ 

Bassett  Furniture  Industries  (Nov) 

86,257 

132,593 

238,977 

10,570 

■ 

■ 

167 

■ 

Baxter  Laboratories  (Dec) 

259,161 

187,606 

716,401 

14,343 

203 

■ 

■ 

■ 

Baystate  Corp  (Dec) 

1,337,162 

84,814 

133,124 

13,560 

419 

88 

113 

155 

Beatrice  Foods  (Feb) 

631,485 

1,576,065 

932,734 

52,931 

■ 

■ 

218 

440 

Becton,  Dickinson  (Sept) 

237,955 

221,474 

613,916 

17,423 

■ 

442 

■ 

■ 

Bemis  (Dec) 

210,848 

359,129 

74,690 

-199 

271 

100 

391 

33: 

3e!-dix  (Oct) 

1,037,143 

1,442,860 

321,643 

24,140 

89 

150 

222 

123 

Beneficial  Corp  (Dec)'  '^            ^sg^m 

2,572,390 

1,105,653 

607,664 

61,521 

58 

33 

104 

70 

Bethlehem  Steel  (Dec)               aH 

3,331,206 

2,935,408 

1,006,775 

90,071 

■  Not  on  500  list.     \  Plus  stock,     ft   Fig. 
All  per-share  data  adjusted  for  stock  spli 

^  :idiorles. 
^                                      -.-^     1....,   lb,   1971. 

3)  Beneficial  Corp: 
E  Estimate. 

Formerly  Beneficii 

1  Finance. 

f 
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A  Roster  of  the  Country's  Biggest  Corporations 

Officers  &  Directors 

PER  SHARE 

DATA:  1970 

As  a  Group 

Cash  Flow 

His  Total 
Remuneration^ 

Ranked 
Among  737 

Total 
Remuneration 

Eitraordinary 

Market 

Number 

9000) 

Cdt/Chg(— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

4.721.372 

3.99 

2.G0 

487/8 

H  1  Romnes 

345,833 

19 

2,735,732 

39 

61,803 

2.05 

0.90 

28% 

RCGott 

170,000 

244 

1,847,634 

33 

22,982 

2.57 

0.83 

40 

H  A  Walker  Jr 

155,133 

286 

1,644,547 

37 

34,850 

2.00 

0.58 

57 

SS  Auchincloss 

125.000 

420 

1,046,109 

25 

23,309 

3.25 

1.60 

35y8 

WF  Oliver 

143,333 

343 

931,568 

24 

107,959 

0.20 

2.91 

1.90 

21 

C  J  Parkinson 

280,014 

45 

1,749,404 

27 

28.733 

2.71 

l.QO 

33 

J  L  Gushman 

202,100 

151 

1,039,000 

25 

19,393 

3.83 

1.20 

37% 

TJ  Barlow 

143,000 

344 

1,535,952 

33 

96.344 

1.40 

0.43 

381/4 

AABusch  Jr 

311,129 

27 

1,810,027 

33 

37,328 

3.52 

1.01 

119>/4 

D  J  Davidson 

95,000 

577 

1,981,505 

50 

14.155 

2.76 

0.95 

32  V2 

D  0  Andreas 

68,000 

691 

862,441 

21 

2,577 

-1.29 

-1.24 

0.20 

71/4 

A  J  Crosson 

75,000 

671 

689,593 

26 

36,861 

1.73 

1.08 

22 

W  P  Reilly 

61,747 

707 

591,723 

34 

42.274 

2.51 

1.60 

247/8 

W  R  Stephens 

108.220 

512 

462,066 

23 

-13.000E 

2.16E 

-5.77E 

0.20 

9 

H  Palestine 

NA 

NA 

136.167 

1.64 

1.60 

21% 

C  W  Verity  Jr 

176,135 

222 

1,773,806 

38 

39.704 

0.67 

0.80 

33  V4 

JHBinns 

130,000 

397 

1,440,120 

37 

85.617 

-0.63 

1.46 

1.20 

2,Vs 

QE  Atkins 

152.000 

299 

1,463,133 

35 

41.050 

2.32 

1.20 

413/4 

L  P  Seller 

NA 

NA 

7.171 

1.70 

0.65 

20% 

E  W  Lane  Jr 

NA 

244,133 

11 

438,270 

3.64 

2.00 

655/8 

R  0  Anderson 

225,000 

108 

3,412,416 

47 

13.883 

0.07 

0.68 

0.11 

8Vi 

H  E  Figgie 

192,763 

177 

1,044,557 

24 

4.275 

0.66 

none 

51% 

HTaub 

71,500 

681 

531,402 

13 

39.742 

0.40 

0.60 

121/2 

J  R  Kerr 

120,000 

451 

1,475,604 

10.335 

0.80 

0.20 

34»/4 

R  S  Avery 

135,000 

382 

1,037,429 

24 

108,591 

1.72 

1.08 

88  V2 

W  HIcklin 

369,578 

14 

3,033,060 

33 

10.021 

0.81 

0.93 

22% 

G  G  Zipf 

182,142 

202 

959,894 

25 

79.588 

2.77 

1.79 

33 

C  E  Utermohle  Jr 

85,000 

629 

480,332 

25 

6.666 

0.23 

4.04 

1.09 

38 '/4 

R  Carrion  Jr 

NA 

NA 

17,729 

2.79 

0.96 

27>/2 

P  F  Searle 

71,200 

683 

668,227 

28 

6.167 

-U.07 

-0.46 

0.15 

8      • 

DW  Wallace 

100,000 

548 

569,600 

27 

188,635 

4.77 

2.20 

64 

AW  Clausen 

167,600 

252 

762,413 

19 

8.383 

2.37 

i.:4 

25% 

C  DeBretteville 

NA 

NA 

-9.042 

—2.54 

1.20 

8y4 

J  E  Thompson- 

68,125 

690 

538,376 

25 

8.483 

4.48 

2.55 

57 

C  D  Terry 

80,000 

654 

479,207 

27 

.  24.677 

4.03 

2.00 

453/4 

SHWoolley 

175,000 

225 

989.247 

24 

62,106 

5.43 

2.84 

6'% 

W  H  Moore 

220,000 

120 

1,268,650 

36 

7,074 

0.01 

1.54 

0.52 

23 '/4 

GWBotU 

91,029 

589 

NA 

13.772 

1.76 

0.80 

39  ¥4 

J  E  Bassett  Sr 

115,150 

480 

873.324 

27 

19.943 

0.52 

0.10 

257/8 

W  B  Graham 

140,000 

355 

772.079 

17 

15,321 

-0.03 

4.35 

1.60 

42  ¥4 

R  Wengren 

60,070 

711 

179,490 

15 

76,102 

2.03 

1.00 

35% 

W  G  Karnes 

220,000 

120 

1,897,582 

37 

23,770 

1.08 

0.30 

377/B 

F  S  Dickinson  Jr 

95,000 

577 

1,052,973 

22 

10,691 

-1.27 

-0.21 

0.85 

171/2 

JBemis 

109,000 

510 

665.000 

19 

56.235 

-0.30 

1.46 

1.60 

26% 

A  P  Fontaine 

121,800 

445 

1.595,131 

44 

67,190 

4.26 

1.60 

51% 

DJPaul= 

118,639 

469 

1,142,003 

26 

256,064 

2.05 

1.80 

227/8 

SSCort 

229,081 

104 

4,468,362 

39 

NA  Not  Available. 
#   New  CEO  ;n  1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1970 


Market 

Net 

Assets 

Revenues 

Value 

Profits 

Company  (and  month 

■ 

■ 

191 

395 

Black  &  Decker  (Sept) 

■ 

■ 

372 

■ 

H  &  R  Block  (Apr) 

87 

23 

398 

361 

Boeing  (Dec) 

9S 

74 

68 

232 

Boise  Cascade  (Dec) 

236 

65 

151 

154 
270 

Borden  (Dec) 

292 

148 

250 

Borg  Warner  (Dec) 

■ 

367 

■ 

■ 

Borman's  (Jan) 

344 

■ 

417 

310 

Boston  Edison  iDeci 

376 

174 

46 

92 

Bristol-Myers  tOec) 

■ 

266 

356 

350 

Broadway-Hale  (Jan) 

Common 

Assets 

Revenues 

Market  Value 

Net  Profits 

($000) 

($000) 

($000) 

($000) 

207.319 

255.433 

666.989 

19,474 

30.933 

• .     53.595 

351.790 

6.380 

2.621,819 

3.695.216 

308.983 

22.090 

i        2.267.475 

1.716.860 

1.404.520 

36.560 

1.191,795 

1,827.341 

774.846 

52.986 

952.853 

1.114.799 

542.476 

31.811 

77.659 

443.220 

31.874 

1.210 

789.063 

219.751 

284.718 

26.944 

723.668 

981.155 

1.898.176 

74.112 

404.864 

662.166 

370.333 

23.087 

■ 

■ 

451 

■ 

Brown^Forman  Distillers  (Apr) 

172.101 

121.466 

258.192 

14,035 

■ 

374 

479 

436 

Brown  Shoe  (Oct)                              ^^ 

221.222 

429.472 

235,238 

17.453 

■ 

359 

373 

413 

Brunswick  (Dec)                                ^"^ 

431.144 

450.419 

350,775 

18.510 

■ 

319 

■ 

■ 

BuddiDec) 

446.871 

519.360 

69,297 

-20.553 

193 

66 

82 

95 

Bu  lington  Industries  (Sept) 

1.401.733 

1.821.539 

1.205.009 

71,423 

72 

170 

309 

249 

Bu:lington  Northern  (Dec) 

2.926.155 

1,000.851 

436,402 

34,^202 

184 

193 

45 

lo: 

Burroughs  (Dec) 

1.448.087 

884,557 

2,005,612 

66.542 

79 

167 

294 

177 

C&O  B&O  Railroads  (Dec) 

2.717.841 

1.009.707 

458,028 

47,083 

■ 

■ 

468 

455 

Cabot  (Septi 

358.027 

252.471 

247,554 

16.847 

440 

179 

92 

120 

Campbell  Soup  (July) 

605.498 

964,754 

1.083.494 

62,720 

■ 

481 

■ 

■ 

Campbell  Taggait  Associated  Bakeries  (Bed 

137,5:4 

330,389 

110,534 

9,423 

■ 

■ 

■ 

480 

Cannon  Mills  (Dec! 

251.786 

306.446 

128.409 

15.575      , 

348 

■ 

414 

35: 

Capital  Holding  Corp  (Dec)                  ^^ 

779.049 

157.197 

289,294 

22.534 

489 

159 

123 

183 

Carnation  Company  (Dec) 

536.261 

1.053,358 

867,814 

45,883      ! 

311 

■ 

358 
245 

329 

334 

Carolina  Power  &  Ligtit  (Dec) 

884,850 

204,846 

367,133 

24.825 

■ 

289 

Carrier  (Oct) 

459.727 

594.143 

563.170 

24.143 

■ 

■ 

■ 

419 

Carter  Wallace  (Mar) 

114,642 

125,741 

118.944 

18,251 

■ 

333 

46: 

431 

Castle  &  Cooke  (Mar) 

447.362 

496.950 

248,132 

17,625      i 

137 

51 

34 

-.  ■* 

Caterpillar  Tractor  (Dec) 

1.813.701 

2.127.752 

2,432.347 

143.785 

225 

■ 
162 

■ 

■ 

CBT  Corp  (Hartfortt)  (Dec)* 

1.230.464 

74.849 

91.(B5 

9.919 

164 

135 

173 

Celanese  (Dec) 

1,610.700 

1.036.700 

837,085 

48.500 

239 

443 

91 

119 

Central  &  Ssuth  West  (Dec) 

1. 186.166 

358,402 

1,084.169 

62.748 

410 

■ 

■ 

■ 

Central  Bancorporation  {Oec> 

645.909 

41.311 

60.432 

6.609 

■ 

■ 

■J6? 

394 

Central  Illinois  Public  Service  (Dec* 

422.210 

126.836 

247,057 

19,573 

204 

■ 
■ 

■ 
■ 

■ 
■ 

Central  NatioaaJ  Bank  Cte>eland  (Dec) 
Central  National  Chicago  Corp  (Dec) 

1.327.539 

83.556 

91,383 

9,016 

472 

552.733 

32.349 

26.129 

3.156 

■ 

255 

■ 

■*  .  "* 

Central  Soya  lAug) 

199.392 

681.036 

151,020 

18.473 

413 

■ 

35  •■ 

.vS 

Central  Telephone  fc  Utilities  (Dec) 

644.516 

211.582 

327,356 

24.928 

■ 

347 

■ 

Cerro  iDec' 

513,666 

474,798 

147,098 

18.616 

■ 

■ 

34: 

V  -^ 

Champion  Spark  Plug  (Dec) 

239.433 

290,169 

380,152 

29.802 

29 

454 

426 

30S 

Charter  New  York  (Dec) 

6,308.634 

351,755 

279.778 

27,110 

4 

152 

52 

43 

Chase  Manhattan  tDec) 

24.525703 

1.094,791 

1.63,3,901 

117,337 

11 

251 

121 

10^ 

Chenical  New  York  Corporatraii  (Btc) 

10.979,483 

683.556 

871.975 

67,92? 

■ 

■ 

249 

37S 

Chesebrough-Ponds  (Dec) 

203.515 

260.986 

548.757 

2a878 

392 

■ 

■ 

■ 

Chi  Mirwaukee  St  Paul  &  Paciic  R  R  (Btd 

690.232 

283.197 

23.708 

-10,992 

■ 

432 

■ 

■ 

Chf«Mailey  American  (D«c} 

301.188 

371.698 

136,031 

13.676 

5J? 

10 

69 

■ 

Cl^Tsler  (Dec) 

4  815772 

6.999.676 

1.385.972 

-7.603 

Not  on  SOO  Kst.     t    Plis  slock. 
All  oef-sN»re  <*»»«  «d)«H<l  *c-  »fock  $ol"n  »«o  dM<*n«*!  ♦•"owo^  M<>v  IS   ••". 


*)  CBT  Corp:  Fom»«rty  CoaMctkut  Bank  B  Tr»$t, 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

His  Total 
Remunerationt 

Ranked 
Among  737 

As  a  Grou 
Total 
Remuneration 

P 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Che(— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

23,826 

1.74 

0.84 

59^8 

A  G  Decker 

140,000 

355 

660,279 

18 

6,873 

1.17 

0.33 

63  Vi 

H  W  Block 

36,000 

731 

145,000 

11 

134,985 

1.02 

0.40 

14»/4 

T  A  Wilson 

139,848 

363 

2,098,378 

47 

85,890 

0.04 

1.20 

0.251- 

46 '/4 

R  V  Hansberger 

220,833 

117 

1,758,000 

35 

91.585 

1.83 

1.20 

27 

A  R  Marusi  Jr 

192,800 

176 

1,230,200 

24 

64,818 

-0.60 

1.65 

1.25 

29V4 

R  S  Ingersoll 

221,831 

114 

1,618,021 

27 

4,338 

0.41 

0.80 

ioy4 

P  Borman 

76,500 

669 

565,217 

14 

48.010 

3.31 

2.20 

38V8 

TJGalliganJr 

101,100 

539 

705,212 

23 

88,252 

2.42 

1.20 

64 

G  K  MacBain 

307,228 

29 

2,965,253 

30 

32,975 

2.04 

1.15 

37 

EW  Carter 

167,500 

253 

1,254,197 

22 

16,300 

1.30 

0.40t 

24  y4 

W  F  Lucas 

139,214 

366 

1,784,604 

41 

24,261 

2.50 

1.50 

33  y4 

W  H  Griffin 

120,000 

451 

1,267,459 

30 

32,064 

0.99 

0.10 

i8y4 

J  L  Hanigan 

120,000 

451 

1,197,032 

26 

-6.970 

-2.02 

-3.52 

0.45 

llVs 

P  W  Scott 

116,000 

478 

564,398 

19 

149,376 

2.73 

1.40 

45y4 

C  F  Myers  Jr 

200,000 

155 

2,850,051 
1,027,783 

41 

108,386 

2.64 

1.78 

35^2 

JMBudd# 

210,682 

134 

30 

147,706 

3.83 

0.60 

109 '74 

R  W  MacDonald 

180,000 

205 

1,238,265 

27 

114,471 

-0.67 

5.42 

4.00 

52  y4 

G  S  Devine# 

205,000 

145 

1,292,856 

25 

34,724 

3.33 

0.68 

44  Vz 

R  A  Charpie 

260,147 

59 

1,590,004 

22 

83,200 

1.87 

1.10 

32y8 

W  B  Murphy 

241,735 

88 

2,059,667 

39 

19,502 

0.03 

2.11 

0.90 

24  y4 

B  0  Mead 

62,400 

703 

948,771 

29 

28,335 

8.36 

4.00 

69 

D  S  Holt 

NA 

NA 

22,534 

0.01 

2.09 

0.40 

28  Vs 

H  D  Parker 

86,666 

621 

755,493 

20 

63,148 

3.91 

1.20 

74  Vs 

H  E  Olson 

128,333 

405 

1,158,134 

25 

44,301 

1.56 

1.46 

26 '/4 

S  Harris 

85,360 

627 

606,614 

28 

37,534 

1.47 

0.60 

35% 

M  C  Holm 

150,000 

306 

1,377,715 

33 

21,469 

0.88 

2.42 

0.50 

i5y4 

K  Peake 

167,938 

251 

940,472 

14 

29,351 

-0.26 

1.70 

0.60t 

22 '/4 

M  MacNaughton 

178,000 

218 

649,352 

24 

243,295 

2.53 

1.20 

42  y4 

W  Blackie 

237,500 

93 

1,710,294 

31 

10,952 

5.28 

1.80 

48V2  • 

J  F  English 

81,268 

649 

664,863 

36 

146,100 

-0.19 

3.32 

2.00 

62y4 

J  W  Brooks 

300,000 

34 

2,613,601 

37 

101,544 

2.85 

1.90 

481/2 

SB  Phillips  Jr 

73,750 

679 

519,097 

19 

7,468 

2.63 

1.10 

24 

F  E  Nyce 

90,000 

600 

269,975 

14 

33,746 

1.66 

1.16 

21»/2 

K  E  Bowen 

76,717 

668 

403,817 

19 

9,269 

2.71 

1.47 

27y2 

J  A  Gelbach 

NA 

632,905 

30 

3,353 

3.50 

0.98 

29 

F  E  Bauder 

90,000 

600 

488,052 

24 

25,169 

2.76 

0.85 

22 '/2 

D  W  McMillen  Jr 

146,667 

333 

1,030,268 

19 

54,078 

1.43 

0.89t 

19y4 

C  H  Ross 

90,833 

593 

546,853 

21 

32,995 

0.34 

2.19 

1.60t 

17y8 

C  G  Murphy 

156,433 

284 

965,779 

22 

37,410 

2.39 

1.20 

30V2 

R  A  Stranahan  Jr 

164,000 

260 

931,615 

18 

30,162 

3.59 

2.00 

40 '/4 

G  A  Murphy# 

209,472 

136 

1,387,676 

27 

135,492 

3.68 

1.80 

51V4 

D  Rockefeller 

230,000 

100 

3,651,036 

80 

73,513 

5.06 

2.60 

65 

W  S  Renchard 

217,014 

127 

1,071,100 

31 

23,916 

1.76 

1.01 

45y8 

R  E  Ward 

137,642 

371 

924,791 

23 

8,305 

-5.04 

none 

loys 

WJQuinn 

132,539 

392 

1,034,144 

33 

27,910 

1.50 

0.50 

i8y4 

J  Freidman 

147,500 

330 

2,437,483 

46 

341,723 

-0.16 

0.60 

28 

LTownsend 

200,000 

155 

3,158,923 

51 

NA  Not  Avai 
#  New  CEO 

able, 
in   1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1970 


Market      Net 
Assets  Revenues   Value     Profits 


Compafty  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
.($000) 


Common 

Market  Value 

($000) 


309 
359 

■ 

35 
102 


135 
404 
245 
430 


390 


187 
75 


294 

■ 

435 


321 
312 

■ 

126 
74 


370 
227 
486 
110 
42 


Chubb  (Dec) 

Cincinnati  Gas  &  Electric  (Dec) 
Cincinnati  Milacron  (Dec) 
CIT  Financial  (Dec)'' ^ 
Cities  Service  (Dec) 


890,259 

759,280 

242,837 

5,634,835 

2,193,270 


413,335 
261,629 
269,971 
918,759 
1,714,010 


367 

■ 

340 


416 

■ 

174 


■  261  302  241  Clark  Equipment  (Dec) 

331          ■  256  207  Cleveland  Electric  Illuminating  (Dec) 

83          ■  465  317  Cleveland  Trust  (Dec) 

■  ■  "456  Cleveland-Cliffs  Iron  (Dec) 

■  ■  411  ■  Clorox(June) 


501,938 

815,828 

2,643,194 

182,309 

53,703 


671,007 

245,381 

160,653 

96,961 

98,212 


■ 

341 

■ 

■ 

59 

101 

231 

157 

463 

496 

120 

266 

281 

84 

16 

31 

445 

130 

181 

209 

■ 

459 

■ 

■ 

■ 

267 

■ 

■ 

471 

265 

■ 

■ 

320 

126 

137 

116 

111 

212 

94 

71 

■ 

■ 

■ 

483 

■ 

■ 

143 

312 

420 

180 

270 

265 

278 

■ 

■ 

■ 

56 

192 

53 

36 

Ciuett,  Peabody  (Dec) 

CNA  Financial  (Dec) 

Coastal  States  Gas  Producing  (June) 

Coca-Cola  (Dec) 

Colgate-Palmolive  (Dec) 


Collins  Radio  (July) 

Colonial  Stores  (Dec) 

Colt  Industries  (Dec) 

Columbia  Broadcasting  System  (Dec) 

Columbia  Gas  System  (Dec) 


417,915 
432,118 
150,570 
862,532 
1,273,682 


444,969 
527,982 
250,000 
170,833 
293,661 


21,201 
36,932 
15,395 
65,977 
118,577 


Citizens  &  Southern  Natl  Bank  Atlanta  (Dec) 

1,830,175 

151,320 

358,048 

18,399 

Citizens  Fidelity  Bank  &  Trust  Co  (Dec) 

663,816 

36,327 

51,000 

6,280 

City  Investing  (Dec) 

1,153,637 

580,636 

395,974 

47,668    1 

City  National  Bank  Detroit  (Dec) 

621,268 

38,441 

14,385 

2,349 

City  Stores  (Jan) 

180,070 

364,815 

22,841 

-840 

35,281 
40,733 
26,001 
16,829 
12,010 


316,304 

487,992 

199,985 

10,345 

3,299,096 

1,436,380 

586,644 

52,260 

561,384 

319,981 

875,495 

32,003 

1,005,777 

1,606,401 

5,037,794 

146,876 

591,954 

1,210,238 

687,934 

40,312 

416,952 

348,957 

43,036 

432 

120,338 

661,157 

85,759 

8,707 

553,237 

665,637 

107,544 

13,271 

857,886 

1,230,534 

829,509 

64,132 

2,067,155 

822,782 

1,070,570 

86,825 

454,777 

109,108 

158,900 

15,527 

258,161 

226,562 

800,052 

26,310 

630,255 

957,247 

505,780 

32,032 

1,018,226 

57,539 

98,560 

11,588 

3,374,996 

886,992 

1,630,477 

134,387 

17 
33 
43 


374 

■ 

212 
117 
379 
172 


348 

70 

144 


89 

406 
293 
283 

■ 

56 


Columbus  &  Southern  Ohio  Electric  (Dec) 
Combined  Insurance  Co  of  America  (Dec) 
Combustion  Engineering  (Dec) 
Commerce  Bancshares  Missouri  (Dec) 
Commonwealth  Edison  (Dec) 


268 

210 

115 

87 


422 
435 
135 
434 
38 


Commonwealth  Oil  Refining  (Dec) 
Communications  Satellite  (Dec) 
Conill  (Dec) 

Connecticut  General  Insurance  (Dec) 
Consolidated  Edison  (Dec) 


346,564 

295,735 

8,863,550 

5,748,640 

4,448,918 


224,225 
69,598 

472,073 
1,768,613 
1,128,480 


107 

■ 

243 
129 

■ 

89 


147 

■ 

170 
93 

■ 

89 


Consolidated  Foods  (June) 
Consolidated  Freightways  (Dec) 
Consolidated  Natural  Gas  (Dec) 
Consumers  Power  (Dec) 
Continental  Bank  (Norristown)  (Dec) 
Continental  Can  (Dec) 


726,099 

254,602 

1,300,944 

2,003,376 

711,643 

1,534,961 


1,570,170 

397,246 

588,099 

609,990 

46,880 

2,036,509 


219,519 
507,500 
637,875 
899,150 
1,135,083 


992,503 
175,429 
564,996 
850,203 
71,054 
1,115,052 


18,098  I 
17,501 
57,304  I 
17,553 
128,427  I 


54,674 
7,868  I 

49,317  j 

72,832  I 
8,14Q 

76,400 


51 

98 

150 

96 

Continental  Corp  (Dec) 

3,581,334 

1,473,044 

777,669 

70,37(^ 

■ 

■ 

457 

■ 

Continental  Mortgage  Investors  (Mar) 

301,005 

26,171 

255,332 

9,907 

69 

39 

55 

26 

Continental  Oil  (Dec) 

3,023,438 

2,711,780 

1,581,023 

160,465 

227 

430 

182 

208 

Continental  Telephone  (Dec) 

1,228,898 

372,730 

682,710 

40,435 

49 

160 

161 

■ 

Control  Data  (Dec)' < 

4,276,227 

1,051,761 

727,462 

-3.209 

■ 

277 

■ 

■ 

Cook  United  (Dec) 

186,794 

628,521 

118,860 

7,558 

■   Not  on  500  list,     t  P'us  stock,     ft  Figures  include  unconsolidated  subsidiaries. 
All  per-share  data  adiusted  for  stock  splits  and  dividends  through  May  15,  1971. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

His  Total 

Remuneration! 

Ranked 
Among  737 

As  a  Grou 
Total 
Remuneration 

9 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Che(-) 

Earnings 

Dividend     Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

21,201 

-0.30 

2.83 

1.53 

55»/2 

W  M  Rees 

272,124 

51 

758,583 

28 

58.628 

2.17 

1.50 

27% 

B  J  Yeager 

99,062 

569 

743,023 

26 

22,867 

2.21 

4.22 

1.40 

42 

J  A  Geier 

107,825 

515 

710,736 

18 

65,977 

3.27 

1.80 

44 

W  S  Holmes  Jr 

157,750 

282 

1,976,651 

31 

225.277 

4.22 

2.20 

451/2 

C  S  Mitchell 

238,966 

90 

1,159,650 

24 

20.480 

1.65 

0.80 

32 

M  B  Lane 

200,000 

155 

NA 

6,697 

6.28 

1.87 

51 

MO  Johnson 

NA 

NA 

56.131 

0.02 

1.44 

0.45t 

I8V2 

G  T  Scharffenberger 

394,823 

6 

2,351,519 

31 

2.784 

3.43 

1.20 

21 

J  H  French  Jr 

NA 

NA 

4,861 

—0.07 

-0.26 

0.20 

7 

1  Newman  II 

100,000 

548 

771,202 

20 

47,664 

2.92 

1.40 

36y4 

W  E  Schirmer 

390,000 

7 

1,248,639 

33 

323,482 

3.02 

2.16 

39 

KH  Rudolph 

95,417 

575 

824,577 

25 

26.001 

867 

3.04 

833/8 

G  F  Karch 

NA 

NA 

22.417 

4.73 

1.75 

57^2 

H  S  Harrison 

141,096 

352 

607,707 

26 

12,590 

1.48 

1.00 

36^4 

R  B  Shetterly 

90,050 

599 

384,750 

12 

16,567 

1.03 

0.90 

23  Vs 

HH  Henley  Jr 

255,000 

63 

1,249,850 

22 

52,260 

0.28 

1.38 

0.50 

19 

H  C  Reeder 

122,500 

444 

1,029,091 

26 

48,880 

1.67 

none 

47 '/4 

0  S  Wyatt  Jr 

75,000 

671 

872,000 

29 

195,093 

2.48 

1.44 

843/4 

J  P  Austin 

183,333 

199 

2,069,569 

49 

60,528 

2.75 

1.30 

473/4 

G  H  Lesch 

250,000 

69 

1,319,359 

24 

13,024 

0.15 

0.20 

14V2 

A  A  Collins 

138,265 

369 

1,723,625 

33 

15.492 

0.10 

3.05 

1.45 

30 '/4 

E  F  Boyce 

110,000 

502 

947,326 

28 

31,263 

1.38 

1.00 

16% 

G  A  Strichman 

225,000 

108 

1,590,312 

32 

92,956 

2.29 

1.40 

305/8 

W  S  Paley 

383,566 

9 

2,721,563 

43 

157,295 

2.80 

1.68 

34>/2 

C  E  Loomis 

201,667 

152 

917,680 

22 

28,625 

2.42 

1.76 

28% 

J  L  McNealey 

83,000 

642 

546,000 

20 

26,310 

1.25 

0.50 

38 

W  C  Stone 

34,757 

733 

788,356 

46 

47,595 

3.15 

1.25 

52»/4 

AJSantryJr 

273,676 

50 

1,557,449 

18 

13.087 

4.98 

1.65 

44 

J  M  Kemper 

65,000 

699 

400,116 

24 

241,101 

2.95 

2.20t 

38%     . 

J  Ward 

171,490 

242 

913,217 

24 

24,613 

1.45 

0.60 

17% 

S  H  Casey# 

87,751 

618 

659,064 

19 

37,469 

0.41 

1.75 

0.13 

503/4 

J  V  Charyk 

107,243 

518 

1,080,950 

38 

60.323 

3.37 

1.60 

37 1/2 

0  M  Graham 

175,000 

225 

827,800 

29 

17,553 

0.98 

0.82 

50 

H  R  Roberts 

144,230 

339 

NA 

229,156 

2.30 

1.80 

263/4 

C  F  Luce 

150,000 

306 

1,719,345 

45 

/5.023 

2.14 

1.10 

421/2 

W  A  Buzick  Jr 

162,400 

264 

1,986,816 

29 

24.928 

1.39 

1.00 

303/4 

W  G  White 

156,760 

283 

595,004 

19 

89.913 

2.61 

1.79 

29% 

H  C  Johnson 

•      130,000 

397 

741,591 

19 

128.440 

2.95 

2.00 

35% 

A  H  Aymond 

153,466 

293 

972,327 

29 

8.803 

3.02 

1.60t 

26% 

R  T  Peraino 

78,500 

659 

750,000 

46 

145,644 

-0.54 

2.66 

1.53 

38% 

E  L  Hazard 

230,000 

100 

2,598,687 

40 

70,370 

0.23 

2.86 

2.00 

36^2 

N  H  Wentworth 

146,344 

334 

1.142,230 

27 

9,907 

0.75 

0.84 

19 1/4 

M  J  Wallace 

NA 

NA 

13 

318.971 

3.06 

1.50 

313/4 

J  G  McLean 

310,000 

28 

3,846,293 

52 

91.499 

1.40 

0.78 

251/4 

J  P  Maguire 

91,020 

590 

765,030 

21 

60,066 

0.06 

-0.34 

none 

50% 

W  C  Norris 

143,750 

341 

2,448,613 

64 

13.629 

1.91 

0.50 

•30 

R  B  Miner 

100,000 

548 

529,946 

13 

MA  Not  Avai 
tf  New  CEO 

able, 
in   1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1970 

Market      Net 
Assets  Revenues  Value     Profits 


Company  (and  month  fiscal  year  ended) 


Common 

Assets 

Revenues 

Market  Value 

Net  Profi 

($000) 

(.$000) 

($000) 

($000) 

572,781 

593,729 

1,228,236 

39,520 

983,438 

-    1,376,022 

810,390 

60,980 

553,949 

32,353 

38,409 

4,373 

597,207 

680,207 

86,685 

8,255 

6,032,451 

400,836 

362,212 

34,176 

454 
286 
469 
444 
32 


290 
109 

■ 

256 
399 


80 
141 


363 


214 
125 


250 


Corning  Glass  Works  (Dec) 
CPC  International  (Dec) 
CP  Financial  Corp  (Dec) 
Crane  (Dec) 
Crocker  National  Corp  (Dec) 


■ 

400 

■ 

■ 

Crowell-Cotlier  &  Macmillan  (Dec) 

415,504 

400,336 

175,409 

7,804 

■ 

387 

357 

320 

Crown  Cork  &  Seal  (Dec) 

Crown  Zellerbach  (Dec)                  ^m 

386,863 

414,161 

368,282 

25,858 

274 

181 

166 

200 

1         1,030,872 

955,288 

717,998 

41,905 

277 

307 

450 

380 

Crum  &  Forster  (Dec)                     -  ^S 

1         1,019,441 

540,084 

258,447 

20,738 

■ 

438 

■ 

■ 

Cudahy  (Oct) 

.             79,237 

362,294 

44,743 

6,437    • 

■ 

363 

■ 

386 

Cummins  Engine  (Dec) 

322,128 

448,544 

221,840 

20,415 

■ 

■ 

471 

306 

Cyprus  Mines  (Dec) 

295,217 

141,769 

244,240 

27,362 

■ 

262 

337 

239 

Dana  (Aug) 

434,179 

667,986 

398,239 

35,584 

■ 

474 

■ 

■ 

Daniel  International  Corp  (Sept) 

97,383 

334,449 

39,228 

4,483 

367 

247 

200 

67 

Dart  Industries  (Dec) 

738,883 

703,304 

654,701 

92,158 

■ 

495 

■ 

■ 

Dayco  (Oct) 

■ 

336 

■ 

■ 

Daytin  (Aug) 

391 

178 

311 

399 

Dayton  Hudson  (ian) 

465 

■ 

445 

359 

Dayton  Power  &  Light  (Dec) 

177 

140 

224 

182 

Deere  (Oct) 

479 

254 

401 

■ 

Del  Monte  (May) 

209,056 

320,400 

62,647 

6,569 

159,560 

496,000 

77,064 

6,135 

691,357 

969,287 

432,486 

18,970 

559,451 

180,672 

261,250 

22,352 

1,509,692 

1,137,695 

603,889 

45,995 

545,784 

681,492 

303,515 

14,361 

440,503 

110,861 

202,010 

17,296 

692,016 

622,129 

643,078 

44,527 

2,260,913 

134,630 

154,413 

18,914 

1,984,078 

529,258 

714,173 

56,546 

365,515 

505,046 

476,694 

34,606 

662,550 

555,839 

329,085 

31,151 

168,506 

365,606 

54,379 

3,195 

114,821 

135,408 

582,691 

14,400 

494,359 

552,517 

141,024 

-6,388 

■  ■  ■  443 

390  280  206  190 

99  ■  ■  401 

121  313  168  138 


Delmarva  Power  &  Lt  (Dec) 
Delta  Air  Lines  (June) 
Detroit  Bank  &  Trust  (Dec) 
Detroit  Edison  (Dec) 


■  331  284  244  Diamond  International  (Dec) 
405  302  385  274  Diamond  Shamrock  (Dec) 

■  434  ■  ■  Di  Giorgio  (Dec) 

■  ■  236  ■  Digital  Equipment  (June) 

■  304         ■  ■  Dillingham  Corporation  (Dec) 


395  ■           ■           ■  Discount  Corp  of  New  York  (Dec) 

■  ■  130  365  Walt  Disney  (Sept) 

■  493          ■           ■  Diversified  Industries  (Oct) 
393  ■           ■           ■  Dominiofl  Bankshares  (Dec) 

■  480  351  352  R  R  Donnelley  &  Sons  (Dec) 


685,971 
267,626 
162,842 
687,360 
287,100 


32,939 

167,103 

322,635 

40,391 

331,163 


76 

62 

38 

57 

Dow  Chemical  (Dec) 

■ 

■ 

242 

436 

Dow  Jones  (Dec) 

380 

222 

383 

214 

Dresser  Industries  (Oct) 

141 

414 

209 

161 

Duke  Power  (Dec) 

■ 

■ 

247 

351 

Dun  &  Bradstreet  (Dec) 

53 

24 

11 

13 

E 1  du  Pont  (Dec) 

2,779,802 
111,724 
710,405 

1,778,041 
201,997 

3,551,500 


1,911,105 
134,901 
789,137 
388,688 
305,174 

3,652,800 


17,750 

849,953 

53,964 

52,122 

373,531 


2,223,770 
565,934 
331,466 
641,817 
549,780 

6,284,230 


4,475 
21,759 
—729 

5,030 
22,938 


103,387 
17,453 
39,520 
51,178 
22,984 

328,700 


336 

■ 

354 

247 

Ouquesne  Light  (Dec) 

803,935 

167,000 

371,175 

34,399 

251 

177 

■ 

■ 

Eastern  Air  Lines  (Dec) 

1,128,559 

971,050 

180,320 

5,461 

\ 

■ 

■ 

377 

259 

Eastern  Gas  &  Fuel  Associates  (Dec) 

388,332 

288,555 

342,258 

32,671 

1 

68 

35 

5 

11 

Eastman  Kodak  (Dec) 

3,034,219 

2,784,643 

12,216,841 

403,661 

1 

337 

171 

212 

176 

Eaton  (Dec)" 

802,539 

997,434 

634,279 

47,264 

] 

■ 

■ 

448 

■ 

Jack  Eckerd  (Aug) 

72,930 

184,891 

259,376 

8,517 

■  Not 

on  500  list. 

\    Plus  stock. 

5)    Eaton:  Formerly  Ec 

ton  Yale  &  Towne. 

- 

All  per- 

share  data 

adjusted  to 

stock 

splits  and  dividends  through  May  15.  1971. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

His  Total 
Remunerations 

Ranked 
Among  737 

As  a  Grot 
Total 
Remuneration 

IP 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg(— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

77.223 

5.69 

3.25 

1763/4 

A  Houghton  Jr 

180,000 

205 

1,407,228 

30 

98,737 

2.56 

1.70 

34 

H  C  Harder 

189,311 

189 

1,584,581 

29 

4,373 

1.77 

l.OOt 

15V2 

H  F  Still  Jr 

75,000 

671 

383,109 

25 

30,714 

3.15 

1.60t 

335/8 

T  M  Evans 

150,000 

306 

720,552 

21 

43,511 

3.27 

1.60 

345/8 

E  G  Solomon 

160,698 

271 

1,798,996 

50 

15,450 

0.55 

none 

13 

R  C  Hagel 

182,500 

200 

1,865,836 

40 

41,847 

1.26 

none 

18V8 

J  F  Connelly 

50,000 

721 

619,000 

26 

93,840 

1.77 

1.60 

3oy8 

C  R  Dahl 

114,067 

484 

1,994,928 

45 

20,738 

3.53 

1.80 

46V2 

BP  Russell 

89,184 

613 

1,424,000 

28 

8,768 

0.34 

2.25 

nonet 

i8y8 

F  T  Barrett 

39,962 

729 

547,488 

20 

32,830 

3.20 

0.82 

351/2 

J 1  Miller 

125,000 

420 

2,137,690 

32 

38,313 

3.01 

0.80 

26% 

H  T  Mudd 

194,951 

172 

1,180,651 

26 

51,076 

2.60 

1.25 

291/4 

R  C  McPherson 

126,563 

412 

1,217,577 

21 

6,147 

1.83 

0.34 

161/4 

B  Mickel 

96,000 

572 

773,015 

17 

119,871 

2.94 

4.84 

0.30t 

36% 

J  Dart 

229,449 

103 

2,185,542 

28 

13,255 

0.03 

2.06 

1.14 

193/4 

R  B  Jacob 

88,750 

615 

1,378,756 

35 

9,568 

1.41 

0.24 

19 

A  Barness 

104,000 

534 

820,678 

16 

38.658 

1.16 

0.50 

27 

K  N  Dayton 

162,800 

262 

NA 

38,446 

2.15 

1.60 

25 

KGOxley# 

103,192 

536 

900,978 

34 

78,544 

3.12 

2.00 

41 

W  A  Hewitt 

222,691 

113 

2,398,864 

23 

28.055 

-0.29 

1.22 

1.10 

25y4 

A  W  Eames  Jr 

110,000 

502 

1,336,575 

42 

30,154 

1.48 

1.12 

19% 

A  T  Gardner 

85,000 

629 

347,991 

18 

114,407 

2.33 

0.45 

335/8 

C  H  Dolson 

140,000 

355 

1,698,000 

49 

20,344 

6.18 

2.24 

50  ys 

R  T  Perring# 

143,720 

342 

485,448 

29 

106,622 

1.88 

1.40 

221/2 

W  L  Cisier 

137,390 

372 

1,058,724 

33 

53.536 

2.95 

1.80 

405/8 

R  J  Walters 

193,380 

173 

1,266,506 

29 

66,198 

0.07 

1.56 

1.10 

22  y2 

J  A  Hughes 

123,333 

441 

1,197,000 

29 

7.336 

-0.08 

0.71 

0.60 

i2y4 

R  DiGiorgio 

120,000 

451 

640,400 

25 

16,276 

1.51 

none 

571/4 

K  H  Olsen 

90,000 

600 

414,748 

14 

12,878 

-0.11 

-0.62 

0.40 

iiy4  • 

LS  Dillingham 

211,200 

132 

1,700,216 

22 

4.475 

17.90 

3.75 

71 

C  Dunbar 

NA 

NA 

29,639 

1.92 

0.1 5t 

7oy4 

D  B  Tatum 

92,750 

583 

1,136,600 

25 

3,304 

-0.14 

-0.13 

0.36 

9 

B  Fixman 

124,600 

436 

594,218 

11 

5.030 

0.04 

2.45 

1.20t 

25y2 

EHOuld 

NA 

NA 

26 

38,669 

1.19 

0.44 

19% 

C  W  Lake 

134,198 

387 

2,014,111 

43 

311,131 

-0.96 

3.42 

2.60 

735/8 

H  D  Doan# 

247,235 

84 

1,838,752 

20 

22,653 

1.17 

1.00 

38 

W  F  Kerby 

170,000 

244 

961,202 

23 

67,756 

3.00 

1.40 

34 

J  V  James 

86,000 

625 

1,084,000 

26 

100,555 

1.57 

1.40 

24% 

W  B  McGuire 

90,000 

600 

1,229,877 

39 

26,128 

2.20 

1.43 

523/8 

H  B  Mitchell 

150,000 

306 

1,177,128 

29 

677,200 

6.76 

5.00 

133% 

C  B  McCoy 

270,000 

53 

2,713,865 

29 

52,179 

2.12 

1.66 

241/2 

J  M  Arthur 

75,000 

671 

447,876 

16 

88,797 

0.39 

none 

151/8 

F  D  Hall 

116,484 

476 

2,316,743 

76 

49,367 

1.03 

3.24 

nonet 

351/8 

E  Goldston 

147,500 

330 

1,011,847 

26 

547.600 

2.50 

1.28 

755/8 

L  K  Filers 

350,000 

17 

2,676,133 

27 

70.856 

2.54 

1.40 

.  351/2 

E  M  deWindt 

189,400 

188 

2,009,911 

39 

9,929 

1.14 

0.22 

35y8 

J  M  Eckerd 

50,000 

721 

313,760 

15 

NA  Not  Avai 
#  New  CEO 

able, 
in   1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  ProfiU 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

■ 

420 

■ 

Economics  Laboratory  (June) 

62,975 

118,110 

282,910 

7,401 

127 

185 

263 

223 

El  Paso  Natural  Gas  (Dec) 

1,911,249 

-.    926,597 

511,423 

37,523 

■ 

■ 

146 

■ 

Electronic  Data  Systems  (June) 

40,558 

46,575 

794,888 

7,214 

■ 

356 

■ 

377 

ELTRA  (Sept) 

302,817 

454,373 

209,242 

20,890 

■ 

269 

63 

148 

Emerson  Electric  (Sept) 

429,705 

657,018 

1,474,572 

54,605 

425 

97 

183 

234 

Engelhard  Minerals  &  Chemicals  (Dec) 

624,498 

1,473,656 

681,845 

36,327 

396 

■ 

■ 

■ 

Equitable  Trust  Baltimore  (Dec) 

684,371 

44,212 

64,050 

5,778 

■ 

292 

409 

342 

Essex  International  (Dec) 

402,024 

588,513 

298,100 

23,622 

431 

301 

476 

226 

Ethyl  (Dec)                                    ||||| 

621,020 

556,856 

236,974 

37,199 

■ 

303 

482 

■ 

Evans  Products  (Dec)                          ■■^ 

401,350 

553,189 

233,770 

11,390 

■ 

446 

■ 

489 

Ex-Cell-0  (Nov)                                          '           314,644 

356,962 

189,495 

15,325 

■ 

■ 

330 

462 

Max  Factor  (Dec) 

155,085 

187,511 

407,838 

16,500 

■ 

■ 

331 

481 

Fodders  (Aug) 

194,488 

295,812 

406,827 

15.561 

6 

155 

207 

■ 

Federal  National  Mortgage  Assoc  (Dec) 

15,965,316 

1,086,402 

642,535 

6,700 

241 

53 

51 

80 

Federated  Department  Stores  (Jan) 

1        1,165,770 

2,091,515 

1,684,656 

82,169 

163          ■ 

■ 

491 

Fidelity  Corp  Pennsylvania  (Dec) 

1,625,303 

113,273 

160,160 

15,200 

299          ■ 

■ 

■ 

Fidelity  Union  Bancorporation  (Dec) 

923,874 

54,491 

147,450 

13.788 

421          ■ 

■ 

■ 

Fifth  Third  Bank  (Dec) 

629,911 

39,582 

77,554 

7.086 

249          ■ 

■ 

■ 

Financial  Federation  (Dec) 

1,133,109 

74,261 

52,705 

—2.239 

170          ■ 

■ 

■ 

Financial  General  Bankshares  (Dec) 

1,563,306 

98,630 

49,485 

7,745 

108          47 

70 

65 

Firestone  Tire  &  Rubber  (Oct) 

2,097,074 

2,334,717 

1,373,543 

92.764 

388          ■ 

■ 

■ 

First  American  National  Bank  (Dec) 

695,430 

42,539 

57,000 

6,564 

293          ■ 

■ 

■ 

First  &  Merchants  (Dec) 

940,146 

60.962 

72,563 

7,156 

447          ■ 

■ 

■ 

First  at  Orlando  Corp  (Dec) 

586,175 

35,204 

108,974 

5,553 

389          ■ 

■ 

■ 

First  Banc  Group  of  Ohio  (Dec) 

694,025 

49,631 

101,371 

8,034 

44          ■ 

300 

206 

First  Bank  System  (Dec) 

4,406,229 

265.162 

446,154 

40,763 

182          ■ 

■ 

■ 

First  Boston  Corp  (Dec) 

1,472,117 

79.980 

87,552 

11,501     i 

73          ■ 

285 

305 

First  Charter  Financial  (Dec) 

2,872,597 

184,924 

473,977 

27,399 

21         398 

232 

168 

First  Chicago  Corp  (Dec) 

8,028,398 

400,995 

584,141 

49,546 

350          ■ 

■ 

■ 

First-Citizens  Bank  &  Trust  (Nc)  (Dec) 

772,861 

49,728 

40,000 

6,363 

209          ■ 

■ 

■ 

First  City  National  Bank  Houston  (Dec) 

1,315,046 

63,379 

131,750 

11,357 

229          ■ 

■ 

■ 

First  Empire  State  Corp  (Dec) 

1,219,095 

73,098 

57.783 

7,262 

424          ■ 

■ 

■ 

First  Hawaiian  Bank  (Dec) 

625,101 

44,675 

67.815 

5,753 

483          ■ 

■ 

■ 

First  Jersey  National  (Dec) 

542,044 

35.403 

37.769 

3,681 

378          ■ 

■ 

■ 

First  National  Bancorp  (Dec) 

712,022 

50,751 

49,137 

5,412    ( 

467          ■ 

■ 

■ 

First  National  Bank  Akron  (Dec) 

555,022 

31,811 

49.700 

5,455    ; 

385          ■ 

■ 

■ 

First  National  Bank  Birmingham  (Dec) 

703,605 

37,618 

71.500 

8.617 

305          ■ 

■ 

■ 

First  National  Bank  Cincinnati  (Dec) 

899,821 

49,547 

95.400 

10,219    i 

110          ■ 

■ 

432 

First  National  Bank  Dallas  (Dec) 

2,071,574 

109,029 

212.960 

17,605 

470          ■ 

■ 

■ 

First  National  Bank  Ft  Worth  (Dec) 

553.246 

29.233 

29,000 

4,000 

426          ■ 

■ 

■ 

First  National  Bank  Trustees-Louisville  (Dec) 

624,300 

37,443 

77,228 

7,489 

352          ■ 

■ 

■ 

First  National  Bank  Maryland  (Dec) 

770,350 

46,113 

78,613 

7,884 

118          ■ 

■ 

■ 

First  National  Bank  Oregon  (Dec) 

1,990,721 

119,983 

124.856 

14,152 

39         477 

345 

2C1 

First  National  Boston  Corp  (Dec)* 

4,732,712 

333,904 

382.500 

41,608 

485          ■ 

■ 

■ 

First  National  Charter  (Dec) 

538.112 

5,365 

54.838 

5,380 

3           76 

4/ 

33 

First  National  City  Corp  (Dec) 

25,835,455 

1,703,515 

1,867.584 

139,294 

303          ■ 

■ 

■ 

First  National  Holding  Co  Memphis  (Dec) 

910,240 

53,654 

75,000 

7,054 

— 

■  Not  on  SOO  list. 

1   Plus  sfock. 

6) 

First  National 

Boston  Corp:  Forn' 

>erly  First  National  Bank  Boston.             |l 

All  per-share  data 

adjusted  tor  stock  spli 

ts  and  dividends  through  May  15.  1971. 
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FORBES, 

MAY  15,  197  ■ 

A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

As  a  Group 

His  Total 
Remuneration! 

Ranked 
Among  737 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market       '  1 

Number 

($300) 

Cdt/Chg(— ) 

Earnings 

Dividend     Price  (Dec.  31)     1 

Chief  Executive 

($) 

Others 

($) 

In  Group 

9,333 

0.63 

0.24 

233/4 

E  B  Osborn 

86.763 

620 

875,229 

30 

129,679 

-0.29 

1.22 

1.00 

19% 

HBoyd 

151.300 

300 

1,345,986 

38 

8,417 

0.61 

none 

67 

H  R  Perot 

68.000 

691 

285,347 

9 

30,677 

2.70 

1.20 

27  Vs 

J  A  Keller 

161,000 

269 

744,526 

23 

70,792 

2.30 

1.04 

66 

W  R  Persons 

300,000 

34 

1,542,036 

28 

46,974 

1.30 

0.40 

261/2 

C  W  Engelhard# 

203,400 

146 

2,584,578 

42 

5,778 

4.51 

0.40t 

50 

J  A  Luetkemeyer 

71.464 

682 

449,384 

27 

35,212 

2.51 

1.20 

337/8 

W  F  Probst 

126.500 

413 

1,373,750 

25 

69,148 

0.16 

3.22 

0.84 

231/2 

F  D  Gottwald  Jr 

90.167 

598 

1,406,507 

41 

20,471 

1.90 

0.60t 

4iy2 

M  A  Orloff 

221,575 

116 

1,462,740 

22 

37,311 

1.82 

1.25 

22^2 

H  G  Bixby 

175,000 

225 

791,813 

20 

19,180 

1.60 

0.60t 

39% 

A  Firestein 

91.154 

588 

709,087 

21 

19,677 

1.57 

0.40 

38  V4 

S  Giordano  Sr 

271,854 

52 

859,892 

18 

6,700 

0.77 

0.96 

613/8 

A  0  Hunter 

59,500 

713 

537.553 

30 

112.612 

1.89 

1.00 

38% 

R  Lazarus 

185,500 

196 

3.888,706 

45 

18,152 

3.80 

2.00 

40 

H  C  Peterson 

172,419 

240 

572,578 

24 

14,612 

4.69 

2.20 

50 

C  M  Davis 

112,900 

491 

363,980 

15 

7,416 

3.11 

1.30 

34 

W  S  Rowe 

70,025 

686 

576,919 

39 

—2,239 

-0.67 

none 

15'/8 

E  L  Johnson 

106,233 

522 

490,632 

22 

7,745 

1.75 

0.24t 

IIV2 

W  L  Cobb 

105,609 

523 

357,776 

23 

182,859 

3.20 

1.60 

47% 

R  C  Firestone 

250.000 

69 

1,369,653 

21 

6,564 

3.28 

1.11 

281/2 

A  B  Enedict 

NA 

NA 

8,094 

3.64 

1.80 

371/2 

R  L  Gordon  Jr 

75,000 

671 

321,017 

29 

6,292 

1.17 

0.40t 

23 

W  H  Dial 

62,350 

704 

428,474 

20 

8,034 

2.66 

l.OOt 

33  V2 

J  McCoy 

144.500 

337 

305,700 

6 

44,753 

2.79 

1.10 

30^2 

D  R  Grangaard 

130,034 

396 

1,974,169 

51 

11,660 

7.01 

2.00 

57 

E  J  Pattberg  Jr 

220,008 

119 

5.951,921 

98 

28,121 

1.25 

nonet 

215/8 

S  M  Taper 

115,000 

481 

463,676 

20 

57,686 

—0.23 

4.99 

2.25 

59^8 

G  Freeman 

231.650 

98 

1,681,711 

40 

6.363 

—0.63 

63.48 

2.25 

400     . 

L  R  Holding 

49,200 

726 

275,160 

25 

11.357 

2.67 

1.21 

31 

J  A  Elkins  Jr 

NA 

NA 

8.342 

2.78 

1.43 

221/4 

C  R  Diebold 

128.000 

406 

502,304 

26 

6.618 

3.82 

2.15 

45 

J  D  Bellinger 

76,833 

665 

569,350 

30 

4.599 

2.42 

1.40 

243/4 

T  J  Stanton  Jr 

90,983 

591 

458,081 

23 

6.526 

3.64 

1.50 

33 

B  D  Alexander 

49.973 

724 

466,421 

25 

5.455 

0.02 

3.84 

1.25t 

35 

S  H  Brightman 

NA 

255,333 

92 

8.617 

3.59 

1.61 

293/4 

J  A  Hand 

NA 

NA 

10,219 

0.10 

2.84 

1.20 

261/2 

F  A  Dowd 

NA 

NA 

23 

17,605 

3.64 

1.40 

44 

R  H  Stewart  III 

NA 

NA 

4,680 

-0.54 

3.64 

1.09 

26% 

P  W  Mason 

50,000 

721 

1,996,726 

148 

7,489 

4.17 

1.50 

43 

H  M  Schwab 

NA 

NA 

7,884 

3.18 

1.20 

313/4 

ALMcCardell 

NA 

367,500 

22 

14,152 

2.66 

1.20 

23V2 

R  J  Voss 

NA 

NA 

43,519 

6.93 

2.93 

633/4 

R  C  Damon 

161,906 

265 

1,545,270 

50 

5.772 

5.25 

1.50 

531/2 

B  S  Heddens  Jr 

55,792 

715 

233.865 

14 

155.515 

2.57 

1.23 

341/4 

W  B  Wriston 

257,820 

62 

2,279,032 

42 

8,524 

2.35 

0.78 

25 

A  B  Morgan 

80,000 

654 

2,847,318 

247 

NA  Not  Aval 

able. 

#   New  CEO 

In  1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

- 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

.       ,          ■-;^,i,v.-.,-                                            .-!-.-.- 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

^($000) 

($000) 

($000) 

262 

■ 

■ 

First  National  Holding  Corp  Atlanta  (Dec) 

1,067,384 

73,328 

66,729 

6,419 

238 

■ 

■ 

First  National  State  Bancorp  N  i  (Dec) 

1,186,699 

60,143 

106,191 

10,766 

■ 

225 

■ 

■ 

First  National  Stores  (Mar) 

133,478 

770,780 

61,248 

4,462 

415 

■ 

■ 

First  Oklahoma  Bancorp  Okia  (Dec) 

636,538 

34,984 

57,953 

7,258 

60 

371 

286 

First  Pennsylvania  Corp  (Dec) 

3,287,717 

238,473 

352,353 

29,570 

250 

■ 

■ 

First  Security  Corp  Salt  Lake  City  (Dec) 

1,130,345 

76,894 

95,807 

12,200 

496 

■ 

■ 

First  Tulsa  Bancorp  (Dec) 

528,549 

27,960 

60,192 

5,851 

230 

■ 

■ 

First  Union  Inc  St  Louis  Mo  (Dec) 

1,205,481 

67,717 

98,281 

10,941 

233 

■ 

■ 

First  Union  National  Bancorp  N  C  (Dec) 

1,199,967 

94,784 

140,120 

9,841 

485 

■ 

■ 

First  Virginia  Bankshares  (Dec) 

539,592 

40,270 

55,078 

5,676 

100 

■ 

451 

First  Wisconsin  Bankshares  (Dec) 

2,220,042 

134,763 

143,201 

16,597 

■ 

395 

■ 

■ 

Fisher  Foods  (Dec) 

109,148 

401,517 

67,397 

5,322 

■ 

239 

■ 

■ 

Fleming  (Dec) 

70,875 

723,875 

56,329 

4,640 

■ 

449 

■ 

■ 

Flintkote  (Dec) 

321,262 

354,826 

160,461 

10,133 

399 

■ 

255 

272 

Florida  Power  (Dec) 

676,626 

158,145 

528,385 

31,294 

183 

385 

95 

130 

Florida  Power  &  Light  (Dec) 

1,458,051 

416,052 

1,056,675 

59,226 

■ 

326 

■ 

■ 

Fluor  (Oct) 

261.987 

513,438 

180,320 

14,713 

272 

113 

158 

133 

FMC  (Dec) 

1,031,760 

1,330,494 

741,390 

58,803  ^ 

■ 

71 

■ 

■ 

Food  Fair  Stores  (July) 

363,472 

1.762,005 

130,734 

10,636  \ 

15 

4 

12 

7 

Ford  Motor  (Dec) 

9,849,400 

14,979,900 

6,069,769 

515,700  1 

411 

77 

434 

288 

Foremost-McKesson  (Mar) 

645,845 

1,691,609 

270,986 

29,203 

448 

■ 

■ 

■ 

Fort  Worth  National  Bank  (Dec) 

585,007 

36,759 

35,476 

5,166 

■ 

411 

■ 

■ 

Foster  Wheeler  (Dec) 

211,352 

390,583 

50,963 

4,882 

226 

■ 

386 

325 

Franklin  Life  Insurance  (Dec) 

1,229,435 

232,860 

328,250 

25,349 

55 

■ 
■ 

■ 
433 

364 

475 

Franklin  New  York  Corp  (Dec) 

3,454,144 

216,991 

184,546 

21,767 

■ 

Freeport  Minerals  Company  (Dec)^ 

279,309 

136,558 

271,163 

15,881 

487 

360 

422 

429 

Fruehauf  (Dec) 

537,348 

450,121 

280,259 

17,758 

481 

■ 

■ 

■ 

Fulton  National  (Dec) 

545,046 

34,269 

25,300 

3,487 

■ 

487 

■ 

■ 

Fuqua  Industries  (Dec) 

269,562 

327,837 

88,682 

9,8801 

150 

362 

■ 

444 

GAC  Corp  (Dec)" 

1,722,817 

448,979 

162,702 

17,241  i 

464 

286 

■ 

■ 

6AF  Corp  (Dec) 

560,187 

598,706 

169,988 

14,694 

351 

114 

■ 

498 

Gamble-Skogmo  (Jan) 

771,896 

1,312,597 

139,000 

15,066 

■ 

■ 

472 

■ 

Gannett  (Dec) 

160,364 

157,447 

241,910 

11,451 

■ 

■ 

408 

348 

Gardner-Denver  (Dec) 

177,741 

193,943 

299,623 

23,258 

■ 

■ 

■ 

404 

General  American  Oil  of  Texas  (June) 

213,065 

49,304 

215,245 

18,785 

343 

483 

274 

252 

General  American  Transportation  (Dec) 

789,349 

329,938 

502,904 

33,904. 

■ 

416 

421 

482 

General  Cable  (Dec) 

267,656 

386,628 

281,329 

15,560l 

■ 

■ 

446 

445 

General  Development  (Dec) 

300,717 

120,469 

260,334 

17,149 

256 

50 

■ 

■ 

General  Dynamics  (Dec) 

1,096,398 

2,223,643 

201,558 

-6,506 

31 

6 

8 

14 

General  Electric  (Dec) 

6,198,506 

8,726,738 

8,525,164 

328,480 

199 

55 

40 

59 

General  Foods  (Mar) 

1,360,996 

2,045,355 

2,175,863 

99,308 

403 

164 

214 

309 

General  Mills  (May) 

665,639 

1,021,747 

621,628 

27,066 

7 

1 

3 

5 

General  Motors  (Dec) 

14.058,011 

18,752,354 

23,027,589 

619,08? 

107 

384 

184 

158 

General  Public  Utilities  (Dec) 

2,134,115 

416,789 

681,515 

51,816 

449 

■ 

282 

376 

General  Reinsurance  (Dec) 

579,570 

261,819 

479,160 

20,952 

23 

26 

2b 

18 

General  Telephone  &  Electronics  (Dec) 

7,739,272 

3,439,219 

3,269,204 

208,20^  C 

323 

175 

332 

204 

General  Tire  &  Rubber  (Nov) 

844,738 

981,092 

404,669 

41'^^'B 

■  Not  on  500  list. 

t   Plus  St 

ock.     tt   F 

■Igures  include  unconsolidated  subsidiaries. 

■s. 

All  pers 

hare  data  a 

diusled 

or  stock  s 

Dhts  and  dividends  through  May  15,  1971. 
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FORBES,  MAY  15,  1 


A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

As  a  Group 

^ 

His  Total 
Remunerationi: 

Ranked 
Among  737 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg(— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

9,310 

4.15 

2.00 

43  Va 

E  D  Smith 

86,300 

622 

429,320 

33 

11,791 

4.13 

1.80 

40V2 

W  P  Stillman 

95,000 

577 

365,250 

27 

11,231 

1.24 

3.00 

1.00 

43  V2 

H  J  Coan 

100,000 

548 

499,663 

18 

7,846 

0.90 

0.16t 

7V2 

C  A  Vose 

45,700 

727 

187,119 

14 

32,060 

2.46 

0.98t 

29y8 

J  R  Bunting 

113,217 

490 

798,574 

24 

13,987 

4.47 

1.70 

37^4 

G  S  Eccles 

76,153 

670 

477,103 

34 

6,405 

3.50 

1.26 

36 

F  G  McClintock 

61.700 

708 

305,700 

37 

12,055 

5.17 

2.20 

46^4 

D  R  Calhoun 

67,550 

694 

530,823 

20 

11,720 

2.73 

1.19 

38y4 

C  C  Cameron 

87,000 

619 

433,384 

30 

6,424 

0.78 

0.38 

7% 

R  A  Beeton 

81,319 

648 

640,081 

32 

18,813 

3.94 

1.50 

33y4 

G  F  Kastan 

113,789 

486 

971,480 

63 

9,797 

0.97 

0.20 

12% 

J  Fazio 

77,000 

663 

551,000 

12 

7,143 

0.93 

0.50 

11V4 

R  D  Harrison 

105,000 

529 

595,667 

16 

27,790 

1.46 

1.00 

28y8 

G  J  Pecaro 

120,272 

449 

692,123 

21 

49,610 

3.08 

1.62 

55 

A  P  Perez 

86,250 

623 

451,649 

21 

101,554 

3.95 

2.03 

72% 

R  C  Fullerton 

100,000 

548 

937,916 

33 

29,702 

1.70 

nonet 

24V2 

J  R  Fluor 

249,753 

82 

2,232,637 

38 

101,768 

1.76 

0.85 

23% 

J  M  Pope 

174,000 

238 

1,991,307 

37 

24,803 

0.02 

1.45 

0.90 

18 

L  Stein 

160,000 

273 

1,276,000 

19 

1,339,200 

4.77 

2.40 

56 '/4 

H  Ford  II 

500,000 

2 

8,927,184 

54 

38,574 

2.00 

0.80 

21  Vi 

R  J  Drews 

200,000 

155 

1,295,854 

24 

5,166 

4.08 

1.32 

28 

L  H  Bond 

NA 

NA 

9,924 

-0.17 

1.55 

0.80 

i8y4 

E  F  Wentworth  Jr 

111,379 

498 

930,360 

27 

25,349 

1.21 

0.45 

i5y8 

G  E  Hatmaker 

85,000 

629 

747,461 

24 

24,431 

4.31 

1.58 

401/4 

H  V  Gleason 

132,500 

394 

1,552,846 

35 

30,160 

1.02 

1.00 

171/2 

T  R  Vaughan 

128,000 

406 

1,475,086 

42 

47.769 

2.03 

1.70 

32  Vg 

W  E  Grace 

306,606 

30 

1,865,014 

31 

3,487 

3.17 

0.84 

23 

G  Jones 

77,707 

661 

372,144 

24 

20,833 

-0.11 

1.37 

nonet 

131/2 

J  B  Fuqua 

200,000 

155 

912,653 

22 

17,241 

1.62 

1.50 

23 

S  H  Wills 

137,342 

373 

1,154,341 

39 

35.617 

0.46 

0.80 

0.40 

12^2 

J  Werner 

185,000 

197 

1,166,266 

35 

27.558 

3.08 

1.30 

34y4 

B  C  Gamble 

145,000 

335 

1,324,723 

27 

15.626 

1.61 

0.48 

34 

P  Miller 

199,820 

167 

846,886 

14 

27.733 

2.86 

1.30 

36y4 

C  H  Rieman 

142,558 

346 

892,483 

20 

32,073 

3.34 

0.60t 

38  ys 

W  P  Barnes 

60,885 

710 

758,579 

36 

62,216 

2.83 

1.60 

431/2 

T  M  Thompson 

152,400 

296 

1,155,992 

25 

22,959 

1.15 

0.80 

2oy4 

A  L  Fergenson 

115,000 

481 

972,432 

27 

19,049 

1.74 

nonet 

27 

C  H  Kellstadt 

250,000 

69 

1,076,837 

27 

41.842 

-0.62 

0.50 

191/8 

D  S  Lewis 

180,000 

205 

1,493,737 

36 

1663.163 

3.63 

2.60 

93% 

F  J  Borch 

242,509 

87 

8,443,454 

114 

141,518 

-0.23 

2.00 

1.30 

43  y4 

C  W  Cook 

265,752 

55 

2,601,146 

45 

52,674 

-0.63 

1.25 

0.88 

32  y4 

J  P  McFarland 

254,460 

65 

2,089,901 

30 

107,875 

2.09 

3.40 

80 1/2 

J  M  Roche 

250,000 

69 

5,158,961 

60 

1104,110 

1.83 

1.60 

22% 

W  G  Kuhns 

161,181 

268 

406,818 

14 

'  20,952 

7.70 

0.56 

176 

J  A  Cathcart  Jr 

113,369 

488 

2,450,294 

NA 

'563,050 

-0.09 

1.93 

1.52 

301/2 

L  H  Warner 

250,000 

69 

1,640,126 

24 

76,628 

0.17 

2.19 

l.OOt 

215/8 

M  G  O'Neil 

125.000 

420 

1,209,387 

17 

>  Not  Ava; 

able. 

New  CEO 

in  1771. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

. 

a           Assets 

Revenues 

Common 
Market  Value 

' 

Market 

Net    '" 

■■.-':■;■■•■■■  .y-vm*'si:w:y^  v,,  ■  ■,:■•  ;■:.;■■■-■.>■■: -<^'.:«;s^. 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

446 

121 

392 

360 

Genesco  (July) 

587,569 

1,250,675 

318,493 

22,127 

■ 

470 

427 

■ 

Genuine  Parts  (Dec) 

118,150 

•    340,036 

279,705 

13,291 

153 

133 

30 

85 

Georgia-Pacific  (Dec) 

1,705,980 

1,199,430 

2,753,882 

79,220 

■ 

■ 

379 

484 

Gerber  Products  (Mar) 

124,171 

217,171 

338,021 

15,502 

124 

127 

71 

54 

Getty  Oil  (Dec) 

1,946,303 

1,221,170 

1,313,622 

111,146 

■ 

371 

■ 

■ 

Giant  Food  (Apr) 

89,998 

435,448 

54,926 

6,190 

329 

■ 

■ 

■ 

Gibraltar  Financial  California  (Dec) 

825,230 

55,836 

59,996 

3,578 

■ 

260 

67 

109 

Gillette  (Dec) 

506,064 

672,669 

1,440,907 

66,075 

■ 

241 

397 

■ 

Gimbel  Brothers  (Jan) 

474,180 

718,464 

309,006 

13,246 

93 

■ 

■ 

472 

Girard  (Dec) 

2,522,465 

118,289 

140,215 

16,051 

211 

132 

334 

476 

B  F  Goodrich  (Dec) 

1,303,991 

1,204,754 

402,625 

15,869 

70 

28 

37 

37 

Goodyear  Tire  &  Rubber  (Dec) 

2,955,301 

3,194,554 

2,303,304 

129,210 

■ 

471 

■ 

488 

Gould  Inc  (June) 

286,944 

339,980 

149,940 

15,337 

■ 

472 

341 

■ 

Government  Employees  Insurance  (Dec) 

412,109 

338,169 

392,201 

14,463 

167 

61 

204 

281 

W  R  Gtace  (Dec) 

1,575,168 

1,917,559 

648,563 

30,243 

■ 

149 

■ 

492 

Grand  Union  (Feb) 

225,440 

1,113,374 

173,691 

15,196 

333 

120 

203 

213 

W  T  Grant  (Jan) 

807,628 

1,254,131 

651,692 

39,577 

290 

12 

185 

151 

Great  Atlantic  &  Pacific  Tea  (Feb) 

957,073 

5,753,692 

680,926 

53,302 

■ 

448 

■ 

463 

Great  Northern  Nekoosa  (Dec) 

435,174 

355,291 

202,319 

16,480 

54 

■ 

353 

■ 

Great  Western  Financial  (Dec)" 

3,457,722 

230,611 

372,375 

6,360 

232 

37 

213 

143 

Greyhound  (Dec)^ 

1,201,685 

2,739,962 

629,939 

55,460 

■ 

172 

■ 

388 

Grumman  (Dec) 

386,827 

993,261 

139,520 

20,272 

104 

81 

413 

189 

Gulf  &  Western  Industries  (July) 

2,154,463 

1,629,562 

289,928 

44,771 

442 

■ 

■ 

449 

Gulf  Life  Holding  (Dec)'' 

605,000 

184,566 

163,455 

17,069 

18 

13 

10 

6 

Gulf  Oil  (Dec) 

8,672,298 

5,396,182 

6,720,921 

550.366 

302 

■ 

228 

217 

Gulf  States  Utilities  (Dec) 

917,771 

194,602 

594,562 

38,998 

428 

157 

139 

179 

Halliburton  (Dec) 

622,999 

1,057,303 

819,280 

46,326 

488 

■ 

■ 

■ 

Hamilton  Bancshares  (Dec)*° 

536,530 

30,499 

33,024 

3,951 

■ 

452 

■ 

■ 

Hammermill  Paper  (Dec) 

353,810 

352,413 

134,820 

9,364 

■ 

■ 

290 

297 

Hanna  Mining  (Dec) 

300,161 

203,442 

461,629 

28,089 

115 

■ 

■ 

405 

Harris  Trust  &  Savings  Bank  (Dec) 

2,028,923 

145,423 

177,500 

18,671 

■ 

422 

375 

382 

Harris-lntertype  (June) 

330,190 

379,597 

349,306 

20,670 

■ 

■ 

■ 

474 

Harsco  (Dec)                                -.    ,• 

J           220,344 

270,525 

142,408 

15,882 

■ 

437 

491 

■ 

Hart  Schaffner  &  Marx  (Nov)            Hi 

^           244,318 

363,406 

229,007 

11,370 

223 

■ 

■  ^ 

■ 

Hartford  National  (Dec) 

1,234,431 

71,546 

91,104 

9,812 

■ 

457 

■ 

■ 

Havatampa  Cigar  (Dec) 

54,096 

349.690 

22,872 

3,238 

401 

194 

276 

262 

H  J  Heinz  (Apr) 

669,542 

881,171 

499,879 

32,571 

284 

■ 

484 

425 

Walter  E  Heller  (Dec) 

990,270 

125,237 

232,829 

17,862 

326 

216 

134 

167 

Hercules  (Dec) 

829,758 

798,608 

840,906 

49,572 

■ 

458 

399 

403 

Hershey  Foods  (Dec) 

218,961 

349,636 

306,748 

18,858 

■ 

467 

271 

438 

Heublein  (June) 

238,690 

344,709 

505,586 

17,446 

■ 

461 

153 

349 

Hewlett-Packard  (Oct) 

266,305 

347,322 

769,470 

23,103 

■ 

■ 

404 

494 

Hilton  Hotels  (Dec) 

381,299 

236,773 

301,887 

15.162 

■ 

■ 

485 

■ 

Hobart  Manufacturing  (Dec) 

175,224 

212,022 

231,990 

11,389 

398 

284 

102 

224 

Holiday  Inns  (Dec) 

677,458 

604,556 

1,015,130 

37,512 

116 

60 

66 

122 

Honeywell  (Dec) 

2,018,078 

1,921,194 

1,442,208 

61,650 

■ 

464 

449 

426 

Hoover  (Dec) 

275,522 

346,686 

258,854 

17,860 

■   Not  on  500  list. 

t  Plus  stock,     tt   Figures  include  unconsolidated  subsidiaries. 

8)   Great  Western 

Financial:  All  1970  f 

gures  include  LFC  Financial            K 

All  per-s 

hare  data  a 

djusted  f 

or  stock  spli 

s  and  dividends  through  May  15.   1971. 

acquired  on  Dec.  22,  1970. 

■ 

9)   Greyhound:  All 

1970  tigures  include 

Armour  consolidated  d 

uring  year  ■ 

10)    Hamilton  Bancs 

bares:  Hamilton  Nat 

lonal  Bank  Chattanoog< 

1 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

As  a  Group 

His  Total 
Remuneration^ 

Ranked 
Among  737 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg(— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

34.028 

-0.21 

1.65 

1.68 

283/4 

F  M  Jarman 

151,000 

302 

2,259,827 

57 

14,935 

1.73 

0.73 

36  V4 

W  Looney 

123,958 

439 

1,515,961 

36 

169,750 

1.56 

0.80t 

57  Vs 

R  B  Pamplin 

187,000 

193 

1,732,071 

33 

18,505 

1.87 

1.20 

40% 

D  F  Gerber 

100,162 

546 

879,331 

24 

227.140 

0.48 

5.68 

1.06 

69 

J  P  Getty 

208,333 

138 

1,084,639 

21 

10.615 

2.15 

0.55 

18% 

J  B  Danzanslty 

67,600 

693 

1,159,739 

23 

4.109 

1.40 

none 

231/2 

H  J  Young 

90,300 

597 

276,700 

9 

81.363 

2.26 

1.40 

491/4 

V  C  Ziegier 

218,750 

125 

1,974,500 

39 

22,957 

1.56 

1.00 

363/8 

B  A  Gimbel 

120,000 

451 

1,170,000 

18 

17,719 

6.27 

3.00 

54% 

S  S  Gardner 

100,000 

548 

546,233 

23 

70.831 

0.24 

1.09 

1.54 

27% 

J W  Keener 

200,000 

155 

1,266,627 

24 

250.872 

1.78 

0.85 

31% 

R  De  Young 

275,276 

46 

2,013,179 

31 

22,665 

3.16 

1.40 

305/8 

WTYIvisaker 

121,202 

446 

1,454,300 

40 

14.463 

1.85 

l.lSt 

501/4 

D  L  Kreeger 

62,165 

705 

1,098,463 

56 

88,080 

-0  84 

1.12 

1.50 

281/8 

J  P  Grace 

285,000 

43 

2,692,885 

49 

25,834 

2.30 

0.80 

27 

C  G  Rodman 

150,292 

305 

735,096 

22 

49.196 

2.87 

1.50 

47  Vs 

E  Staley 

NA 

2,598,560 

38 

103.766 

2.15 

1.30 

27% 

MWAIIdredge# 

154,005 

290 

1,024,007 

18 

38,567 

3.42 

1.60 

431/2 

P  S  Paine 

120,000 

451 

545,000 

15 

8,828 

-0.10 

0.43 

none 

25 

S  Davis 

90,000 

600 

1,068,962 

35 

94,592 

1.40 

1.00 

161/8 

G  H  Trautman 

191,475 

179 

1,555,450 

32 

43.912 

2.90 

1.00 

20 

E  C  Tow! 

150,000 

306 

660,651 

17 

87,540 

-0.26 

2.00 

0.45 

19^8 

C  G  Bluhdorn 

251,933 

67 

3,071,909 

43 

17,069 

3.12 

3.33 

0.40 

31% 

E  G  Fitts 

100,000 

548 

509,706 

16 

1,071,894 

2.65 

1.50 

32% 

E  D  Brockett 

250,000 

69 

NA 

57 

64,935 

1.49 

0.98 

251/4 

F  R  Smith 

54,125 

719 

369,889 

19 

89,001 

2.69 

1.05 

471/2 

LBMeaders 

125,050 

419 

1,052,314 

25 

4.802 

2.88 

0.69 

24 

JEWhitaker 

67,460 

696 

495,058 

27 

22.298 

0.03 

1.56 

1.00 

23V2 

J  H  DeVitt 

120,000 

451 

770,000 

20 

35,254 

3.20 

1.30 

521/4  ' 

W  A  Marting 

329,000 
234,358 

23 
95 

1,485,865 
1,589,805 

24 

21,058 

5.98 

1.76 

56% 

K  V  Zwiener* 

34 

26,875 

3.26 

1.00 

55% 

R  B  Tullis 

160,848 

270 

1,113,994 

20 

32,929 

2.03 

1.00 

181/8 

J  T  Simpson 

112,500 

493 

484,217 

14 

16.705 

1.30 

0.80 

26% 

J  D  Gray 

130,000 

397 

947,000 

23 

10,990 

3.45 

1.80 

32 

D  C  Hewitt 

85,000 

629 

NA 

4.802 

1.15 

0.36 

8% 

D  H  Woodbery 

15,058 

737 

282,000 

15 

50,038 

2.41 

0.94 

341/4 

R  B  Gookin 

262,060 

58 

1,472,551 

20 

17,862 

0.12 

1.72 

0.60 

245/8 

N  B  Schreiber# 

130,000 

397 

888,583 

13 

103,155 

2.51 

1.20 

425/8 

W  C  Brown 

154,426 

289 

1,824,987 

21 

24,372 

1.41 

1.10 

26 

H  S  Mohler 

119,255 

467 

544,202 

11 

25,114 

1.45 

0.80 

46 

S  D  Watson 

234,185 

96 
437 

2,123,461 
990,181 

38 

36,811 

0.90 

0.20 

30 

WR  Hewlett 

124,277 

27 

34,257 

1.94 

1.00 

4OV2 

B  Hilton 

100,800 

541 

1,204,858 

35 

14,636 

2.03 

1.20 

411/4 

D  B  Meeker 

87,800 

617 

591,611 

15 

75,432 

0.02 

1.32 

0.22 

38V2 

K  Wilson 

115,188 

479 

1,538,223 

51 

260,150 

0.24 

3.58 

1.30 

.   83 

J  H  Binger 

180,000 

205 

1,426,368 

27 

27,190 

2.71 

1.40 

391/4 

F  N  Mansager 

226,865 

107 

1,060,249 

18 

NA  Not  Aval 

able. 

#  New  CEO 

In  1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1970 


Market 
Assets  Revenues   Value 


Profits        Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($dQO) 


Common 

Market  Value 

($000) 


Net  Profits 
($000) 


85 
289 

■ 

308 


456 

■ 

217 
334 


179 
82 

■ 

201 


248 
68 


456 

■ 
■ 

230 


131 
388 

■ 


■ 

112 
114 

453 

■ 


■  George  A  Hormel  (Oct) 

75  Household  Finance  (Dec)'' 

1 50  Houston  Lighting  &  Power  (Dec) 

466  Houston  Natural  Gas  (iuly) 

■  Huntington  Bancshares  (Dec) 


129,416 
2,630,127 
963,818 
426,221 
891,665 


695,768 

"t,791,969 

282,752 

201,211 

54,822 


94,010 
959,157 
929,061 
257,555 

75,330 


500 
418 
244 


458 
235 
199 


Hygrade  Food  Products  (Oct) 
Idaho  First  National  Bank  (Dec) 
Idaho  Power  (Dec) 
Illinois  Central  Industries  (Dec) 
Illinois  Power  (Dec) 


58,308 

570,282 

431,797 

1,267,212 

804,893 


350,556 

36,321 

74,735 

753,810 

230,433 


17,449 

57,519 

222,750 

283,530 

563,980 


117 


99 


470 


Imperial  Corp  of  America  (Dec) 
INA  (Dec) 
Indian  Head  (Nov) 
Indiana  National  Corp  (Dec) 
Indianapolis  Power  &  Light  (Dec) 


1,499,947 
2,665,455 

269,184 
1,339,370 

374,995 


97,433 

1,209,121 

413,582 

70,548 

105,184 


134,555 
878,047 
110,578 
81,796 
182,848 


9,933 
84,994 
53,851 
16,218 

8,019 


3,703 

6,646 

16,763 

36,284 

42,022 


9,050 
68,978 
12,204 

10,094 
16,098 


285         ■  ■  ■  Industrial  National  Corp  (Dec)" 

498         ■  ■  ■  Industrial  Valley  Bank  &  Trust  (Dec) 

369  226  186  113  Ingersoll-Rand  (Dec) 

198  135  266  178  Inland  Steel  (Dec) 

■           ■  ■  427  Inspiration  Consolidated  Copper  (Dec) 


985,326 

527,255 

735,874 

1,362,969 

78,488 


67,716 

36,804 

765,818 

1,195,088 

88,828 


88,549 

42,021 

677,913 

510,101 

116,138 


8,695 

4,003 

65,469 

46,739 

17,843 


19 

■ 

101 


162 
457 


371 
484 


223 
482 


40 


195 


408 


340 


405  304  Interco(Nov)  416,067  777,886  301,198  27,569 

■  ■  Interlake  Inc  (Dec)'^  339,999  329,954  107,543  10,666 

1  3  International  Business  Machines  (Dec)  8,539,047  7,503,960  36,410,019  1,017,521 

156  496  International  Flavors  &  Fragrances  (Dec)  106,673  102,725  754,338  15,114 

157  156  International  Harvester  (Oct)  2,217,571  2,711,535  751,548  52,432 


494  328          ■  ■  International  Minerals  &  Chemical  (June)  529,203  505,932  150,948  4,503 

■  420          ■  ■  International  Multifoods  (Feb)  180,017  382,238  60,596  6,558 

114  63          57  194  International  Paper  (Dec)  2,046,516  1,840,832  1,562,774  42,877 

16  7          23  12  International  Telephone  &  Telegraph  (Dec)' ♦  9,001,580  7,610,821  3,433,388  353,307 

219  200  370  245  International  Utilities  (Dec)  1,247,495  867,112  352,544  34,497 


■  250  ■           ■  Interstate  Stores  (Jan) 

152          ■  ■  295  Investors  Diversified  Services  (Dec) 

■  243  500          ■  Iowa  Beef  Processors  (Oct) 
189  489  389  251  Jefferson  Pilot  (Dec) 

■  82  343  339  Jewel  Companies  (Jan) 


286,723 
1,712,813 

130,335 
1,409,676 

486,059 


685,000 
229,928 
716,344 
325,356 
1,628,496 


75,048 
161,690 

61,472 
326,755 
385,761 


478 
192 
388 


162 
346 


Joy  Manufacturing  (Sept) 

Kaiser  Aluminum  &  Chemical  (Dec) 

Kaiser  Industries  (Dec) 


225,112 

1,625,934 

569,708 


273,402 
880,934 
313,241 


236,060 
666,435 
326,887 


481 


438 


392 

■ 

406 
465 

■ 

490 


Kaiser  Steel  (Dec) 
Kansas  City  Life  Insurance  (Dec) 
Kansas  City  Power  &  Light  (Dec) 
Kansas  Power  &  Light  (Dec) 
Kaufman  &  Broad  (Nov) 
Kayser-Roth  (June) 


734,164 
540.855 
477,491 
291,770 
157,016 
346,531 


393,181 
75,949 

121,706 
96.004 

152,347 

489,683 


234,099 
91,800 
201,539 
163,175 
266,979 
140,208 


■  Not  on  500  list,     f  Plus  stock,     ft  Figures  Include  unconsolidated  subsidiaries. 
All  per-share  data  adjusted  'or  stock  splits  and  dividends  throuqh  May  15.   1971 . 


11)  Industrial  National  Corp:  Formerly  Industrial  Bancorp. 

12)  Interlake  Inc:  Formerly  Interlake  Steel. 


1,400 

28,240 

577 

34,034 

23,962 


354 

257 

324 

367 

Jim  Walter  (Aug) 

768,152 

679,609 

414,392 

21,584 

497 

296 

188 

256 

Johns-Manville  (Dec) 

528,518 

578,157 

670,316 

33,428      : 

384 

169 

27 

78 

Johnson  &  Johnson  (Dec) 

706,583 

1,002,035 

3,178,149 

83,656 

13,212 
50,761 
23,275 


19,656 
7,235 

18,616 

16,276 
6,580 

15,308 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

As  a  Group 

His  Total 
Remuneration^ 

Ranked 
Among  737 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

(S300) 

Cdt/Chg(— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

14,851 

4.17 

1.40 

391/2 

MB  Thompson 

182,229 

201 

1,135,284 

29 

122,178 

2.97 

1.13 

42% 

H  E  MacDonald 

248,270 

83 

2,334,189 

48 

81,611 

2.56 

1.20 

45% 

P  H  Robinson 

109,500 

507 

620,496 

26 

31.721 

2.71 

0.80 

49% 

R  R  Herring 

85,000 

629 

568,000 

20 

8.980 

4.31 

1.60 

4OV2 

C  E  Fultz 

81,675 

646 

534,326 

26 

4.886 

2.17 

3.58 

none 

223/4 

R  T  Berg 

66,769 

697 

653,622 

24 

7,817 

3.46 

0.91 

30 

W  E  Irvin 

NA 

NA 

23,805 

2.41 

1.60 

333/4 

T  E  Roach 

NA 

338,012 

20 

72,469 

2.56 

1.14 

30 

W  B  Johnson 

167,940 

250 

1,010,553 

29 

67,689 

2.89 

2.05 

403/4 

WJKelley 

75,000 

671 

460,312 

17 

10,130 

0.91 

none 

13>/2 

J  H  McDonald 

104,167 

533 

392,967 

18 

68,978 

0.23 

2.92 

1.40 

37 

JTGurash 

140,000 

355 

960,154 

22 

23,856 

2.55 

0.65 

26 

J  E  Robison 

127,630 

409 

1,611,051 

16 

10,855 

6.40 

2.15 

52 

J  K  Mahrdt 

90,000 

600 

456,700 

18 

29,410 

2.04 

1.50 

27^4 

0  T  Fitzwater 

68,333 

689 

605,917 

25 

9,788 

1.82 

0.88 

im 

J  Simmen 

111,896 

496 

428,118 

18 

5,060 

-0.40 

2.07 

1.40t 

213/4 

R  W  Havens 

123,750 

440 

733,726 

36 

91,471 

3.87 

2.00 

45y8 

W  L  Wearly 

187,050 

192 

1,703,939 

24 

109,240 

-0.30 

2.38 

2.00 

273/4 

P  D  Block  Jr 

196,900 

170 

1,650,328 

20 

22.160 

7.41 

3.25 

48 '/4 

H  M  Jacob 

154,000 

291 

355,667 

10 

36.507 

2.85 

1.10 

403/8 

M  R  Chambers 

100,000 

548 

1,168,912 

24 

24.281 

2.42 

1.80 

243/8 

R  0  MacDonald 

125,000 

420 

898,000 

31 

2,083,845 

892 

480 

3173/4 

T  J  Watson  Jr 

150,000 

306 

4,161,303 

57 

18,152 

1.30 

0.501- 

643/4 

H  G  Walter  Jr 

125,000 

420 

923,292 

25 

119,301 

1.92 

1.80 

27V4 

H  0  Bercher 

250,000 

69 

1,685,839 

32 

21,981 

0.22 

none 

133/4 

N  C  White 

160,000 

273 

1,104,758 

31 

10,664 

2.24 

1.20 

21  ¥4 

W  G  Phillips 

162,500 

263 

1,165,164 

31 

141,933 

-0.89 

0.96 

1.50 

35% 

EB  Hinman# 

179,489 

212 

2,294,429 

37 

563,784 

3.17 

1.05 

505/8 

H  S  Geneen 

766,755 

1 

9,166,721 

73 

75,523 

0.02 

2.42 

1.43 

35%  • 

J  M  Seabrook 

169,384 

248 

NA 

7,587 

0.25 

0.60 

133/4 

S  W  Cantor 

142,500 

347 

785,260 

17 

31,482 

-0.02 

3.91 

1.80 

37 

S  F  Silloway 

141,404 

351 

1,724,149 

38 

3.236 

0.27 

none 

28 'A 

C  J  Holman 

35,000 

732 

606,590 

NA 

34.034 

2.82 

0.80 

27 '/4 

W  R  Soles 

82,500 

644 

578,924 

25 

44,352 

3.36 

1.50 

52y4 

0  S  Perkins 

165,266 

255 

1,473,887 

29 

'37,702 

1.15 

0.40 

35% 

J  W  Walter 

175,808 

224 

1,355,309 

30 

49.570 

2.02 

1.20 

40«/2 

C  B  Burnett# 

150,000 

306 

1,591,000 

27 

115,440 

1.51 

0.34 

57 

P  B  Hofmann 

462,609 

3 

2,910,932 

21 

18,984 

2.85 

1.40 

50% 

JWWIIcock 

53,333 

720 

1,336,217 

39 

97,896 

2.50 

1.00 

35 

TJReadyJr 

335,000 

22 

3,842,528 

65 

28.126 

0.29 

0.84 

nonet 

125/8 

E  F  Kaiser 

380,900 

10 

4,302,908 

54 

55.866 

1.92 

2.66 

1.13 

34 '/4 

J  J  Carlson 

170,000 

244 

1,645,551 

22 

7,235 

6.70 

8.00 

85 

J  R  Bixby 

63,661 

702 

536.220 

19 

31.573 

3.08 

2.02 

37 

R  A  Olson 

83,667 

641 

357,289 

14 

25.698 

2.37 

1.24 

251/2 

B  S  Jeffrey 

74,581 

678 

299  736 

17 

6,580 

1.12 

0.19 

443/4 

E  Broad 

110,555 

500 

776,650 

18 

22,613 

2.50 

0.60 

23 

C  H  Roth 

180,000 

205 

879,480 

13 

;  NA  Not  Aval 

able. 

1#  New  CEO. 

in  1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

Assets 

Revenues 

Common 
Market  Value 

' 

Market 

Net 

Net  Profits 

Assets  Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

282 

122 

166 

Kellogg  (Dec) 

347,135 

614,412 

871,200 

49,590 

■ 

424 

■ 

■ 

Kelsey-Hayes  (Aug) 

234,235 

• .  378,937 

80,697 

5,082 

147 

142 

72 

29 

Kennecott  Copper  (Dec) 

1,736,136 

1,133,061 

1,305,636 

150,859 

370 

314 

152 

237 

Kerr-McGee  (Dec) 

734,650 

527,539 

769,574 

35,917 

■ 

213 

452 

■ 

Walter  Kidde  (Dec) 

514,049 

818,154 

258,161 

-37,628 

291 

199 

163 

219 

Kimberly-Clark  (Dec) 

956,387 

868,742 

724,997 

38,315 

■ 

325 

393 

253 

Kinney  National  Service  (Sept). 

519,066 

514,403 

314,766 

33,882 

■ 

310 

■ 

■ 

Koppers  (Dec) 

439,189 

532,840 

176,408 

11,702 

273 

36 

86 

81 

Kraftco  (Dec) 

1,031,365 

2,751,129 

1,188,513 

82,006 

296 

41 

43 

105 

S  S  Kresge  (Jan) 

926,227 

2,558,712 

2,102,848 

66,994 

355 

19 

278 

212 

Kroger  (Dec) 

i         ^^^'^^^ 

3,735,774 

494,457 

39,732 

■ 

299 

■ 

341 

Lear  Siegler  (June)                          -^H 

382,552 

566,405 

154,856 

23,689 

231 

312 

■ 

■ 

Leasee  Corp  (Sept)^^^'                     ^H 

1,202,711 

531,920 

163,088 

-30,804 

■ 

372 

308 

356 

Libbey-Owens-Ford  (Dec)                   ^^ra 

428,872 

429,693 

438,823 

22,554 

■ 

455 

■ 

■ 

Libby,  McNeill  &  Libby  (June)             ^H 

267,020 

350,687 

64,408 

-7,706 

340 

■ 

380 

424 

Liberty  National  Life  Insurance  Ala  (Dec) 

797,607 

175,495 

337,500 

18,026 

474 

311 

352 

292 

Liggett  &  Myers  (Dec) 

549,141 

531,969 

373,268 

28,844 

400 

291 

24 

63 

Eli  Lilly  (Dec) 

675,662 

592,284 

3,361,856 

94,391 

123 

■ 

■ 

■ 

Lincoln  First  Banks  (Dec)                   .^| 

1  -    1,976,811 

119,821 

137,025 

14,728 

65 

206 

202 

144 

Lincoln  National  (Dec) 

'       3,076,119 

843,392 

653,805 

54,803 

88 

21 

■ 

■ 

Ling-Temco-Vought  (Dec) 

2,582,004 

3,709,587 

29,289 

-69,619 

125 

45 

226 

101 

Litton  Industries  (July) 

1,934,012 

2,404,327 

599,592 

68,751 

266 

339 

272 

303 

Loew's  Corp  (Aug)" 

1,064,270 

490,418 

503,839 

27,594 

■ 

■ 

466 

454 

Lone  Star  Cement  (Dec) 

342,103 

264,746 

248,242 

16,862 

■ 

■ 

467 

454 

Lone  Star  Gas  (Dec) 

534,475 

259,806 

382,460 

29,327 

270 

■ 

254 

197 

Long  Island  Lighting  (Dec) 

1,040,399 

300,881 

533,339 

42,370 

■ 

■ 

83 

153 

Louisiana  Land  &  Exploration  (Dec) 

220,033 

111,570 

1,204,714 

53,090 

248 

418 

■ 

307 

Louisville  &  Nashville  R  R  (Dec) 

1,137,336 

386,120 

201,419 

27,345 

■ 

■ 

431 

389 

Louisville  Gas  &  Electric  (Dec)            ^^ 

1          352,858 

128,794 

273,097 

20,221 

■ 

417 

■ 

■ 

M  Lowenstein  &  Sons  (Dec)                ^™ 

i          287,697 

386,627 

102,997 

8,319 

■ 

■ 

155 

363 

Lubrizol  (Dec) 

143,436 

186,842 

759,252 

21,850 

■ 

95 

301 

343 

Lucky  Stores  (Jan) 

275,234 

1,488,715 

445,772 

23,475 

176 

190 

■ 

■ 

Lykes-Youngstown  (Dec) 

1,511,009 

892,661 

62,104 

13,204 

450 

189 

390 

383 

R  H  Macy  (July) 

579,264 

907,029 

325,142 

20,660 

■ 

337 

197 

319 

Magnavox  (Dec) 

283,428 

494,411 

660,884 

25,968 

■ 

379 

■ 

■ 

Malone  &  Hyde  (June) 

63,845 

421,643 

87,155 

5,152 

8 

253 

110 

86 

Manufacturers  Hanover  Corp  (Dec) 

12,664,865 

682,568 

980,000 

77,599 

105 

■ 

■ 

■ 

Manufacturers  National  Bank  Detroit  (Dec) 

2,150,790 

117,492 

95,884 

12,989 

202 

166 

93 

76 

Marathon  Oil  (Dec) 

1,338,828 

1,014,208 

1,082,896 

84,583 

95 

34 

154 

128 

Marcor  (Dec) 

2,459,730 

2,804,856 

763,191 

59,637 

366 

■ 

■ 

■ 

Marine  Corporation  Milwaukee  (Dec) 

740,106 

46,598 

40,814 

5,367 

24 

354 

297 

193 

Marine  Midland  Banks  NY  (Dec) 

7,637,701 

456,484 

455,259 

43,436 

■ 

■ 

180 

337 

Marlennan  (Dec) 

107,271 

159,166 

690,150 

24,051 

■ 

■ 

359 

■ 

Marriott  (July) 

297,722 

314,986 

366,013 

11,012 

■ 

395 

459 

471 

Marshall  Field  (Jan) 

281,244 

401,883 

254,276 

16,079 

341 

■ 

■ 

■ 

Marshall  &  llsley  Bank  Stock  (Dec) 

795,541 

44,444 

54,525 

6,469 

294 

184 

333 

205 

Martin  Marietta  (Dec) 

937,462 

940,927 

403,760 

40,913 

■   Not  on 

500  list. 

t   Plus  stock,     tt   Figures  include  unconsolidated  subsidiaries. 

13     Leasee  Corp 

Formerly  Leasco  Data  Processing. 

All  per-sh 

are  data  t 

djusted 

or  stock  spli 

s  and  dividends  through  May  15,  1971. 

14     Loew's  Corp: 

Formerly  Loew's  Thee 

tres. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  197( 

1 

His  Total 
RemuneraTlont 

Ranked 
Among  737 

As  a  Gro 
Total 
Remuneration 

JP 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg(— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

63.190 

1.36 

0.90 

24 

LCRoll 

190,000 

184 

NA 

17,198 

-0.44 

1.73 

1.30 

27^4 

W  D  MacDonnell 

100,000 

548 

608,100 

19 

224,153 

-1.03 

4.55 

2.60 

393/8 

FRIVIilliken 

225,000 

108 

1,478,108 

37 

72.768 

4.70 

1.50 

1041/4 

D  A  McGee 

178,600 

215 

1,803,902 

47 

—22.974 

-5.56 

-3.82 

nonet 

26y8 

F  R  Sullivan 

225,000 

108 

1,367,109 

24 

78.852 

1.64 

1.15 

31 

G  M  Minard 

137,265 

374 

1,355,052 

29 

39.762 

1.90 

0.25 

29 

S  J  Ross 

100,000 

548 

2,342,120 

53 

32.528 

2.16 

1.60 

321/4 

F  L  Byrom 

135,000 

382 

1,286,461 

34 

124.035 

2.93 

1.70 

42V2 

G  Edwards 

286,088 

42 

1,550,805 

26 

90.731 

1.86 

0.43 

58 

H  B  Cunningham 

275,000 

47 

2,067,163 

30 

75,452 

3.00 

1.30 

371/4 

J  P  Herring 

159,304 

279 

1,713,447 

26 

33.874 

1.53 

0.50 

13 

J  G  Brooks# 

178,667 

214 

1.407,294 

19 

-30.804 

-4.00 

none 

16 

S  P  Steinberg 

200,000 

155 

1,695,708 

34 

42,531 

1.45 

2.20 

41 

R  G  Wingerter 

170,200 

243 

1,295,612 

37 

-2.307 

0.25 

1.33 

none 

6y8 

D  E  Guerrant 

86,038 

624 

812,939 

31 

18.026 

1.20 

0.30 

221/2 

F  P  Samford  Jr 

76,946 

664 

800,445 

27 

37.921 

-0.41 

3.45 

2.50 

473/8 

M  E  Harrington 

160,000 

273 

1,363,363 

23 

111.787 

2.80 

1.30 

99% 

E  N  Beesley 

325,000 

24 

2,787,000 

25 

16.704 

4.01 

1.88 

431/2 

W  R  Craig 

125,000 

420 

867,737 

38 

54.803 

0.20 

4.60 

1.80 

671/2 

H  F  Rood 

123,195 

442 

822,000 

21 

5,728 

-4.36 

-17.09 

0.33 

10% 

P  Thayer 

263,185 

57 

2,083,772 

37 

129,809 

1.90 

nonet 

21 

C  B  Thornton 

167,300 

254 

2,797,000 

42 

39,132 

-0.39 

1.91 

0.35 

34% 

L  A  Tisch 

130,000 

397 

823,444 

18 

33,335 

1.72 

1.00 

26% 

J  R  Kringel 

136,423 

378 

880,568 

23 

52,331 

1.99 

1.18 

26 

L  T  Potter  # 

90,000 

600 

711,676 

31 

70,645 

1.95 

1.33 

261/2 

J  J  Tuohy 

120,684 

448 

806,739 

23 

62,042 

2.93 

1.91 

66^2 

F  M  Graham 

203,000 

147 

1,103,808 

20 

60,575 

11.03 

5.00 

81 1/4 

W  H  Kendall 

134,000 

388 

634,348 

26 

32,640 

2.60 

1.58 

37 

B  H  Milner 

85,000 

629 

414,217 

17 

18.338 

2.58 

0.90 

313/4       • 

R  Bendheim 

125,000 

420 

2,341,000 

56 

29,167 

2.17 

0.65 

75% 

M  R  Clapp 

109,190 

509 

854,416 

22 

35,366 

1.83 

0.88  f 

34% 

G  A  Awes 

338,409 

21 

2,115,842 

26 

57,762 

-0.06 

0,45 

7 

J  T  Lykes  Jr 

133,500 

389 

800,075 

23 

35,214 

2.07 

1.00 

34 

ECMolloy 

190,000 

184 

1,697,691 

29 

38,145 

1.56 

1.20 

38^4 

R  H  Piatt 

135,004 

381 

958,274 

24 

7,569 

1.35 

0.41 

223/4 

J  R  Hyde  III 

49,210 

725 

513,633 

18 

83.303 

2.77 

1.40 

35 

R  E  McNeill  Jr  # 

230,000 

100 

2,334,331 

60 

14,221 

6.33 

2.19 

463/4 

R  A  Newhort 

NA 

600,311 

23 

159,961 

2.83 

1.60 

36V4 

J  C  Donnell  II 

250,000 

69 

1,863,294 

22 

113,755 

1.77 

0.65 

291/4 

L  H  Schoenhofen 

259,425 

60 

1,472,231 

12 

6,491 

4.54 

1.60 

34  ^^2 

J  C  Geilfuss 

65,000 

699 

524,191 

31 

50,457 

3.40 

1.63 

363/4 

C  A  Winding 

107,190 

519 

1,774,054 

49 

25,563 

0.15 

1.87 

1.03 

531/2 

WFSouderJr 

144,000 

340 

1,647,384 

26 

22,074 

0.89 

nonet 

29% 

J  W  Marriott  Jr 

116,442 

477 

1,352,167 

32 

22,149 

1.82 

1.10 

27% 

G  A  Sivage 

202,500 

149 

979,973 

18 

10,506 

4.46 

1.75 

37V2 

J  A  Puelicher 

113,700 

487 

366,512 

12 

I  84,490 

1.75 

1.10 

17% 

G  M  Bunker 

200,000 

155 

1,138,311 

22 

■A  Not  Avai 

lable. 
in  1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

Assets 

Revenues 

Common 
Market  Value 

Net  Profits     , 

f 

Market 

Net 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

224 

■ 

■ 

■ 

Maryland  National  (Dec)                     ^^ 

1,233,994 

74,302 

193,564 

13,725 

■ 

■ 

326 

452 

Masonite  (Aug)                                  -     ' 

180,157 

'•  185,127 

413,694 

16,968 

■ 

444 

235 

442 

Mattel  (Jan) 

236,767 

357,911 

582,850 

17,408 

297 

137 

277 

269 

May  Department  Stores  (Jan)              .^^ 

925,380 

1.163,744 

496,782 

31,873 

■ 

279 

■ 

495 

Oscar  Mayer  (Oct)                             S^ 

178,555 

622,687 

216,312 

15,140 

■ 

■ 

291 

353 

Maytag  (Dec) 

106,390 

173,685 

460,316 

22,714 

■ 

476 

■ 

■ 

MCA  Inc  (Dec)                                  ^^ 

358,949 

334,083 

190,857 

13,272 

■ 

■ 

461 

■ 

McCulloch  Oil  (Dec)                          ^9 

204,562 

77,770 

253,281 

11,069 

■ 

499 

■ 

299 

J  Ray  McDermott  (Mar)                      ^H 

358,040 

318,638 

221,706 

27,916 

■ 

■ 

240 

430 

McDonald's  Corp  (Dec)                        "  '  • 

246,816 

188,908 

571,757 

17,691 

142 

54 

239 

66 

McDonnell  Douglas  (Dec)                    ^^ 

1,769,345 

2,088,179 

572,229 

92,565 

■ 

275 

279 

283 

McGraw-Edlson  (Dec)                        '^1 

382,291 

631,079 

492,302 

30,020 

■ 

407 

320 

354 

McGraw-Hill  (Dec)                            ^^ 

345,535 

394,811 

420,488 

22,620 

318 

161 

435 

391 

Mead  (Dec)                                             ' 

862,481 

1,038,304 

268,616 

19,900 

34 

500 

251 

185 

Mellon  National  Bank  &  Trust  (Dec) 

5,669,869 

316,786 

542,283 

45,453 

■ 

369 

285 

379 

Melville  Shoe  (Dec) 

163,164 

438,131 

476,543 

20,819     ■ 

373 

■ 

■ 

■ 

Mercantile  National  Bank  DaHas  (Dec) 

728,952 

38,205 

88,000 

7,816 

■ 

450 

483 

459 

Mercantile  Stores  (Jan) 

188,836 

353,464 

232,892 

16,687 

187 

■ 

■ 

469 

Mercantile  Trust  N  A  (Dec) 

1,419,014 

89,839 

149,920 

16,136 

495 

■ 

■ 

■ 

Merchants  National  Bank  &  Trust  Ind  (Dec) 

528,589 

30,621 

29,640 

4,282 

416 

233 

20 

50 

Merck  (Dec)                                          ..^ 

634,378 

747,562 

3,606,273 

113,520       1 

■ 

■ 

318 

■ 

MGIC  Investment  (Dec)                      ^tf 

250,528 

51,119 

420,946 

11,222 

221 

■ 

■ 

■ 

Michigan  National  Bank  Lansing  (Dec) 

1,243,872 

82,900 

53,900 

6,734 

148 

358 

98 

126 

Middle  South  Utilities  (Dec) 

1,730,308 

450,490 

1,024,663 

60,786 

321 

'■ 

■ 

■ 

:     Midlantic  Banks  (Dec)" 

855,442 

52,664 

86,678 

9,912 

■ 

■ 

477 

■ 

Miles  Laboratories  (Dec) 

269,342 

296,495 

236,880 

10,597 

178 

79 

14 

22 

Minnesota  Mining  &  Manufacturing  (Dec) 

1,500,234 

1  687,296 

5,553,801 

187,665 

196 

308 

■ 

368 

Missouri  Pacific  Railroad  (Dec) 

1,398,027 

534,128 

115,102 

21,580 

22 

9 

13 

8 

Mobil  Oil  (Dec) 

7,921,049 

7,260,522 

5,825,498 

482,707         ! 

■ 

■ 

403 

■ 

Monroe  Auto  Equipment  (June) 

80,709 

96,038 

301,958 

13,902 

106 

58 

90 

108 

<     Monsanto  (Dec) 

2,144,664 

1,971,632 

1,086,069 

66,530        1 

■ 

■ 

454 

393 

Montana  Power  (Dec) 

326,507 

86,675 

256,415 

19,645 

475 

■ 

443 

441 

Monumental  Corp  (Dec) 

547,838 

102,611 

263,252 

17,415 

9 

298 

78 

72 

J  P  Morgan  &  Co  (Dec) 

12,112,419 

567,444 

1,232,963 

86,609         S 

■ 

494 

296 

355 

Morton-Norwich  Products  (June) 

320,366 

320,723 

455,921 

22,573         3 

458 

217 

165 

333 

Motorola  (Dec) 

569,552 

796,419 

720,522 

24,241      :  i 

■ 

397 

■ 

■ 

G  C  Murphy  (Dec) 

173,703 

401,440 

97,712 

8,360         1 

■ 

■ 

319 

487 

Naico  Chemical  (Dec) 

111,992 

169,541 

420,911 

15,360        I 

37 

■ 

412 

233 

National  Bank  of  Detroit  (Dec) 

5,175,322 

275,086 

292.500 

36,447        3 

■ 

198 

162 

203 

National  Biscuit  (Dec) 

503,856 

868,939 

726,804 

41,369        ii 

■ 

431 

■ 

500 

National  Can  (Dec) 

216,606 

372,513 

145,601 

15.020        11 

158 

102 

131 

280 

National  Cash  Register  (Dec) 

1,644,600 

1,420,576 

849,449 

30,246       156 

165 

■ 

■ 

421 

National  City  Bank  Cleveland  (Dec) 

1,594,058 

94,607 

203,433 

18,130        15 

330 

■ 

■ 

■ 

National  Commercial  Bank  Albany  (Dec) 

816,946 

45,465 

65,738 

9,107         5 

310 

263 

316 

258 

National  Distillers  &  Chemical  (Dec) 

889,196 

667,341 

425,216 

32,726        5j 

282 

316 

■ 

■ 

National  General  (Dec) 

1,001,691 

525,544 

80,254 

4.627        ,( 

■ 

405 

336 

■ 

National  Gypsum  (Dec) 

429,476 

398,371 

399,742 

14.046       3j 

■   Not  on  500  list. 
All  per-share  data 

t    Plus  stock, 
adjusted  for  stock 

splits  and  dividends  through  May   15.   1971. 

5)    Midlantic  Banks 

Formerly  Natlona 

Newark  &  Essex  B 

ank.                             ^; 

Nf. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

As  a  Group 

His  Total 
Remuneration^ 

Ranked 
Among  737 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Maritet 

Number 

($000) 

Cdt/Chg(— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

15,166 

3.85 

1.10 

54V4 

R  D  Harvey 

NA 

NA 

27,536 

2.21 

0.72 

52 '/8 

J  M  Coates 

144,451 

338 

828,062 

26 

20,896 

1.11 

0.10 

365/8 

EHAndler 

100,335 

544 

1,215,087 

26 

31.873 

2.08 

1.60 

33 

S  J  Goodman 

191,105 

182 

3,901,817 

48 

20,854 

1.64 

0.56 

23% 

0  G  Mayer  ir 

184,331 

198 

2,271,656 

20 

27,083 

1.70 

1.30 

34% 

E  G  Higdon 

141,872 

349 

688,899 

18 

18.887 

1.62 

0.60 

23% 

L  R  Wasserman 

250,000 

69 

2,204,000 

21 

15,213 

0.84 

none+ 

18% 

CVWoodJr 

61,208 

709 

406,258 

14 

45,448 

1.23 

4.23 

1.00 

33% 

RW  Wilson 

139,700 

364 

811,760 

14 

25,093 

1.48 

none 

46% 

R  A  Kroc 

175,000 

225 

1,125,709 

30 

166,020 

3.25 

0.40 

21 

J  S  McDonnell 

110,000 

502 

2,594,000 

41 

43.189 

2.18 

1.40 

35% 

R  H  Giesecke 

109,728 

506 

618,531 

21 

26.857 

0.08 

0.90 

0.60 

18% 

S  Fisher 

150,000 

306 

1,801,233 

33 

52.187 

0.70 

1.00 

16% 

J  W  McSwiney 

150,000 

306 

1,589,000 

36 

50,842 

4.55 

2.25 

54  Va 

J  A  Mayer 

NA 

799,978 

37 

26,339 

1.77 

0.75 

41 

FC  Rooney  Jr 

156,050 

285 

763,844 

20 

7,816 

3.91 

2.00 

44 

J  D  Francis 

NA 

NA 

21.869 

0.34 

5.66 

1.40 

79 

H  W  Jockers 

300,000 

34 

1,749,000 

14 

16,876 

3.44 

1.80 

32 

D  E  Lasater 

90,000 

600 

337,804 

NA 

5,130 

4.12 

0.95 

28V2 

R  E  Sv^eeney 

NA 

NA 

139,820 

3.11 

2.00 

99 

H  W  Gadsen 

150,000 

306 

2,103,698 

50 

8,609 

3.06 

1.00 

241/2 

H  J  Stoddard 

NA 

607,700 

24 

11.222 

-0.08 

1.83 

0.20 

68% 

M  H  Karl 

85,000 

629 

413,293 

16 

113,712 

1.61 

0.96 

26% 

G  L  Andrus 

109,350 

508 

606,299 

15 

10,751 

5.17 

2.00 

45V2 

G  E  Wiedenmayer 

126,000 

416 

425,934 

19 

19,092 

2.01 

1.20 

45 

W  A  Compton,  MD 

150,000 

306 

1,299,744 

30 

260,267 

3.35 

1.75 

99 

H  Heltzer 

211,800 

131 

2,691,939 

39 

59,538 

11.58 

5.00 

61% 

W  G  Marbury 

55,150 

717 

912,207 

28 

874,845 

4.77 

2.40 

571/2 

R  Warner  Jr 

389,167 

8 

2,804,000 

26 

15,955 

2.19 

0.60 

471/2     ' 

C  S  Mclntyre 

352,641 

15 

1,468,417 

22 

252,922 

-0.34 

1.83 

1.80 

33% 

E  J  Bock 

150,000 

306 

1,875,581 

29 

26.604 

2.45 

1.68 

34% 

J  E  Corette 

125,000 

420 

613,470 

23 

17,415 

2.83 

0.75 

44 

F  Baker  Jr 

77,500 

662 

717,750 

23 

91,040 

4.73 

2.40 

67% 

J  M  Meyer  Jr 

250,000 

69 

1,291,035 

31 

34,160 

1.82 

0.80 

36% 

L  F  Bonham 

160,000 

273 

712,000 

13 

48,749 

-0.11 

1.82 

0.55 

54 

R  W  Galvin 

125,000 

420 

2,257,526 

36 

13,930 

2.10 

1.20 

24% 

E  L  Paxton 

107,259 

517 

640,923 

16 

21,610 

0.19 

1.55 

0.70 

42% 

D  G  Braithwaite 

108,000 

513 

758,985 

18 

38,707 

6.07 

1.99 

48% 

R  M  Surdam 

NA 

1,261,000 

20 

62,618 

3.01 

2.20 

52% 

L  S  Bickmore 

200,000 

155 

1,819,932 

34 

22,987 

1.98 

0.43 

25% 

R  Stuart 

117,000 

473 

89-3,445 

23 

156,036 

1.37 

0.66 

391/4 

R  S  Delman 

214,999 

130 

2,091,844 

42 

19,076 

5.56 

2.37 

57 

J  S  Fangboner 

NA 

371,800 

4 

9,837 

6.37 

2.20 

46 

L  W  Herzog  Jr 

NA 

471,741 

12 

58,932 

1.18 

0.90 

16 

D  C  Bell 

164,275 

259 

1,321,886 

35 

10,746 

-1.43 

0.90 

0.20 

.16% 

EV  Klein 

NA 

NA 

32,825 

0.84 

1.05 

241/2 

C  Brown 

160,000 

273 

662,487 

16 

A  Not  Aval 

able. 

New  CEO 

In  1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

Assets 

Revenues 

Common 
Market  Value 

- 

'' 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($800) 

($000) 

($000) 

■ 

426 

■ 

■ 

National  Industries  (Dec) 

234,062 

374,879 

40,416 

—17,009 

363 

188 

307 

220 

National  Lead  (Dec)'^ 

752,649 

".  915,877 

440,596 

38,071 

■ 

498 

400 

420 

National  Service  Industries  (Aug) 

156,452 

318,901 

305,260 

18,193 

169 

123 

172 

131 

National  Steel  (Dec) 

1,567,616 

1,248,363 

708,424 

59,024 

■ 

93 

■ 

■ 

National  Tea  (Mar) 

265,993 

1,512,282 

89,112 

9,868 

156 

■ 

494 

■ 

NCNB  (Dec) 

1,678,030 

111,844 

226,187 

13,516 

257 

491 

381 

289 

New  England  Electric  System  (Dec) 

1,091,924 

323,818 

337,249 

29,076 

269 

■ 

■ 

■ 

New  England  Merchants  Co  Bost  (Dec) 

1,050,354 

75,754 

63,750 

7,040 

451 

■ 

■ 

■ 

New  Jersey  Bank  N  A  (Dec) 

579,022 

33,667 

37,508 

4,233 

459 

■ 

■ 

■ 

New  Jersey  National  Bank  (Dec) 

565,224 

33,023 

60,300 

7,621 

■ 

■ 

487 

■ 

New  Process  (Dec) 

25,390 

93,894 

230,391 

8,504 

368 

■ 

419 

311 

New  York  State  Electric  &  Gas  (Dec) 

737,145 

197,168 

283,353 

26,602 

■ 

386 

■ 

■ 

J  J  Newberry  (Jan) 

189,741 

414,558 

33,517 

3,030 

437 

■ 

201 

90 

Newmont  Mining  (Dec) 

612,781 

214,753 

654,082 

75,239 

159 

318 

261 

160 

Niagara  Mohawk  Power  (Dec) 

1,644,466 

522,200 

515,954 

51,367 

139 

440 

262 

211 

NLT  Corp  (Dec) 

1,788,981 

360,738 

515,403 

39,819 

74 

158 

198 

114 

Norfolk  &  Western  Railway  System  (Dec) 

2,784,377 

1,054,187 

660,254 

65,015 

■ 

306 

■ 

■ 

North  American  Philips  (Dec) 

409,166 

547,102 

209,451 

8,790 

175 

44 

304 

115 

North  American  Rockwell  (Sept) 

1,515,399 

2,410,752 

443,180 

64,706 

174 

460 

252 

202 

Northeast  Utilities  (Dec) 

1,521,927 

347,665 

542,075 

41,497 

377 

466 

315 

231 

Northern  Illinois  Gas  (Dec) 

715,473 

345,285 

426,264 

36,642 

347 

■ 

230 

198 

Northern  Indiana  Public  Service  (Dec) 

779,512 

299,785 

588,938 

42,217 

200 

320 

258 

186 

Northern  Natural  Gas  (Dec) 

1,354,850 

516,210 

525,104 

45,364 

218 

453 

267 

165 

Northern  States  Power  (Dec) 

1,262,497 

352,353 

508,678 

49,991 

113 

■ 

■ 

397 

Northern  Trust  Chicago  (Dec) 

2,049,707 

137,326 

182,000 

19,064 

499 

278 

■ 

390 

Northrop  (July) 

526,621 

626,920 

110,967 

19,930 

300 

423 

299 

191 

Northwest  Airlines  (Dec) 

923,126 

379,040 

449,438 

44,439 

47 

■ 

322 

248 

Northwest  Bancorporation  (Dec) 

4,341,674 

271,529 

415,440 

34,259 

394 

346 

■ 

■ 

Northwest  Industries  (Dec) 

686,632 

480,347 

130,078 

-227,350 

422 

■ 

■ 

■ 

Northwestern  Financial  (Dec) 

627,987 

45,629 

56,351 

5,279 

■ 

■ 

■ 

418 

Northwestern  Steel  &  Wire  (July) 

152,735 

159,111 

166,383 

18,261 

■ 

441 

■ 

■ 

Norton  (Dec) 

321,850 

359,348 

151,059 

11,255 

364 

165 

253 

228 

Norton  Simon  (June) 

747,230 

1,014,224 

539,459 

36,787 

90 

49 

106 

23 

Occidental  Petroleum  (Dec) 

2,563,002 

2,239,859 

998,316 

175,234 

492 

141 

■ 

■ 

Ogden  (Dec) 

531,724 

1,136,227 

122,958 

13,164 

276 

■ 

205 

164 

Ohio  Edison  (Dec) 

1,024,066 

281,821 

645,587 

50,069 

■ 

■ 

325 

300 

Oklahoma  Gas  &  Electric  (Dec) 

511,882 

143,570 

414,120 

27,891 

406 

■ 

■ 

■ 

Old  Kent  Bank  &  Trust  (Dec) 

656,507 

40,553 

61,503 

6,531 

254 

146 

323 

■ 

Olin  Corporation  (Dec) 

1,114,739 

1,125,301 

414,418 

566 

476 

281 

365 

340 

Otis  Elevator  (Dec) 

546,880 

621,074 

360,273 

23,724 

■ 

■ 

499 

■ 

Outboard  Marine  (Sept) 

255.968 

304,480 

223,210 

13,390 

■ 

342 

211 

385 

Owens-Corning  Fiberglas  (Dec) 

425,007 

487,013 

635,574 

20,601 

207 

107 

119 

152 

Owens-Illinois  (Dec) 

1,318,315 

1,402,399 

876,717 

53,166 

■ 

■ 

283 

345 

Pabst  Brewing  (Dec) 

224,198 

270,189 

477,391 

23,283 

■ 

358 

■ 

■ 

Pacific  Car  &  Foundry  (Dec) 

200,213 

442,714 

116,875 

14,760 

48 

151 

42 

24 

Pacific  Gas  &  Electric  (Dec) 

4,318,832 

1,103,258 

2,115,103 

166,219 

243 

258 

306 

218 

Pacific  Lighting  (Dec) 

1,159,035 

675,342 

441,099 

38,658 

■   Not  on  SOO  list. 
All  per-share  data 

t    Plus  stock, 
adjusted  for  stock  spl 

ts  and  dividends  through  May  15,   1971. 

16)    National  Lead: 

Name  changed  to  NL 

Industries  Apr.  16. 

1971. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

As  a  Group 

His  Total 
Remuneration^: 

Ranked 
Among  737 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

IMarl(et 

Number 

($000) 

Cdt/Chg(-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

—10,325 

-2.66 

-2.59 

,    none 

6 

S  R  Yarmuth 

101,000 

540 

657,219 

24 

63,390 

1.60 

1.53 

18'/2 

E  R  Rowley 

207,000 

140 

1,527,012 

23 

24.595 

1.35 

0.60 

223/4 

M  N  Weinstein 

114,005 

485 

664,598 

16 

127,107 

3.58 

2.50 

42% 

G  A  Stinson 

228,000 

106 

1,268,058 

23 

26,817 

1.30 

0.80 

11 3/4 

N  A  Stepelton 

202,775 

148 

832,428 

24 

13,516 

2.04 

0.75 

34  ^ 

A  H  Reese 

116,888 

474 

499,464 

28 

56.981 

1.98 

1.48 

23 

R  F  Krause 

113,351 

489 

607,020 

24 

9,158 

2.82 

1.40 

25V2 

M  C  Wheeler 

NA 

316,208 

5 

4,871 

2.54 

1.20t 

221/2 

N  Brassier 

55,000 

718 

397,258 

32 

7.621 

4.24 

1.80 

33 1/2 

R  G  MacGill 

NA 

305,930 

28 

8.769 

1.71 

0.90 

463/8 

J  L  Blair 

NA 

NA 

49.004 

2.81 

2.08 

343/8 

W  A  Lyons 

80,333 

652 

573,000 

33 

7,942 

0.93 

1.37 

1.00 

171/4 

W  C  Straus 

100,344 

543 

850,453 

26 

95,179 

0.26 

3.00 

1.04 

271/4 

PMalozemoff 

238,000 

92 

993,060 

21 

100,291 

1.48 

1.10 

161/4 

E  J  Machold 

125,630 

417 

972,139 

32 

39,819 

-0.02 

2.35 

0.48 

303/8 

G  D  Brooks 

100,300 

545 

315,774 

10 

139,207 

—0.64 

6.14 

5.50 

665/8 

J  P  Fishwick 

138,100 

370 

1,101,986 

27 

22,114 

1.00 

1.00 

23y4 

P  C  Vink 

128,000 

406 

887,023 

26 

133,524 

2.27 

1.20 

20 

W  F  Rockwell  Jr 

221,667 

115 

2,017,703 

30 

73,576 

1.16 

0.94 

141/8 

LFSillinJr 

116,763 

475 

658,000 

28 

55,525 

2.79 

1.71 

361/4 

M  Chandler 

133,268 

390 

804,000 

23 

62,136 

2.12 

1.22 

311/4 

D  H  Mitchell 

90,000 

600 

412,718 

13 

99.724 

-0.09 

4.15 

2.60 

5\% 

W  A  Strauss 

145,000 

335 

1,307,213 

37 

87,083 

2.41 

1.65 

263/4 

E  Ewald  # 

125,000 

420 

1,093,365 

38 

19,064 

7.62 

2.08 

72% 

E  B  Smith 

NA 

NA 

30.849 

4.06 

1.00 

231/2 

TV  Jones 

240,000 

89 

2,028,275 

38 

113,612 

2.11 

0.45 

211/4 

D  W  Nyrop 

151,000 

302 

945,222 

28 

39,780 

2.97 

1.30 

36 

H  T  Rutledge 

110,034 

501 

686,000 

39 

-211,050 

-35.55 

-33.34 

none 

171/2 

BWHeineman 

200,000 

155 

922,000 

22 

5,898 

1.74 

0.40 

I81/2  • 

E  Duncan  Sr 

33,031 

734 

182,853 

15 

22,463 

7.30 

2.05 

661/2 

W  M  Dillon 

99,900 

568 

512,500 

10 

21,820 

2.09 

1.50 

28^8 

J  Jeppson  # 

106,338 

521 

1,047,787 

26 

57,105 

2.78 

nonet 

473/8 

D  J  Mahoney 

219,166 

123 

1.555,127 

30 

288,806 

2.92 

l.OOt 

I8V2 

A  Hammer 

250,000 

69 

1,800,000 

32 

35,806 

-0.13 

1.01 

0.20 

111/2 

R  E  Ablon 

150,000 

306 

1,917,000 

24 

'82,410 

1.84 

1.54 

251/8 

D  B  Mansfield 

125,079 

418 

539,189 

22 

42,972 

1.72 

1.16 

28 

D  S  Kennedy 

85,000 

629 

492,935 

24 

7,560 

-0.04 

4.41 

1.40t 

4IV2 

R  M  Gillett 

91,500 

587 

196,649 

20 

54.142 

-1.10 

0.02 

0.88 

17^2 

G  Grand 

175,000 

225 

1,895,799 

33 

31,613 

2.91 

2.00 

433/8 

R  A  Weller 

139,000 

368 

1,302,000 

35 

26,281 

1.66 

1.00 

275/8 

W  C  Scott 

159,175 

280 

1,439,944 

25 

44,115 

1.41 

0.71 

43  ye 

L  Norstad 

150,000 

306 

1,739,100 

46 

110,404 

-0.78 

3.12 

1.35 

57 

R  H  Mulford 

200,000 

155 

2,778,255 

43 

33,419 

2.44 

0.65 

50y8 

J  C  Windham 

175,000 

225 

832,194 

30 

17.985 

5.34 

150 

421/2 

C  M  Pigott 

NA 

NA 

289,076 

2.47 

1.50 

34y8 

S  L  Sibley 

150,000 

306 

1,170,277 

37 

1      73,760 

2.03 

1.60 

'  25y2 

P  A  Miller 

112,421 

494 

426,278 

20 

■  ma  Not  Avai 

able. 

"■" 

In  1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

Assets 

Revenues 

Common 
Market  Value 

Net  Profits 

^ 

Market 

Net 

Assets  Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

298 

■ 

369 

277 

Pacific  Power  &  Light  (Dec) 

925,224 

158,893 

353,684 

30,768 

133 

H5 

313 

■ 

Pan  American  World  Airways  (Dec) 

1,838,592 

-    1,125,700 

431,189 

—47,931 

260 

383 

238 

175 

Panhandle  Eastern  Pipe  Line  (Dec) 

1,079,206 

419,204 

577,449 

47,389 

■ 

455 

■ 

■ 

Parkview-Gem  (July) 

64,879 

345,330 

18,995 

2,221 

■ 

413 

■ 

■ 

Ralph  M  Parsons  (Dec) 

76,488 

388,720 

39,233 

3,531 

42 

78 

■ 

■ 

Penn  Central  (Dec) 

4,597,558 

1,691,086 

150,700 

-431,248 

161 

18 

29 

48 

J  C  Penney  (Jan) 

1,627,055 

4,150,900 

2,911,550 

114,100 

■ 

■ 

314 

411 

Pennsylvania  Life  (Dec) 

152,999 

81,832 

428,059 

18,520 

247 

■ 

360 

243 

Pennsylvania  Power  &  Light  (Dec) 

1,140,512 

255,313 

364,676 

34,935 

■ 

389 

■ 

■ 

Pennwalt  (Dec) 

383,474 

413,392 

189,436 

12,399 

151 

236 

196 

97 

Pennzoil  United  (Dec) 

1,717,433 

739,000 

662,184 

70,011 

208 

309 

227 

136 

Peoples  Gas  (Sept) 

1,315,148 

533,804 

595,404 

57,220 

360 

H7 

84 

140 

PepsiCo  (Dec) 

757,895 

1,122,593 

1,203,895 

56,053 

■ 

258 

485 

460 

Pet  (Mar) 

351,255 

658,582 

231,516 

16,634 

304 

196 

36 

82 

Pfizer  Inc  (Dec)" 

904,692 

870,430 

2,314,068 

81,061 

306 

224 

147 

51 

Phelps  Dodge  (Dec) 

898,494 

775,270 

794,859 

112,621 

109 

332 

149 

102 

Philadelphia  Electric  (Dec) 

2,091,915 

504,371 

790,403 

68,376 

222 

173 

88 

87 

Philip  Morris  (Dec) 

1,239,424 

990,324 

]  119,443 

77,498 

67 

48 

44 

44 

Phillips  Petroleum  (Dec) 

3,056,977 

2,273,100 

2,092,252 

117,225 

■ 

259 

441 

451 

Pillsbury  (May) 

341,620 

674,363 

265,755 

16,997 

■ 

■ 

376 

■ 

Pitney-Bowes  (Dec) 

305,502 

278,201 

348,300 

12,038 

119 

■ 

■ 

374 

Pittsburgh  National  (Dec) 

mi 

1,988,589 

125,868 

210,706 

21,021 

■ 

330 

187 

215 

Pittston  (Dec) 

419,983 

505,677 

676,586 

39,442 

91 

■ 

■ 

372 

PNB  Corp  Phila  (Dec) 

2,554,460 

141,744 

208,747 

21,138 

■ 

376 

33 

124 

Polaroid  (Dec) 

521,760 

426,534 

2,528,064 

61,136 

■ 

497 

■ 

■ 

Potlatch  Forests  (Dec) 

351,755 

319,270 

205,632 

10,980    ' 

265 

■ 

402 

261 

Potomac  Electric  Power  (Dec) 

1,064,972 

222,389 

302,530 

32,634 

216 

153 

176 

273 

PPG  Industries  (Dec) 

wm 

1,270,321 

1,093,791 

699,494 

31,218 

■ 

■ 

289 

485 

Prentice-Hall  (Dec) 

99,450 

128,301 

463,379 

15,436 

130 

32 

17 

17 

Procter  &  Gamble  (June) 

1,854,990 

2,978,750 

4,730,480 

211,907 

417 

404 

480 

464 

Provident  Life  &  Accident  (Dec) 

632,497 

398,799 

235,236 

16,412 

228 

■ 

■ 

■ 

Provident  National  Corp  (Philadelphia)  (Dec) 

1,222,604 

76,275 

92,225 

12,349 

345 

■ 

366 

278 

Public  Service  Company  of  Colorado  (Dec) 

788,233 

220,294 

359,399 

30,450 

383 

■ 

281 

246 

Public  Service  Company  of  Indiana  (Dec) 

707,877 

180,164 

480,612 

34,442 

84 

235 

103 

64 

Public  Service  Electric  &  Gas  (N  J)  (Dec) 

2,639,395 

741,252 

1,007,300 

93,432 

■ 

352 

■ 

■ 

Pueblo  International  (Jan) 

109,179 

459,394 

71,692 

4,487 

■ 

249 

■ 

■ 

Pullman  (Dec) 

476,277 

685,059 

202,166 

10,867   : 

■ 

490 

■ 

■ 

Purex  (June) 

252,385 

325,343 

200,302 

4,303 

■ 

287 

217 

296 

Quaker  Oats  (June) 

391,319 

597,652 

613,968 

28,143 

■ 

■ 

496 

■ 

Quaker  State  Oil  Refining  (Dec) 

102,557 

123,923 

224,867 

10,766 

71 

27 

48 

68 

RCA  Corp  (Dec) 

2,927,908 

3,291,888 

1,812,097 

91,735 

349 

90 

140 

137 

Ralston  Purina  (Sept) 

775,237 

1,567,009 

818,291 

56,770 

149 

57 

■ 

■ 

Rapid-American  (Jan) 

1,730,154 

1,990,620 

70,603 

13,030 

453 

118 

350 

275 

Raytheon  (Dec) 

-^^ 

577,286 

1,258,743 

378,593 

30,943 

■ 

488 

■ 

■ 

Reliance  Electric  (Oct) 

^Bm 

226,186 

326,384 

124,674 

14,139 

78 

■ 

444 

375 

Republic  National  Bank  of  Dallas  (Dec) 

2,723,390 

147,578 

263,004 

20,967 

134 

111 

288 

242 

Republic  Steel  (Dec) 

1,833,264 

1,364,694 

465,060 

35,164 

■   Note 

>n  500  list. 

t    Plus  s 

tock. 

17) 

Pfizer:  Formerl 

/  Charles  Pfizer. 

All  per- 

share  data 

adjusted  for  stock 

splits  and  dividends  through  May  15,  1971. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:   1970 

As  a  Group 

His  Total 
Remuneration^ 

Ranked 
Among  737 

Total 
Remuneration    Number 

(SOOO) 

Extraordinary 

Market 

Cash  Flow 

Cdt/Chg(— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($)           In  Group 

48,420 

1.67 

1.28 

203/4 

D  C  Frisbee 

88,334 

616 

689,347           27 

73,247 

-1.36 

none 

UVs 

N  E  Halaby 

127,500 

410 

2,261,012            72 

94.936 

3.14 

1.70 

401/2 

RLO'Shields 

122,867 

443 

1,334,428           31 

6,015 

1.66 

0.60 

141/4 

1  Wiggs 

90,000 

600 

1,007,713           32 

4,034 

1.59 

0.25 

17% 

R  M  Parsons 

150,000 

306 

1,868,874           50 

-^31.248 

-17.89 

none 

61/4 

Trustees 

NA 

NA 

150.100 

2.14 

1.00 

54% 

W  M  Batten 

288,700 

41 

2,710,300            31 

18,520 

1.24 

none 

28^/4 

J  D  Bain 

NA 

NA 

67.108 

1.97 

1.60 

235/8 

J K  Busby 

90,000 

600 

738,801            34 

26,706 

-0.04 

1.16 

1.20 

26 

W  P  Drake 

140,539 

354 

770,446            19 

125,476 

2.16 

0.80 

34 

J  H  Liedtke 

209,167 

137 

2,308,5C8           43 

108,328 

3.58 

1.99 

37 '/4 

R  McDowell 

136,667 

377 

719,727            16 

82.083 

2.49 

1.00 

53 

D  M  Kendall 

201,400 

153 

2,169,938           38 

28,971 

-0.32 

2.62 

1.13 

40% 

B  F  Schenk 

161,667 

266 

1,567,652           32 

106.861 

1.28 

0.63 

36y8 

J  J  Powers  Jr 

250,025 

68 

1,469,325           16 

136,807 

0.24 

5.59 

2.10 

39 1/2 

G  B  Munroe 

142,800 

345 

895,350           24 

122,323 

1.84 

1.64 

22 1/2 

R  F  Gilkeson 

95,520 

574 

812,325           29 

96.114 

3.36 

1.00 

49V2 

J  F  Cullman  3rd 

175,000 

225 

2,061,057            35 

315.671 

1.58 

1.30 

23 1/4 

WWKeeler 

300,000 

34 

2,149  283           28 

31.674 

-0.40 

3.31 

1.36 

52% 

R  J  Keith 

193,225 

175 

2,238435           51 

28,909 

-0.18 

0.91 

0.68 

26% 

J  0  Nicklis 

120,023 

450 

1,105,398           33 

22.804 

3  43 

1.30 

341/4 

M  E  Gilliand 

105,312 

526 

594,082           31 

58,039 

0  32 

2.i2 

0.48' 

443/8 

N  T  Camicia 

100,000 

548 

577,753           22 

23.052 

3.90 

1.60 

38 1/2 

G  M  Dorrance  Jr 

108,511 

511 

870,845           35 

77,475 

1.86 

0.32 

77 

E  H  Land 

132,656 

391 

1,405,226           26 

28,912 

1.17 

1.50 

1.00 

28 

B  R  Cancell 

120,000 

451 

1,398,000           28 

60,203 

1.25 

0.85 

151/4 

R  R  Dunn  - 

18,000 

7^6 

518,977            24 

89,491 

0.01 

l.i2 

1.40 

34 1/8 

R  F  Barker 

130,000 

397 

1,951,454           50 

16,466 

1.50 

0.68 

44% 

R  P  Ettinger 

127,093 

411 

642,743            14 

265.158 

2.60 

1.38 

58 

H  J  Morgens 

425,000 

5 

3,790,474           36 

16,412 

-0.07 

4.17 

0.68 

593/4 

R  L  Maclellan 

88,800 

614 

446,555              7 

13,292 

3.06 

1.40 

25 

W  G  FouIXe 

90,880 

592 

650,000            28 

53,124 

1.82 

1.09 

231/4 

R  T  Person 

105,000 

529 

465,759           22 

55,483 

2.97 

2.12 

44 

C  H  Blanchar 

92,500 

585 

651,323           20 

171,723 

2.46 

1.64 

28 

E  H  Snyder  = 

110,000 

502 

762,200           24 

'8,695 

-0.30 

1.00 

0.28 

15% 

H  Toppel 

107,400 

516 

NA                 12 

22,528 

-0.91 

2.28 

2.80 

42 1/4 

S  B  Casey  Jr 

39,556 

730 

728,639           19 

10,646 

-0.33 

0.36 

0.84 

13% 

WRTincher 

141,000 

353 

1,122,539           30 

37,232 

2.21 

0.96 

48% 

R  D  Stuart  Jr 

207,386 

139 

2,403900            37 

14,972 

1.67 

0.80 

343/4 

L  R  Forker 

76,725 

667 

368097            15 

306,214 

1.26 

1.00 

261/2 

R  W  Sarnoff 

275,000 

47 

2,695,373           43 

85,064 

1.78 

0.68 

261/4 

R  H  Dean 

125,000 

420 

1,046,857           27 

39.083 

-0.29 

1.82 

0.56 

lOVs 

M  Riklis 

375,160 

11 

1,614,000            15 

57,285 

-0.24 

2.08 

0.60 

271/2 

TL  Phillips 

193,236 

174 

1,931,831            38 

21,054 

142 

0.70 

201/8 

H  0  Luke 

136,668 

376 

798,556            24 

20,967 

2.24 

0.95 

28 

J  W  Aston 

NA 

NA 

102,213 

2.17 

2.50 

"283/4 

T  F  Pjtton 

325,000 

24 

2,076,510            25 

lA  Not  Aval 

able. 

t  New  CEO 

In   1971. 

lORBES,  MAY  15,  1971 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profite 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

1$000) 

($000) 

($000) 

■ 

485 

■ 

■ 

Revere  Copper  and  Brass  (Dec) 

430,529 

328,345 

115,706 

9,086 

■ 

428 

125 

301 

Revlon  (Dec) 

352,875 

-       373,509 

866,344 

27,848 

128 

69 

41 

20 

R  J  Reynolds  Industries  (Dec)'" 

1,857,651 

1,786,023 

2,160,551 

201,885 

132 

163 

298 

180 

Reynolds  Metals  (Dec) 

1,840,521 

1,035,166 

453,264 

46,134 

■ 

421 

164 

268 

Richardson-Merrell  (June) 

331,188 

380,788 

724,464 

31,887 

307 

■ 

■ 

477 

Richmond  Corp  (Dec) 

897,358 

179,041 

205,344 

15,833 

275 

■ 

■ 

■ 

Riggs  National  Bank  Washington  D  C  (Dec) 

1,029,033 

65,507 

74,907 

10,562 

435 

■ 

■ 

■ 

RIHT  Corp  (Dec) 

616,561 

42,652 

59,000 

6,720 

■ 

■ 

384 

478 

A  H  Robins  (Dec) 

109,453 

132,552 

330,512 

15,728 

■ 

■ 

■ 

398 

Rochester  Gas  &  Electric  (Dec) 

484,879 

142,474 

177,688 

19,005 

■ 

364 

248 

322 

Rohm  &  Haas  (Dec) 

517,758 

445,287 

549,052 

25,414 

■ 

■ 

361 

452 

Rorer-Amchem  (Dec) 

98,516 

135,743 

364,170 

16,968 

358 

415 

355 

293 

Safeco  (Dec) 

761,110 

387,887 

370,747 

28,721 

315 

14 

124 

100 

Safeway  Stores  (Dec) 

875,705 

4,860,167 

866,932 

68,892 

■ 

■ 

498 

314 

St  Joe  Minerals  (Dec)"> 

210,484 

161,303 

223,422 

26,210 

240 
295 

■ 

97 


356 
452 

■ 

317 

■ 

206 

■ 

25 


334 
204 

■ 

201 
410 


246 
255 
489 
215 
56 


255 
238 
387 
132 
163 


St  Paul  Companies  (Dec) 
St  Regis  Paper  (Dec) 
San  Diego  Gas  &  Electric  (Dec) 
Santa  Fe  Industries  (Dec) 
Schering-Plough  (Dec)*** 


1,169,089 
936,622 
503,493 

2,270,674 
319,344 


496,298 
857,431 
153,459 
859,713 
391,213 


560,948 
510,213 
230,000 
617,700 
1,579,669 


33,716 
35,764 
20,334 
59,006 
50,515 


349 
295 
205 
380 
229 

365 
322 


92 
242 

20 


329 


195 
101 


138 


290 

169 


171 


Jos  Schlitz  Brewing  (Dec) 
Schlumberger  Limited  (Dec) 
SCM  (June) 
Scot  Lad  Foods  (June) 
Scott  Paper  (Dec) 


336,975 

462,365 

663,435 

29,051 

763,849 

578,514 

1,015,350 

43,449 

578,107 

854,511 

131,402 

1,896 

69,757 

421,464 

41,624 

3,588 

866,818 

755,710 

827,328 

49,152 

■  ■  Scoviil  Manufacturing  (Dec) 

358  229  Seaboard  Coast  Line  Industries  (Dec) 

178  267  G  D  Searle  (Dec) 

6  9  Sears,  Roebuck  (Jan) 

474  439  Seatrain  Lines  (June) 


303,465 
1,322,568 

216,212 
7,623,096 

332,676 


444,513 

516,050 

201,459 

9,262,162 

99,887 


129,398 
355,895 
692,817 
11,779,329 
239,400 


12,755 
36,757 
31,930 
464,201 
17,440 


■  396  Seattle-First  National  Bank  (Dec)  2,548,663  164,025  157,500  19,214 

■  ■  Security  National  Bank  Huntington  L I  (Dec)  1,160,949  70,899  104,390  10,557 
220  145  Security  Pacific  National  Bank  Cal  (Dec)  8,038,070  505,802  610,805  54,765 
493  ■  Sedco(June)  149,000  87,000  226,925  8,857 
394          ■  Seven-Up  (Dec)  53,281  100,257  311,100  9,543 


155 

■ 

■ 

41 

25 

26 

■ 

315 

465 

205 

105 

423 

■ 

■ 

317 

160 

52 

■ 

111 

■ 

348 

■ 

391 

■ 

■ 

462 

159 

235 

■ 

■ 

466 

■ 

430 

408 


16 
497 


91 


Shawmut  Association  (Dec) 
Shell  Oil  (Dec) 
Sherwin-Williams  (Aug) 
Signal  Companies  (Dec) 
Simplicity  Pattern  (Dec) 
Singer  (Dec) 


1,681,690 
4,609,763 
388,106 
1,322,690 
75,522 
1,635,034 


105,585 
3,589,546 

525,788 

1,412,187 

85,194 

2,125,059 


97,750 
3,192,364 
249,047 
280,127 
424,939 
977,275 


192 

■ 

380 

■ 


11,684 
237,205 
15,077 
—48,490 
10,755 
75,123 


Skyline  (May)  43,493  210,981  379,890  11,122 

A  0  Smith  (Dec)  278,137  413,097  116,565  9,433 

Smith  Kline  fc  French  Laboratories  (Dec)  264,262  347,023  741,234  43,654 

Society  Corp  (Dec)  1,194,503  68,169  46,800  6,642 

South  Carolina  Electric  i  Gas  (Dec)  556,746  131,090  274,793  20,738 

South  Carolina  National  Bank  (Dec)  648,645  41,058  63,279  6,894 


■   Not  on  500  list,     t    Plus  stock. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15.  1971. 


18)  R  J  Reynolds  Industries:  Formerly  R  J  Reynolds  Tobacco. 

19)  St  Joe   Minerals:  Formerly  St  Joseph  Lead. 

20)  Schering-Plough:  All   1970  figures  include  Sherlng  Corp  and  Plough 
Reorganization  effected  Jan.   16,   1971. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Cash  Flow 
($000) 


PER  SHARE  DATA:  1970 


Extraordinary 
Cdt/Chg  (— ) 


Earnings    Dividend 


Market 
Price  (Dec.  31) 


Chief  Executive 


His  Total  Ranited 

Remuneration^   Among  737 
($)  Others 


Officers  &  Directors 
As  a  Group 
Total 
Remuneration    Number 
($)  In  Group 


16,380 

31,691 

259,038 

115,949 

39,121 


1.62 
2.21 
4.56 
2.51 
2.71 


1.25 
1.00 
2.40 
1.10 
0.95 


20% 
69% 
53  Vs 
26% 
64  V2 


J  H  Eikenberg 
C  Revson 
A  H  Galloway 
RS  Reynolds  Jr 
H  R  Marschalk 


177,000 
255,000 
244,700 
198,594 
187,296 


219 

63 

86 

169 

191 


980,357 
2,325,217 
1,647,751 
2,544.595 
1,856,935 


23 
35 
21 
37 
26 


15,833 
11,398 
7,226 
17,701 
31,511 


59,252 
19,807 
28,721 
119,471 
32.798 


33,716 
77,952 
37,077 
124,592 
57,047 


40,116 
88,755 
23,728 
6,960 
92,644 


-0.24 


2.72 

8.15 
6.72 
1.24 
2.29 


0.95 
3.20 
3.60 
0.40 
1.20t 


36 

61^2 

59 
26 
26% 


W  M  Pace 
LA  Jennings 
C  H  Gifford  Jr 
E  C  Robins 
F  E  Drake  Jr 


80,767 

NA 
105,467 
105,550 
111,833 


651 

525 
524 
497 


0.33 


4.05 
1.28 
4.44 
2.70 
3.10 


1.60t 
0.71 

1.20 
1.15 
2.00 


87% 
27% 

613/4 

34 
261/2 


V  L  Gregory  Jr 
6  F  Rorer 
G  H  Sweany 
Q  Reynolds 
L  Riggs  III 


81,225 
103,600 

95,000 
155,000 
120,000 


650 
535 
577 
287 
451 


0.27 
-0.37 


3.21 
2.56 
1.82 
2.35 
1.90 


1.12 
1.60 
1.08 
1.60 
0.80 


531/2 
37  Va 
23 
25 
62% 


R  M  Hubbs 
W  R  Adams 
J  F  Sinnott# 
E  S  Marsh 
W  H  Conzen 


117,708 
135,800 
90,800 
202,200 
120,000 


472 
379 
594 
150 
451 


-0.11 
0.50 


3.02 
4.22 
0.21 
1.68 
1.42 


1.40 
1.40 
0.45 
0.56 
1.00 


69 
87V2 

14% 
20 '/4 
24 


RAUihIeinJr 
J  Riboud 
E  E  Mead 
W  R  Schaub 
H  F  Dunning 


246,869 
175,000 
205,133 
81,350 
181,344 


85 

225 
144 
647 
204 


552,840 

NA 
513,774 
601,771 
748,316 


1,690,826 
549,525 
564,000 

2,558,000 
806,346 


830,678 
1,652,733 
488,786 
728,404 
467,445 


1,751,035 
1,283,311 
1,279,562 
545,364 
1,735,783 


20 


15 
30 


26 
14 
23 
45 
26 


29 
35 
23 
18 
15 


39 
24 
23 
18 
32 


25,343 
67,309 
37,122 
568,064 
29,617 


0.16 


3.08 
4.05 
2.32 

3.01 
1.28 


1.40 
2.20 
1.30 

1.35 
none 


40^2 
391/2 
52% 
761/4 
171/2 


M  Baldrige 
W  T  Rice 
D  0  Searle 
G  M  Metcalf 
JKahn 


200,945 
140,000 
90,667 
375,000 
100,000 


154 
355 
595 
12 
548 


854,373 
867,450 
946,798 
3,873,045 
516,967 


17 
35 
21 
36 
11 


19,214 

4.27 

1.60 

35 

W  M  Jenkins 

NA 

534.618 

22 

11,119 

3.62 

1.00t 

35% 

P  J  Clifford 

95,000 

577 

602,254 

29 

77,497 

2.70 

1.07 

29% 

F  G  Larkin  Jr 

180,000 

205 

2,102,813 

33 

17,157 

1.00 

0.08 

251/2 

W  P  ClemenU  Jr 

80,000 

654 

487,646 

15 

10,459 

1.75 

0.65 

61 

BH  Wells 

90,000 

600 

611,000 

15 

13,168 

5.98 

3.00 

50 

L  H  Martin 

100,000 

548 

480,950 

27 

606,613 

3.52 

2.40 

47% 

D  B  Kemball-Cook 

225,000 

108 

2,618,833 

41 

25,723 

0.10 

2.62 

2.00 

46% 

E  C  Baldwin 

140,000 

355 

895,138 

26 

—4,514 

-0.31 

-2.68 

1.05 

14% 

F  N  Shumway 

179,400 

213 

1,528,389 

23 

12,519 

-0.04 

2.43 

0.84t 

95% 

J  J  Shapiro 

140,000 

355 

531,041 

13 

129,856 

4.25 

2.40 

65 

D  P  Kircher 

280,375 

44 

2,375,690 

45 

12,339 

0.99 

0.16 

33% 

AJDecio 

150,000 

306 

499,285 

10 

19,284 

0.87 

3.82 

1.40 

471/2 

L  B  Smith 

129,900 

403 

1,604,001 

35 

51,3)1 

3.01 

2.00 

51 

T  M  Rauch 

207,000 

140 

1,439,193 

26 

7,809 

3.75 

1.10 

321/2 

W  F  Lineberger  Jr 

90,000 

600 

650,458 

36 

34,404 

2.00 

1.24 

.  28% 

A  M  Williams  Jr 

73,000 

680 

674,992 

34 

7,720 

4.22 

1.08 

38% 

J  H  Lumpkin 

NA 

3,298,267 

286 

MA  Not  Available. 
#  New  CEO  in  1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

. 

Assets 

Revenues 

Common 
Market  Value 

- 

Market 

Net 

,     .                    ,«,,.^|^5!5!^,,j^ 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

244 

■ 

■ 

■ 

Southeast  Bancorporation  (Dec) 

1,157,140 

66,665 

183,714 

9,055 

381 

■ 

■ 

■ 

Southern  Cal  First  National  Corp  (Dec) 

709,336 

■      52,901 

46,618 

4,086 

62 

240 

73 

39 

Southern  California  Edison  (Dec) 

3,226,881 

720,661 

1,300,516 

127,495 

64 

238 

64 

58 

Southern  Company  (Dec) 

3,098,121 

738,064 

1,455,563 

100,660 

414 

492 

225 

236 

Southern  Natural  Gas  (Dec) 

638,678 

323,414 

600,308 

36,113 

339 

■ 

344 

240 

Southern  New  England  Telephone  (Dec) 

798,933 

299,783 

385,323 

35,462 

66 

117 

109 

56 

Southern  Pacific  (Dec)                     ^^ 

3,066,260 

1,272,289 

985,890 

106,766 

168 

285 

303 

141 

Southern  Railway  Company  (Dec) 

1,572,930 

602,573 

444,149 

55,762 

■ 

183 

428 

■ 

Southland  Corp  (Dec) 

289,189 

950,721 

277,973 

14,430 

325 

■ 

■ 

■ 

Southwest  Bancshares  (Houston)  (Dec) 

836,974 

47,716 

91,200 

9,054 

259 

■ 

415 

412 

Southwestern  Life  Insurance  (Dec) 

1,080,597 

220,265 

288,079 

18,517 

■ 

■ 

437 

402 

Southwestern  Public  Service  (Aug) 

368,168 

91,001 

267,031 

18,913 

443 

202 

■ 

■ 

Spartans  Industries  (July)                ''^^& 

604,320 

858,782 

94,460 

-3,745 

■ 

445 

287 

260 

Sperry  &  Hutchinson  (Dec) 

504,277 

357,652 

465,932 

32,650 

188 

72 

118 

83 

Sperry  Rand  (Mar) 

1,413,529 

1,755,443 

876,734 

81,014 

■ 

■ 

275 

326 

Square  D  (Dec) 

162,433 

259,427 

502,736 

25,287 

418 

246 

77 

172 

Squibb  Beech-Nut  (Dec) 

632,187 

705,383 

1,241,281 

48,690 

438 

168 

208 

225 

Standard  Brands  (Dec) 

612,145 

1,006,156 

642,189 

37,456 

27 

17 

18 

10 

Standard  Oil  (Calif)  (Dec) 

6,593,551 

4,187,762 

4,623,617 

454,817 

36 

20 

19 

15 

Standard  Oil  (Indiana)  (Dec) 

5,397,471 

3,732,827 

3,623,126 

314,019 

5 

3 

4 

2 

Standard  Oil  (New  Jersey)  (Dec) 

19,241,784 

16,554,227 

16,416,115 

1,309,537 

146 

110 

97 

98 

Standard  Oil  (Ohio)  (Dec)                  '^^ 

1,747,269 

1,374,404 

1,033,296 

69,017 

324 

■ 

■ 

■ 

State  Bank  Albany  N  Y  (Dec) 

843,554 

38,610 

114,931 

11,439 

215 

■ 

■ 

■ 

State  Street  Bank  &  Trust  Boston  (Dec)^* 

1,287,048 

94,992 

93,372 

9,655 

■ 

344 

378 

318 

Stauffer  Chemical  (Dec) 

476,895 

482,543 

341,044 

25,979 

■ 

288 

61 

134 

Sterling  Drug  (Dec)                          ^M 

403,221 

594,412 

1,493,074 

57,324 

423 

191 

■ 

■ 

J  P  Stevens  (Oct)                            '^B 

626,821 

892,565 

213,013 

6,278 

■ 

■ 

■ 

467 

Stone  &  Webster  (Dec)                    ^1 

106,452 

70,039 

156,509 

16,168 

■ 

221 

■ 

■ 

Stop  &  Shop  Companies  (Jan) 

200,638 

789,950 

79,525 

5,637 

407 

203 

439 

254 

Studebaker-Worthington  (Dec) 

648,690 

858,097 

266,418 

33,878 

433 

■ 

■ 

■ 

Suburban  Trust  (Maryland)  (Dec) 

619,420 

42,827 

75,130 

7.715 

77 

59 

62 

34 

Sun  Oil  (Dec) 

2,766,722 

1,941,906 

1,475,089 

139,075 

". 

402 

407 

■ 

Sunbeam  (Mar) 

325,148 

399,276 

299,936 

14,163 

■ 

209 

■ 

■ 

Super  Valu  Stores  (Dec) 

99,380 

832,121 

54,443 

4,824 

500 

■ 

175 

■ 

Superior  Oil  (Dec) 

525,764 

120,234 

701,861 

12,271 

■ 

215 

■ 

■ 

Supermarkets  General  (Jan) 

187,503 

807,458 

110,927 

7,706 

328 

30 

362 

291 

Swift  (Oct) 

825,482 

3,076,378 

363,518 

29,018 

■ 

479 

432 

■ 

Sybron  (Dec) 

295,657 

333,224 

272,854 

12,592 

365 

■ 

■ 

■ 

Talcott  National  (Dec) 

745,836 

90,725 

59,387 

6,059 

■ 

■ 

416 

450 

Tampa  Electric  (Dec) 

402,793 

91,336 

287,751 

17,020 

■ 

■ 

233 

410 

Tampax  (Dec) 

64,174 

76,523 

583,947 

18,563 

■ 

■ 

460 

■ 

Tandy  (June) 

173,914 

253,319 

254,092 

9,106 

■ 

■ 

136 

■ 

Technicon  (Dec) 

105,142 

101,904 

831,915 

12,429 

■ 

375 

436 

373 

Tecumseh  Products  (Dec) 

151,914 

426,812 

267,981 

21,030 

■ 

■ 

495 

■ 

Tektronix  (May) 

151,155 

165,205 

224,942 

14,254 

288 

128 

179 

117 

Teledyne  (Oct) 

971,067 

1,216,448 

692,006 

64,120 

46 

43 

58 

27 

Tenneco  (Dec) 

4,343,793 

2,524,740 

1,546,312 

157,809 

■    Not  on  500  list. 
All  per-shure  data  & 

t    Plus  s 
djusted 

ock. 

(or  stock  spl 

21) 
ts  and  dividends  through  May   15,   1971. 

state  Street  Bank  &  Trust:  Holding 
now  State  Street  Boston  Financial. 

company  formed; 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

As  a  Group 

His  Total 
Remuneration^!: 

Ranked 
Among  737 

Total 
Remuneration 

Number 

Cash  Flow 

Extraordinary 

Market 

($300) 

Cdt/Chg(— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

10,991 

2.87 

1.27 

61 

H  H  Bassett 

106,873 

520 

571,446 

15 

4,086 

1.30 

0.68 

14^8 

C  C  Blakemore 

NA 

NA 

213,734 

2.70 

1.48 

32  Vs 

J  K  Horton 

150,000 

306 

994,017 

31 

195,985 

1.94 

1.22 

26  y4 

A  W  Vogtie  Jr 

95,833 

573 

798,660 

22 

64,986 

3.52 

1.40 

59% 

J  S  Shaw  Jr 

139,108 

367 

764,977 

24 

79,901 

3.67 

2.60 

39y2 

A  W  Van  Sinderen 

85,000 

629 

681,750 

32 

201,045 

3.98 

1.80 

36% 

B  F  Biaggini 

190,225 

183 

976,377 

24 

105,814 

7.55 

3.20 

62% 

WGCIaytorJr 

118,433 

471 

NA 

28,081 

1.19 

0.16t 

22% 

J  P  Thompson 

186,400 

194 

837,765 

13 

10,030 

3.73 

1.54 

37V2 

A  G  McNeese  Jr 

NA 

413,833 

18,517 

2.33 

0.85 

36»/4 

W  H  Seay 

76,800 

666 

NA 

29.993 

0.91 

0.71 

14  V4 

D  D  Loden 

70,500 

684 

451,733 

22 

7,701 

-0.73 

—0.40 

0.45 

10 

C  C  Basine 

150,000 

306 

816,400 

12 

36,643 

-0.25 

2.85 

1.00 

431/4 

W  S  Beinecke 

200,000 

155 

2,314,300 

40 

181,878 

2.37 

0.50 

255/8 

J  F  Forster 

270,000 

53 

1,386,377 

22 

29,836 

1.18 

0.95 

23V4 

M  P  Kartalia 

165,000 

256 

752,025 

22 

63,511 

2.58 

1.50 

71% 

R  M  Furlaud 

135,000 

382 

1,091,080 

19 

57,474 

2.80 

1.58 

481/2 

H  Weigl 

175,000 

225 

988,517 

25 

780,259 

5.36 

2.80 

541/2 

0  N  Miller 

250,000 

69 

2,840,882 

37 

639,261 

4.55 
5.91 

2.30 

525/8 

J  E  Swearingen 

349,750 

18 

2,491,468 

32 

2,262.998 

3.75 

73% 

J  K  Jamieson 

440,000 

4 

2,307,170 

27 

136,173 

0.25 

3.80 

2.70 

771/4 

C  E  Spahr 

340,780 

20 

1,883,348 

21 

11,972 

4.60 

1.75t 

461/4 

H  E  Harrington 

118,525 

470 

214,377 

25 

11,186 

4.81 

2.40 

461/2 

H  F  Hagemann  Jr 

NA 

NA 

53,288 

2.60 

1.80 

351/4 

RWGunder 

126,200 

415 

1,477,099 

31 

65,200 

1.48 

0.76 

401/4 

J  M  Hiebert 

231,305 

99 

1,508,388 

20 

38.449 

1.02 

2.40 

345/8 

JDFinley 

125,000 

420 

2,067,095 

39 

17,564 

4.11 

1.90 

39% 

W  Stone 

137,206 

375 

472,804 

15 

15,056 

1.80 

0.90 

25% 

S  R  Rabb 

135,000 

382 

688,000 

18 

48,348 

6.42 

1.00 

57       . 

D  H  Ruttenberg 

257,842 

61 

1,597,919 

28 

8,621 

7.14 

2.95 

69V'2 

J  R  Sherwood 

105,024 

528 

651,627 

40 

266,906 

3.19 

l.OOt 

475/8 

RGDunlop 

211,035 

133 

2,131,019 

23 

25,314 

-0.08 

1.21 

0.80 

35% 

R  P  Gwinn 

191,250 

180 

1,459,405 

31 

9,068 

2.30 

1.10 

261/4 

G  W  McKay 

95,308 

576 

1,035,934 

21 

27,580 

3.02 

1.40 

173 

H  B  Keck 

180,000 

205 

971,500 

12 

13,808 

0.01 

1.93 

0.40 

30% 

M  Perlmutter 

100,000 

548 

870,000 

24 

63,359 

2.24 

0.60 

301/8 

R  W  Reneker 

125,000 

420 

1,392,091 

26 

18,516 

-0.37 

1.01 

0.60 

28% 

F  R  Shumway 

150,000 

306 

1,245,559 

36 

13,453 

0.20 

1.52 

1.10 

19% 

H  R  Silverman 

141,800 

350 

874,184 

26 

28,031 

1.45 

0.79 

26% 

W  C  Maclnnes 

80,000 

654 

361,096 

17 

19,895 

6.58 

4.10 

207 

T  F  Casey 

120,000 

451 

668,673 

21 

11,422 

2.25 

none 

5-21/4 

0  D  Tandy 

218,000 

126 

734,811 

14 

16,401 

0.58 

none 

39% 

E  C  Whitehead 

372,600 

13 

813,475 

14 

24,567 

11.53 

3.15 

147 

K  G  Herrick 

70,000 

687 

655,305 

21 

19,495 

1.76 

none 

27% 

H  Vollum 

92,250 

586 

550,203 

16 

95,960 

1.97 

nonet 

24% 

H  E  Singleton 

250,000 

69 

1,280,042 

22 

338,425 

2.09 

1.32 

23% 

1      N  W  Freeman 

178,480 

216 

2,447,149 

40 

lA  Not  Aval 

able. 

t  New  CEO 

In  1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1970 

, 

, 

, 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net^ 

.«S 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

14 

11 

7 

4 

Texaco  (Dec) 

9,923,786 

6,349,759 

9,496,149 

822,016 

190 

■ 

■ 

■ 

Texas  Commerce  Bank  N  A  (Dec) 

1,406,635 

"•   66,769 

121,812 

10,879 

144 

270 

142 

129 

Texas  Eastern  Transmission  (Dec) 

1,754,635 

652,530 

810,324 

59,384 

402 

377 

447 

316 

Texas  Gas  Transmission  (Dec) 

^1 

666,608 

426,494 

259,991 

26,002 

409 

■ 

259 

184 

Texas  Gulf  Sulphur  (Dec) 

647,010 

283,047 

520,360 

45,823 

493 

210 

116 

284 

Texas  Instruments  (Dec) 

531,059 

827,641 

888,318 

29,861 

■ 

■ 

492 

■ 

Texas  Oil  &  Gas  Corp  (Aug) 

^ri 

103,386 

27,331 

227,069 

6,973 

154 

357 

54 

73 

Texas  Utilities  (Dec) 

^» 

1,691,493 

453,035 

1,586,000 

86,496 

287 

83 

194 

106 

Textron  (Dec) 

n 

976,085 

1,611,851 

664,087 

66,736 

■ 

484 

■ 

■ 

Thrifty  Drug  Stores  (Aug) 

w 

125,863 

328,807 

99,693 

8,277 

480 

274 

396 

384 

Time  Inc  (Dec) 

• 

545,616 

632,618 

309,330 

20,627 

■ 

345 

234 

282 

Times-Mirror  (Dec) 

402,181 

481,845 

583,628 

30,147 

■ 

412 

374 

294 

Timken  Company  (Dec)^^ 

^u 

389,645 

389,196 

350,053 

28,615 

■ 

■ 

395 

433 

Trane  (Dec) 

^H 

196,299 

245,207 

309,798 

17,566 

455 

■ 

382 

371 

Trans-Union  Corp  (Dec) 

'M 

572,260 

194,980 

336,996 

21,165 

191 

139 

■ 

■ 

Trans  World  Airlines  (Dec) 

^ 

1,405,765 

1,157,377 

143,399 

-63,509 

50 

96 

105 

195 

Transamerica  (Dec) 

"-* 

3,723,237 

1,483,916 

1,004,110 

42,645 

214 

401 

310 

181 

Transcontinental  Gas  Pipe  Line  (Dec) 

1,288,481 

399,624 

433,427 

46,064 

26 

29 

65 

77 

Travelers  (Dec) 

mr 

7,052,966 

3,129,564 

1,454,894 

83,736 

267 

■ 

■ 

■ 

Trust  Company  Georgia  (Dec) 

1,063,925 

79,612 

117,720 

9,693 

261 

86 

133 

84 

TRW  (Dec) 

1,074,103 

1,585,188 

843,434 

79,315 

103 

85 

338 

■ 

UAL  (Dec) 

^tt 

2,179,695 

1,590,070 

397,586 

-40,877 

81 

■ 

■ 

446 

Unionamerica  (Dec) 

^1 

2,677,618 

185,915 

210,987 

17,139 

■ 

350 

293 

276 

Union  Camp  (Dec) 

^m 

524,963 

462,200 

458,873 

30,777 

52 

31 

35 

28 

Union  Carbide  (Dec) 

3,563,795 

3,026,326 

2,411,600 

157,312 

314 

■ 

■ 

■ 

Union  Commerce  Corp  Cleveland  (Dec 

1 

877,146 

58,532 

70,294 

11,187 

195 

■ 

223 

127 

Union  Electric  (Dec) 

1,398,650 

316,728 

606,273 

59,878 

327 

■ 

■ 

■ 

Union  National  Bank  Pittsburgh  (Dec) 

825,943 

49,125 

64,000 

7,047 

94 

67 

99 

47 

Union  Oil  California  (Dec) 

m 

2,514,873 

1,811,210 

1,020,528 

114,461 

75 

186 

108 

53 

Union  Pacific  Corp  (Dec) 

2,781,695 

923,922 

987,360 

111,269 

313 

■ 

'  ■ 

-— r 

Union  Planters  National  Bank  Memphi 

s  (Dec) 

877,772 

45,185 

62,250 

5,049 

478 

■ 

■ 

■ 

Union  Trust  Maryland  (Dec) 

546,353 

32,112 

60,074 

6,818 

461 

■ 

■ 

■ 

Union  Trust  New  Haven  Conn  (Dec) 

562,766 

38,599 

63,576 

6,078 

210 

91 

237 

336 

Uniroyal  (Dec) 

^ 

1,308,428 

1,555,594 

578,231 

24,121 

171 

46 

329 

188 

United  Aircraft  (Dec) 

«_,^ 

1,546,375 

2,348,945 

408,578 

45,280 

357 

■ 

■ 

■ 

United  Banks  of  Colorado  (Dec)"^ 

761,949 

49,722 

48,222 

5,533 

258 

108 

■ 

■ 

United  Brands  (Dec)"" 

'Pi 

1,090,017 

1,395,704 

177,788 

-2,091 

312 

■ 

■ 

■ 

United  Jersey  Banks  (Dec)^^ 

879,226 

50,904 

82,581 

6,828 

361 

245 

■ 

448     ^ 

United  Merchants  &  Manufacturers  (June) 

755,533 

708,196 

169,400 

17,102 

143 

■ 

■ 

■ 

United  States  Bancorp  Portland  (Dec) 

1,759,388 

113,644 

116,438 

12,833 

197 

237 

189 

331 

U  S  Fidelity  &  Guaranty  (Dec) 

1,379,494 

738,289 

670,186 

24,547 

■ 

429 

■ 

■ 

United  States  Freight  (Dec) 

II 

145,949 

372,853 

158,319 

5,894 

462 

351 

257 

338 

United  States  Gypsum  (Dec) 

^li 

562,579 

461,618 

527,790 

24,013 

322 

125 

305 

112 

U  S  Industries  (Dec) 

848,521 

1,231,506 

442,538 

65,784 

397 

■ 

■ 

■ 

United  States  National  Bank  San  Diego  (Dec) 

678,199 

40,131 

42,930 

2,517 

237 

112 

148 

263 

>'  S  Plywood-Champion  Papers  (Dec) 

1,191,794 

1,355,994 

793,456 

32,525 

28 

15 

49 

30 

United  States  Steel  (Dec) 

6,311,038 

4,814,368 

1,767,264 

147,491 

■   Not  on  500  list,     t    Plus  stoclc. 

All  per-shore  data  adjusted  for  stock  splits  and  dividends  through  May   15,   1971 


22)  Timken  Company;  Formerly  Timken  Roller  Bearing. 

23)  United  Banks  of  Colorado:  Formerly  Denver  U  S  Bancorp. 

24)  United  Brands:  Formerly  AMK. 

25)  United  Jersey  Banks:  Formerly  Peoples  Trust  Bergen  County. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

As  a  Group 

His  Total 
Remunerationi: 

Ranked 
Among  737 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

(SOOO) 

Cdt/Chg(— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

1,191,621 

3.02 

1.60 

34^/8 

AC  Long 

130,775 

395 

2,885,384 

44 

11,989 

3.40 

1.54 

38  Vs 

J  E  Whitmore 

NA 

2,744,285 

190 

129,689 

2.70 

1.43 

40V2 

B  D  Goodrich 

182,000 

203 

1,248,000 

24 

57,822 

2.79 

1.48 

38  V2 

WIVI  Elmer 

151,000 

302 

1,168,192 

27 

61,401 

1.51 

0.60 

i7y8 

C  0  Stephens 

209,490 

135 

1,088,163 

22 

84,659 

2,71 

0.80 

801/2 

M  Shepherd  Jr 

142,000 

348 

2,368,777 

52 

9,904 

0.09 

0.98 

0.03 

29% 

L  A  Beecherl  Jr 

78,333 

660 

417,499 

15 

134,125 

3.33 

1.77 

61 

C  A  Tatum  Jr 

112,518 

492 

569,619 

14 

103,130 

1.90 

0.90 

245/8 

GW  Miller 

228,108 

105 

1,340,879 

34 

10,296 

0.18 

1.78 

0.60 

21% 

L  H  Straus 

119,000 

468 

959,158 

23 

37.298 

0.08 

2.84 

1.90 

42% 

AHeiskei! 

174,663 

236 

2,688,317 

42 

30,147 

-0.03 

1.80 

0,50 

39 1/8 

F  D  Murphy 

NA 

NA 

45,671 

2.69 

1.80 

32% 

H  E  Markley 

160,370 

272 

1,203,455 

19 

22,247 

3.22 

0.90 

563/4 

T  Hancock 

140,000 

355 

736,612 

20 

39,464 

0.21 

2.32 

1.18 

37 

J  W  Van  Gorkom 

139,375 

365 

595,673 

12 

44,633 

-6.39 

none 

13% 

CCTillinghastJr 

100,000 

548 

1,390,226 

41 

78,558 

0.23 

0.66 

0.54t 

15% 

J  R  Beckett 

165,000 

256 

1,518,881 

37 

88,628 

1.78 

1.09 

19V2 

J  B  Henderson 

132.539 

392 

723,618 

18 

83.736 

0.06 

1.77 

0.80 

321/4 

R  C  Wilkins 

219,250 

122 

1,632,378 

31 

11.405 

4.49 

1.65 

54  ¥2 

G  S  Craft 

85,600 

626 

696,747 

36 

123.327 

2.40 

1.05 

34% 

H  A  Shepard 

265,000 

56 

3,445,848 

47 

127,824 

-2.33 

0.75 

22% 

GKeck 

150,000 

306 

653,721 

22 

19,205 

2.07 

0.70 

25% 

H  J  Volk 

146,750 

332 

NA 

60,566 

2.05 

1,00 

30% 

ACalderJr 

178,074 

217 

1,556,003 

33 

393.747 

2.60 

2.00 

39% 

B  Mason  Jr# 

351,000 

16 

3,191,576 

33 

11,187 

4.36 

1.65 

28% 

A  L  Jones 

97,291 

571 

175,662 

16 

97,971 

1.92 

1.26 

20% 

C  J  Daugherty 

125,000 

420 

765,616 

24 

7,047 

2.82 

1,12 

25% 

W  B  McFall 

NA 

NA 

24 

343.512 

2.80 

1.60 

36 

F  L  Hartley 

190,000 

184 

1,115,727 

23 

208,322 

5.27 

2.00 

46y4      . 

F  E  Barnett 

168,250 

249 

882,543 

26 

5,606 

-0.01 

3.37 

1.80 

41% 

C  B  Harrison 

NA 

2,029,299 

173 

7,284 

5.83 

2.25 

49 

J  B  Browne 

82,212 

645 

398,520 

34 

6,673 

3.44 

1.80t 

36 

TF  Richardson 

65,000 

699 

573,891 

31 

74.621 

0.73 

0.70 

21% 

OR  Vila 

216,029 

128 

967,932 

31 

121,008 

3.74 

1.80 

33% 

W  P  Gwinn 

199,750 

168 

1,753,795 

36 

1.0% 

2.24 

1.00 

19 

R  D  Knight  Jr 

90,540 

596 

356,353 

17 

23.678 

-0.58 

-0.35 

0,30 

16% 

E  M  Black 

172,850 

239 

1,151,000 

23 

7.976 

3.74 

1,90 

451/4 

E  A  Jesser  Jr 

70,275 

685 

311,451 

18 

,    28.284 

2.81 

1,30 

28 

M  R  Haskel 

65,180 

698 

1,410,000 

43 

15.387 

3.15 

1,40 

28% 

L  B  Staver 

104,874 

532 

566,661 

38 

24,547 

-0.80 

1.51 

2.15 

41 

W  J  Jeffery 

97,790 

570 

874,254 

43 

11.104 

-0.11 

0.90 

1.40 

24% 

G  R  Moir 

153,775 

292 

744,300 

14 

■    42.132 

0.31 

2.51 

3.00 

6?% 

G  J  Morgan 

150,000 

306 

1,112,580 

28 

;   87.590 

2.01 

0.50 

191/4 

1 J  Billera 

176,790 

220 

1,205,984 

24 

!     3,624 

1.55 

0.49t 

26% 

C  A  Smith 

NA 

NA 

79.321 

-0.19 

0.78 

0.84 

27% 

K  R  Bendetsen 

175,000 

225 

1,177,278 

25 

;  443,997 

2.72 

2.40 

32% 

E  H  Gott 

300,000 

34 

5,918,913 

87 

(A  Not  Ava 

lable. 

- 

in  1971. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1970 


Market       Net 
Assets  Revenues   Value     Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


Common 

Market  Value 

($000) 


Net  Profits 
($000) 


194 
213 


386 


131 


335 

136 
255 

■ 

96 


280 
468 


335 

■ 

393 
338 
403 


373 


473 
234 

378 

119 


199 


170 


187 


222 


United  Utilities  (Dec) 
United  Virginia  Bankshares  (Dec) 
Universal  Leaf  Tobacco  (June) 
Universal  Oil  Products  (Dec) 
Upjohn  (Dec) 


1,399,095 

1,299,505 

143,469 

392,886 

405,280 


496,236 
85,868 
409,404 
494,299 
393,883 


658,460 
152,823 
82,282 
218,250 
711,887 


169 

■ 

490 


468 
409 
279 
423 


USLIFE  Corp  (Dec)'* 

USM  (Feb) 

Utah  Construction  &  Mining  (Oct) 

Utah  Power  &  Light  (Dec) 

Valley  National  Bank  Arizona  (Dec) 


696,237 
461,680 
360,676 
463,225 
1,851,155 


174,310 

429,684 

90,961 

91,510 

127,967 


200,739 
108,383 
712,050 
179,759 
229,097 


425  128 

■  ■ 

208  ■ 

■  410 


94 


313 


32 


61 


Waldbaum  (Dec) 
Walgreen  (Sept) 
Ward  Foods  (Dec) 
Warner-Lambert  Company  (Dec)'^ 
Washington  National  Corp  (Dec) 


50,105 

214,592 

198,584 

1,006,765 

554,864 


335,136 
743,592 
426,224 
1,256,597 
240,914 


19,000 

151,200 

33,605 

2,626,359 

120,192 


45,363 
7,972 
7,513 
5,572 

37,674 


16,154 
18,597 
30,273 
18,034 
13,962 


Virginia  Commonwealth  Bankshares  (Dec)  804,015  61,194  65,099  5,894 

Virginia  Electric  &  Power  (Dec)  1,829,524  374,880  856,199  72,154 

Virginia  National  Bank  Norfolk  (Dec)  1,098,364  74,666  113,025  8,937 

Vornado(Jan)  316,650  837,895  115,620  10,728 

Wachovia  Corp  Winston-Salem  (Dec)  2,300,242  194,531  294,930  26,288 


2,510 

9,402 

—2,939 

98,335 

10,126 


30 

■ 

10 

316 

57 

■ 

■ 

138 
432 
473 


427 
434 
375 
439 


392 
427 
227 
409 
16 

382 
475 
124 
317 
134 


244 
214 

■ 

220 
323 


342 

■ 

127 

349 

31 


257 

■ 

149 

344 

40 


Wells  Fargo  (Dec) 
West  Point-Pepperell  (Aug) 
Western  Bancorporation  (Dec) 
Western  Union  (Dec) 
Westinghouse  Electric  (Dec) 


6,225,566 

259,471 

11,409,817 

868,059 

3,358,167 


411,651 
373,864 
760,987 
392,856 
4,313,410 


388,056 
125,281 
860,776 
379,302 
2,737,017 


473 

■ 

22 

■ 

144 


447 

■ 

41 

■ 

366 


Westvaco  (Oct) 
Wetterau  Foods  (Mar) 
Weyerhaeuser  (Dec) 
Wheeling-Pittsburgh  Steel  (Dec) 
Whirlpool  (Dec) 


500,834 

45,446 

1,792,349 

620,104 

549,799 


420,344 
334,303 

1,233,423 
523,006 

1,196,845 


240,396 

62,766 

3,440,095 

41,849 

798,459 


440 


White  Consolidated  Industries  (Dec) 
White  Motor  (Dec) 
Whitney  Holding  Corp  (Dec) 
Whittaker  (Oct) 
Wickes  (Jan) 


623,442 
618,329 
723,733 
610,478 
252,611 


709,341 
810,009 
39,813 
792.720 
515,347 


140,678 
111,809 
87,360 
139,388 
266,000 


32,731 

8,652 

54,222 

23,350 

126,999 


17,130 

3,766 

124,207 

4,845 

21,619 


—10,617 
-19,340 

9,817 
—8,425 

7,539 


■ 

■ 

442 

■ 

Willamette  Industries  (Dec) 

162,283 

172,862 

265,616 

10,865 

■ 

■ 

■ 

315 

Williams  Brothers  (Dec) 

485,675 

235,231 

197,480 

26.151 

■ 

103 

280 

302 

Winn-Dixie  Stores  (June) 

201,337 

1,418,916 

488,259 

27.615 

490 

■ 

■ 

■ 

Winters  National  Bank  &  Tr  Dayton  (Dec) 

535,415 

29,000 

52,159 

6,570    i 

279 

■ 

364 

264 

Wisconsin  Electric  Power  (Dec) 

1,008,076 

287,746 

360,283 

32,310 

185 

42 

96 

88 

F  W  Woolworth  (Dec) 

1,436,297 

2,527,965 

1,053,244 

76.624 

252 

■ 

■ 

■ 

WPNB  Pittsburgh  (Dec) 

1,124,412 

68,360 

65,740 

8,919 

■ 

■ 

■ 

193 

Wm  Wrigley  Jr  (Dec) 

139,779 

176,895 

213,036 

15,183 

129 

73 

9 

21 

Xerox  (Dec) 

1,857,325 

1,718,587 

6,784,109 

187,691 

■ 

419 

328 

347 

Zaie  (Mar) 

42,417 

384,172 

409,553 

23,270 

■ 

252 

■ 

■ 

Zayre  (Jan) 

252,326 

683,131 

146,097 

7.663 

■ 

297 

174 

330 

Zenith  Radio  (Dec) 

331,853 

573,144 

703,740 

24,702 

■   Not 

All  per. 

3n  500  list. 
share  data 

t    Plus  stock. 

adiusted  for  stock  splits  and  dividends  throuqh  Mo\    IS    1971. 

26) 
27) 

USLIFE  Corp:  Fo 
Warner-Lambert: 
13,  1970.  Name  c 

rmerlv  U  S  Life  Hold 
All  1970  figures  inci 
langed  from  Warner 

ing. 

ude  Parke.  Davis  acqu 
Lambert  Pharmaceuf 

Ired  Nov. 
cal. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE 

DATA:  1970 

As  a  Group 

His  Total 
Remuneration^ 

Ranked 
Among  737 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market          1 

Number 

($000) 

Cdt/Chg(— ) 

Earnings 

Dividend     Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

111.511 

1.15 

0.92 

203/4 

PHHenson 

135,000 

382 

956,985 

33 

10.329 

1.72 

0.98 

33 

J  H  Wilkinson  Jr 

100,000 

548 

890,878 

42 

10.622 

3.05 

1.50 

33% 

G  L  Crenshaw 

92,520 

584 

936,900 

19 

18,538 

0.07 

0.57 

0.80 

221/4 

M  PVenema 

158,300 

281 

1,061,241 

21 

49.744 

2.56 

1.60 

48% 

R  T  Parfet  Jr 

191,626 

178 

1,642,049 

27 

16.154 

0.02 

2.49 

0.50 

341/4 

G  E  Crosby  Jr 

119,432 

466 

634,010 

35 

39  468 

3.62 

1.60 

221/2 

W  S  Brewster 

152,250 

298 

1,064,374 

25 

37.088 

2.27 

0.65 

50 1/2 

E  W  Littlefield 

129,146 

404 

1,006,480 

26 

28,354 

3.06 

1.89 

335/8 

E  A  Hunter 

55,833 

714 

392,000 

21 

16,342 

1.64 

0.66 

25% 

E  L  Bimson 

NA 

855,500 

17 

6.957 

2.06 

0.80 

23% 

H  C  Moseley 

82,913 

643 

808,254 

52 

118,995 

1.80 

1.12 

23  V2 

J  M  McGurn 

102,000 

537 

763,175 

28 

10.954 

-0.01 

2.17 

1.00 

271/2 

W  Harrison 

85,000 

629 

1,003,967 

34 

10.728 

1.90 

none 

201/2 

FZIssu 

125,000 

420 

658,068 

16 

29.472 

0.05 

3.68 

1.10 

58 

J  F  Watlington  Jr 

155,000 

287 

1,013,663 

37 

5.267 

1.32 

nonet 

10 

1  Waldbaum 

79,000 

658 

501,740 

17 

15.456 

1.48 

1.00 

235/8 

C  R  Walgreen  Jr# 

112,200 

495 

795.549 

18 

3.354 

-1.35 

-0.94 

nonei' 

103/4 

CWCallJr 

120,000 

451 

549,000 

12 

126.538 

2.57 

1.18 

68 1/2 

S  K  Hensiey 

238,333 

91 

1,976,151 

39 

10.126 

1.51 

0.68 

213/8 

G  P  Kendall 

84,630 

640 

656,367 

13 

39.985 

3.55 

1.60 

417/8 

R  P  Cooley 

176,609 

221 

1,768,535 

51 

22.619 

0.15 

1.82 

1.30 

263/8 

J  L  Lanier# 

126,400 

414 

740,948 

25 

68,680 

-0.84 

2.38 

1.30 

373/4 

FLKing 

120,000 

451 

1,101,111 

38 

84,192 

2.28 

1.40 

42 

R  W  McFall 

187,341 

190 

819,583 

20 

214.014 

3.06 

1.80 

663/4 

D  C  Burnam 

236,748 

94 

4,376,087 

66 

40,392 

1.62 

1.05 

23 

DL  Luke  III 

163,000 

261 

1,163,000 

28 

5,131 

1.19 

0.44t 

193/4 

T  C  Wetterau 

45,051 

728 

583,273 

26 

221,134 

1.87 

0.80 

571/4 

G  H  Weyerhaeuser 

215,000 

129 

1,849,446 

33 

36,532 

0.49 

none 

111/2 

A  R  Maxwell  Jr 

175,876 

223 

1,172,284 

30 

51.407 

-1.18 

1.83 

1.60 

67 1/4 

E  Gray  II 

186,130 

195 

1,267,103 

26 

668 

-3.75 

-1.49 

0.40 

135/8    • 

E  S  Reddig 

300,000 

34 

1,782,050 

28 

-10,734 

-3.12 

0.50 

171/8 

H  J  Nave 

NA 

NA 

9,817 

0.16 

8.77 

3.50 

78 

K  W  Berry 

NA 

NA 

9,941 

-0.76 

—0.48 

none 

71/2 

J  F  Alibrandi 

120,000 

451 

1,787,540 

26 

14,347 

1.08 

1.00 

38 

D  M  Fitz-Gerald 

120,858 

447 

789,775 

21 

21,024 

1.06 

0.50t 

26 

W  Swindells  Sr 

100,000 

548 

605,800 

17 

^,717 

0.16 

3.42 

none 

335/8 

J  H  Williams 

102,000 

537 

698,234 

14 

40,829 

2.18 

1.65 

385/8 

B  1  Thomas 

195,546 

171 

2,207,126 

31 

6,570 

5.42 

2.00t 

43 

R  A  Kerr 

NA 

NA 

95 

59.674 

2.06 

1.42 

241/8 

J  G  Quale 

94,167 

582 

610,187 

23 

123,819 

2.52 

1.20 

361/2 

L  A  Burcham 

312,017 

26 

NA 

9,751 

3.40 

1.06 

253/4 

M  ACancelliere 

110,577 

499 

266,467 

19 

19.911 

7.71 

5.00 

108 1/4 

W  Wrigley 

100,590 

542 

767,000 

24 

445.435 

2.40 

0.60 

86 1/2 

C  P  McColough 

304,493 

32 

2,714,123 

32 

23.270 

1.90 

0.64 

37 

B  A  Lipshy# 

100,000 

548 

1,047,850 

33 

17.233 

1.62 

none 

311/2 

S  H  Feldberg 

75,000 

671 

900,315 

18 

37,186 

1.30 

1.40 

37 

J  S  Wright 

161,632 

267 

1,307,000 

27 

A  Not  Available  #  New  CEO  In  1971.  General  Notes:  I)  The  total  common  market  value  is  derived  by  multiplying  the  Dec.  31,  1970  common  stock  price  by 
le  shares  outstanding.  2)  Many  banks  have  formed  holding  companies  and  Forbes  has  used  combined  figures  to  avoid  distortions.  3  Net  profits  include  all 
(♦raordinary  credits  or  charges  to  income.  Many  life  insurance  companies  chose  to  report  "adiusted  profits"  m  accordance  with  the  rriethod  developed  by  the  Associa- 
>nof  Insurance  and  Financial  Analysts.  Otherwise  statutory  profits  were  used.  4)  Many  financial  institutions  do  not  report  depreciation  charges  In  those  cases  the 
it  income  figures  and  the  cash  flow  figure  will  be  identical.  5)   Lockheed  Aircraft  was  excluded  from  list  because  no  financial  figures  were  available  at  press  time. 
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Who  just  patented  a  way  to 
double  the  life  of  cutting  tools? 


Colt  Industries. 

We  call  it  Particle  Metallurgy 
(P/M'"),  and  here's  how  we  work  it 
at  our  Crucible  Specialty  Metals 
Division  in  Syracuse,  New  York. 

Streams  of  molten  high-speed 
tool  steel  are  atomized  by  jets  of 
inert  gas  into  tiny  beads  of  metal  - 
true  micro-ingots. 

These  particles  are  compacted 
under  heat  and  tremendous 
pressure  into  a  dense,  tough,  solid 
steel  stock,  stronger  and  more 
homogeneous  than  the  parent  alloy. 


A  steel  so  tough  that  cutting  tools 
made  from  it  last  more  than  twice 
as  long  as  those  made  from 
conventionally  rolled  or  forged 
high-speed  alloys. 

Our  Particle  Metallurgy 
represents  a  major  breakthrough 
in  the  $100-miHion-a-year  high- 
speed cutting  tool  market.  We  have 
obtained  eight  patents  on  the 
process. 

But  this  is  only  the  beginning. 
Already  under  study  are  P/M 
applications  to  raise  performance 


levels,  cut  costs  in  other  broad 
markets  for  sophisticated  steel 
and  titanium  alloys. 

Pressing  forward  on  tech- 
nological frontiers  is  what  keeps 
Colt  Industries  thriving  and 
growing  as  a  supplier  of  specialty 
metals,  essential  equipment  and 
advanced  components  to  nearly  ] 
every  industry  in  America. 

Colt  Industries,  430  Park  Ave 
New  York,  N.Y.  10022. 

You  remember  us.  A  son-of-a 
gun  of  a  company. 


Son  of  a  gun! 
What  else  do  they  do? 


Materials  Group 


Crucible  Alloy  Division 

Box  226.  Midland.  Pennsylvania  15059 
Special  and  standard  grade  steels  in  billets, 
blooms  and  bars/Agricultural  discs  and 
shapes/Vacuum  arc  remelt  products 

Crucible  Magnetics  Division 

Box  100.  Elizabethtown.  Kentucky  42701 
Permanent  magnets  for  electronic  devices  and 
industrial  appNcations/Weldmg  rods/Cobalt- 
chromium-tungsten  alloys  for  valves  and 
other  components 

Crucible  Specialty  Metals  Division 

Box  977.  Syracuse.  New  York  13201 
High-speed  steels/Mold  and  die  steels/Tool 
steels/Stamless  steels/High- temperature 
alloys/Automotive  valve  steels/Commercially 
pure  titanium/Beta  III  and  titamum-base  alloys 
— all  in  bar,  rod  and  wire  form 

Crucible  Spring  Division 

1  McCandless  Avenue 

Pittsburgh, Pennsylvania  15201 

Hot-wound  coil  springs  for  railroads  and  other 

industries 

Crucible  Stainless  Steel  Division 

Box  226,  Midland,  Pennsylvania  15059 
Stainless  sheet  and  stnp/Titanium  and  titanium 
alloy  billets,  plate,  sheet  and  strip 

Trent  Tube  Division 

Church  Street,  East  Troy.  Wisconsin  53120 
Stainless  steel  welded  tubing  in  straight 
lengths  to  150  feet  and  m  continuous  coils  up 
to  3,500  feet/Stamless,  high  alloy  and  titanium 
tubing/High  alloy  and  stainless  pipe 

Crucible  Spaulding  Operation 
Box  32,  Harrison,  New  Jersey  07029 
Cold-rolled  alloy,  carbon,  and  stainless 
tempered  and  untempered  specialty  strip  steels 

Production  Equipment  Group 

Elox  Division 

Box  2227,  Davidson,  North  Carolina  28036 
Eqjipment  and  power  supplies  for  electrical 

■:t  rcharge  machining  (EDM)  and  EDM  grinding 

Pratt  &  Whitney  Cutting  Tool  &  Gage  Division 

jrter  Oak  Boulevard 
rst  Hartford.  Connecticut  06101 
Cutting  tools,  gages  and  precision  tools 

Sterling  Die  Operation 

13811  Enterprise  Avenue 

Cleveland.  Ohio  44135 

Thread  rolling  dies/Taps  and  gages  for  the 

fastener  industry/Detterbeck  form  tools  and 

cams  for  the  screw  machine  industry 

FastcutTool  Operation 

25425  Mound  Road,  Warren,  Michigan  48090 

End  mills 

Pratt  &  Whitney  Machine  Tool  Division 

Charter  Oak  Boulevard 
West  Hartford,  Connecticut  06101 
Numerically  controlled  machining  centers  and 
turret  lathes/Automatic  turret  lathes/Jig  borers, 
Kellers,  rotary  tables  and  cutter  grinders/ 
Subcontract  manufacturing 


Pratt  &  Whitney  Los  Angeles  Operation 

8420  S.  Atlantic  Avenue 

Cudahy,  California  90201 

Numerically  and  tracer-controlled  mukiple- 

splndle  profiling  and  contour  milling  machines/ 

Vertical  milling  and  duplicating  machines 

Fairbanics  Morse  Weighing  Systems  Division 

711  E.  St.  Johnsbury  Road 

St.  Johnsbury,  Vermont  05819 

Batching,  bulk  weighing  and  motion  weighing 

systems/Factory,  railroad,  truck  and  warehouse 

scales/Bench  and  portable  scales/Drum  filling 

equipment 

Fuel  Systems  and  Controls  Group 

Chandler  Evans  Control  Systems  Division 

Charter  Oak  Boulevard 

West  Hartford,  Connecticut  06101 

Gas  turbine  controls,  pumps  and  valves/Aircraft 

and  missile  flight  controls,  valves  and  actuators 

Holley  Carburetor  Division 

11955  E.  Nine  Mile  Road 
Warren,  Michigan  48090 
Carburetion  and  ignition  systems  for 
automobiles  and  trucks/Automotive  gas  turbine 
fuel  controls/Manifolds,  headers,  valve  covers, 
forged  rods  and  pistons,  wheels  and  other 
high-performance  automotive  components/ 
Spark  plugs  and  wiring/Fuel,  air,  pressure  and 
sensing  controls 

Power  and  Fluid  Systems  Group 

Power  Systems  Division 

701  Lawton  Avenue,  Beloit,  Wisconsin  53511 
Diesel,  gas  and  dual  fuel  engine  systems  for 
marine,  industrial  and  power  generation 
applications/Electric  motors,  generators  and 
controls/Heavy-duty  rotary  screw  compressors 
for  processing  industries/Marine  sewage 
treatment  systems/Desalination  equipment 

Engine  Accessories  Operation 
701  Lawton  Avenue,  Beloit,  Wisconsin  5351 1 
Clutches,  transmissions,  starters,  brakes, 
ignition  systems  and  other  engine  accessories/ 
Diesel  fuel  injection  systems 

Pump  Division 

3601  Kansas  Avenue 

Kansas  City,  Kansas  661 10 

Pumps  for  industry,  electric  utilities,  marine. 

flood  control  and  agriculture/Home  water 

systems/Central  vacuum  systems 

Ouincy  Compressor  Division 

217  Maine  Street,  Ouincy,  Illinois  62301 
Reciprocating  air-  and  water-cooled 
compressors/Portable  helical  screw 
compressors  and  pneumatic  tools  for 
construction  and  mining/Industrial  air  tools 

Electric  Utilities  Equipment  Group 

Central  Moloney  Transformer  Division 

2400  W.  Sixth  Avenue 
Pine  Bluff,  Arkansas  71601 
Pole-mounted,  pad-mounted  and  vault 
distribution  transformers/Power  transformers 


Central  Moloney  Sales  Division 

Box  101,  St.  Louis.  Missouri  63166 
Power  and  distribution  transformers 

Firearms  Group 

Colt's  Military  Arms  Division 

150  Huyshope  Avenue 

Hartford. Connecticut  06102 

Military  rifles  and  machine  guns/Pyrotechnic 

devices/Weapon  and  pyrotechnic  research 

Colt's  Small  Arms  Division 

150  Huyshope  Avenue 
Hartford.  Connecticut  06102 
Handguns/Special  equipment  for  police  and 
security  agencies/Target  and  sporting  arms/ 
Sportsmen's  knives 

International 

Colt  Industries  (Canada)  Ltd. 

9125  Cote  de  Liesse  Road 
Dorval  760,  Quebec,  Canada 

Crucible  Steel  Division 

Sorel,  Ouebec,  Canada 

Tool  and  die  steels/Open-die  custom  forgings/ 

Stainless  steel  plate,  sheet  and  strip 

Fairbanks  Morse  Division 

9125  Cote  de  Liesse  Road 

Dorval  760,  Quebec,  Canada 

Diesel  engine  power  systems/Pumps  and  fluid 

systems/Weighing  equipment  and  scales/ 

Railroad  locomotive  parts 

Crusteel  Limited 

Club  Mill  Road,  Sheffield  6,  Yorkshire,  England 
Specialty  steel  distributors 

Manufacturera  Fairbanl(S  Morse,  S.A. 

Dr.  Valenzuela  37,  Mexico  7,  D.F.,  Mexico 
Pumps/Electric  motors,  generators  and 
transformers/Internal  combustion  engines/ 
Scales 

Industrias  Fairbani(s  Morse  de 
Venezuela,  C.A. 

Avenida  Leonardo  Ruiz-Pineda  98 

San  Agustin  del  Sur,  Caracas,  Venezuela 

Pumps  for  irrigation,  industry  and  domestic  use 

Industrias  Fairbanl(S  Morse  de 
Centro  America,  S.A. 

Boulevard  Liberacion  4-03 

Zone  9,  Ciudad  de  Guatemala,  Guatemala,  C.A. 

Pumps  and  motors 

Industrias  Fairbanl<s  Morse  de 
Colombia,  S.A. 

Calle  13,  No.  57-45,  Bogota,  Colombia,  S.A. 
Weighing  equipment 

Colt  Industries  Inc 

Executive  Offices 
430  Park  Avenue 
New  York.  New  York  10022 

Washington  Office 

1700  Pennsylvania  Avenue.  N.W. 

Washington,  D.C.  20006 


@ 


Colt  Industries 


What  Is  the  Chief  Executive  Worth? 

The  corporate  boss  is  usually  well  off,  but.  he's  rarely  rich. 
Then  who  is  rich?  Chiefly  the  entrepreneurs  and  the  inheritors. 


Ik  coHPOnATi;  manacjkmknt  is  a  |)i()- 
Icssioii,  then  lo  become  chief  execu- 
live  ()ffic(!r  puts  a  man  al  the  top  ol 
his  profession.  He  has  made  it.  But 
the  fit^ines  that  follow  reveal  an  in- 
teresting point:  Financially  speaking, 
the  (>'EO  doesn't  always  have  it  made. 
He  does  not  necessarily  do  as  well  as 
ni(Mi  of  e(|nal  talent  who  ri.se  to  the 
top  of  other  professions. 

On  the  following  pages  we  have 
listed,  in  order  of  their  1970  ccmi- 
pensation,  the  chicjf  executive  officcis 
of  more  than  700  of  the  largest  U.S. 
cor|)orations.  Tlu;  median  salar\  phis 
bonus  for  a  CEO  is  $139,000.' Good 
money,  of  course,  when  you  figure 
thai  the  average  state  governor  earns 
onlv  $30,000  and  a  college  president 
rarely  more  than  $40,000.  Bui  the.se 
are  jobs  outside  |5ri\'ate  enterprise. 

Once  you  start  comparing  these  av- 
erage C;E0  salari(;s  with  top  earnings 
ill  other  private-enlerpri.se  professions, 
however,  they  no  longer  look  so  im- 
posing. CEO  .salaries  in  public  com- 
panies are  an  open  book.  They  must 
be  reported  annually  to  stockholders 
in  proxy  slatements.  There  are  no  firm 
figures  on  what  top  doctors,  account- 
ants and  lawvers  earn.  Howe\er, 
rouiu'.s  has  some  estimates. 

A  top  partner  in  a  Wall  Street  law 
(inn  can  make  anvwhere  from 
$150,000  to  $250,()0b.  Sometimes 
more.  'I'hus  law\'ers  can  and  do  make 
more  than  the  chairman  of  General 
Electric  ($243,000  last  year). 

In  spite  ol  p()[mlar  beliel,  not  all 
doctors  are  rich.  But  many  ol  them 
are.  A  top  surgeon  can  make  $250, ()()() 
a  year.  A  good  specialist  in  a  large 
city  can  make  $100,000  or  more,  even 
after  deducting  his  expcMises. 

The  managing  partner  of  a  major 
certified  public  accounting  firm  can 
make  up  to  $300,000  a  \ear,  accord- 
ing to  one  source.  Others  put  the  fig- 
ure as  high  as  $4()(),()()().  Lesser  part- 
ners can  make  over  $100,000.  The 
(;E0  of  main  a  billion-dollar  compa- 
ny makes  less. 

Top  Wall  Str(>et  jobs  are,  of  course, 
not  strictly  comparable,  beeau.se  a  top 
partner  or  shareholder  usually  has 
some  capital  at  risk.  But  in  past  good 
years  even  a  salesman  — if  he  is  a  top 
one-coukl  bring  home  $200,000  and 
more.  More  than  the  Cl-'-Os  of  such 
corporate  giants  as  Southern  Pacific, 
Borden  or  Scott  Paper. 

When  you  get  to  sports  figmes  and 
entertainers,   there   are   half   a   dozen 
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baseball  players  who  make  $100,000 
a  year  or  better,  and  several  golfers, 
basketball  players  and  football  stars 
do  $200,000  or  better.  And,  of  course, 
entertainers  like  Sammy  Davis  Jr.  can 
gross  $1  million  and  more. 

The   "Perks" 

Salaries  do  not,  of  course,  tell  the 
whole  story.  There  is  the  company  car, 
the  country  club  membership,  the 
secretaries,  the  expense  account,  the 
fact  that  the  whole  corporate  para- 
phernalia is  at  his  disposal.  But  these 
"perks"  are  not  strictly  limited  to 
CEOs— lawyers  and  accountants  and 
college  presidents  can  have  them,  too. 
And  there  is  another  drawback:  They 
arc  his  only  while  he  remains  CEO. 
Unlike  a  truly  rich  man's,  CEOs* 
perks  go  with  the  job,  not  the  man. 

Stock  options?  They  were  great  in 
the  Fifties  and  early  Sixties.  In  more 
r(>cent  years,  with  some  exceptions, 
they  have  been  worthless.  Or  worse 
than  worthless;  many  a  corporate  ex- 
ecutive today  is  in  debt  because  he 
borrowed  heavily  in  order  to  exercise 
options    for    stock    that    subsecjuently 


dropped    below    the    exercise    price. 

Perhaps  the  most  curious  thing 
about  chief  executive  salaries  is 
their  extreme  unevenness.  George  T. 
'  Scharffenberger  received  total  com- 
pensation of  $395,000  last  year  for 
heading  City  Investing.  This  was 
$49,000  a  year  more  than  Haakon 
Romnes  got  for  heading  American 
Telephone  &  Telegraph.  AT&T  is  30 
times  bigger  than  City  Investing  and 
infinitely  more  complex. 

The  size  of  his  responsibility,  as 
measured  by  the  size  of  the  company, 
is  not  always  reflected  in  the  pay- 
check. Walter  Schirmer  of  Clark 
E([uipment,  a  company  with  sales  of 
$671  million,  earned  a  salary  and  bo- 
nus last  year  of  $390,000.  Robert 
C;harpie  of  Cabot  Corp.,  with  sales  of 
$252  million,  took  home  $260,000. 
They  contrast  with  James  McDonnell 
of  McDonnell  Douglas,  who  was  paid 
$110,000  for  running  a  company  with 
sales  of  more  than  $2  billion.  And 
with  Quentin  Reynolds  of  $4.9-bil- 
lion  (sales)  Safeway  Stores,  one  of 
the  best-run  of  the  supermarket 
(Continued  on  page  184) 


CEOs:  The  Highs  and  the  Lows 


Total 
Salary  &  Bonus 


Value  of 

Co.  Sfocfc 

Owned 


Age 


Yrs.  with 
Company 


Yrs.  as 
CEO 


All  Companies 

Median 

High 

Low 


$139,000 

767,000 

13,000 


$       515,000 

853,681,000 

None 


58 
78 

31 


Average  Bi7/ion-0o/far  Company  (Mediatt  Revenues:  $1.7  Billion) 


Median 

High 

Low 


$221,000 
304,000 
100,000 


1,326,000 

11,374,000 

65,000 


56 
64 
44 


Average  Medium-Sized  Company  (Median  Revenues:  $557  Million) 


Median 

High 

Low 


$150,000 

395.000 

89,000 


880,000 

37,315,000 

97,000 


58 
64 

45 


Mosf  Profitable  Companies  (Median  S-Yr.  Return  on  Equity:  29.3%) 

Median  $193,000  $    2,787,000  54 

High  375,000  202,191,000  64 

Low  32,000  17,000  46 

leosf  Profifab/e  Companies  (Median  S-Yr.  Return  on  Equity:  4.5%) 


Median 

High 

Low 


$100,000 

275,000 

65,000 


166,000 

24,378,000 

2,000 


56 
67 
45 


25 

58 

1 


29 

40 

9 


27 

44 

5 


17 

42 

6 


15 

53 

1 


6 
57 

1 


5 

19 
1 


7 

18 
1 


6 

17 
1 


3 

32 
1 
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A  Roster  of  737  Chief  Executives 

Wtio  Gets 
t/je  IVIost  Pay 


Rank 

Company 

Number  of 

Employees 

(000) 

Chief  Executive 

1970  Data 
His         Total 
Salary  Remuneration^  His 
($000)       ($000)         Age 

Years  Served 

With       As 

Company   Chief 

Corporate 
Background 

Shares  Owned/ 

Controlled  Byt 

Value 

($000) 

1 

IntTelfcTel 

392 

H  S  Geneen 

357 

767 

61 

11 

11 

Administration 

7,644* 

2 

Ford  Motor 

432 

H  Ford  II 

240 

500 

53 

31 

25 

Administration 

66,353 

3 

Johnson  fc  Johnson 

38 

P  B  Hofmann 

302 

463 

61 

40 

8 

Sales 

6,765 

4 

Standard  Oil  (N  J) 

144 

J  K  Jamieson 

290 

440 

60 

22 

1 

Engineering 

1,650 

5 

Procter  &  Gamble 

44 

H  J  Morgens 

425 

425 

60 

38 

13 

Marketing 

8,204 

6 

7 
8 

City  Investing 
Clark  Equipment 
Mobil  Oil 

27 

22 

76 

G  T  Scharffenberger 
W  E  Schirmer 
R  Warner  Jr 

395 
180 
224 

395 
390 
389 

52 
60 
49 

5 

34 
18 

5 

7 
2 

Operations 

Legal 

Finance 

7,534 
1,878 
1,463 

9 

CBS 

23 

W  S  Paley 

200 

384 

70 

49 

25 

Administration 

53,891 

10 

Kaiser  Industries 

13 

E  F  Kaiser 

260 

381 

62 

45 

4 

Administration 

137,877 

11 

Rapid-American 

87 

M  Riklis 

375 

375 

47 

16 

16 

Finance 

5,808* 

12 

Sears.  Roebuck 

359 

G  M  Metcalf 

375 

375 

63 

38 

4 

Marketing 

3,263 

13 

Technicon 

2 

E  C  Whitehead 

373 

373 

52 

30 

15 

Marketing 

767,182 

14 

Avon  Products 

22 

W  Hicklin 

370 

370 

59 

42 

3 

Sales 

11,191 

15 

Monroe  Auto  Equip 

4 

C  S  Mclntyre 

353 

353 

58 

37 

6 

Sales 

188,350 

16 

Union  Carbide 

102 

B  Mason  Jr* 

285 

351 

62 

39 

8 

Administration 

201 

17 

Eastman  Kodak 

111 

L  K  Filers 

350 

350 

64 

36 

4 

Production 

377 

18 

Standard  Oil  (Ind) 

48 

J  E  Swearingen 

350 

350 

53 

32 

10 

Manufacturing 

2,235 

19 

American  Tel  &  Tel 

1,005 

H  1  Romnes 

346 

346 

64 

43 

4 

Engineering 

251* 

20 

Standard  Oil  (Ohio) 

21 

C  E  Spahr 

201 

341 

57 

32 

12 

Engineering 

1,923 

21 
22 

Lucky  Stores 
Kaiser  Alum  &  Chem 

26 

27 

G  A  Awes 
TJReadyJr 

338 

205 

338 
335 

57 

60 

22 
29 

14 
8 

Operations 
Operations 

1,962 
215* 

23 

Hanna  Mining 

4 

W  A  Marting 

329 

329 

60 

18 

10 

Legal 

2,740 

24 
24 

Eli  Lilly 
Republic  Steel 

19 
48 

E  N  Beesley 
T  F  Patton 

168 
325 

325 
325 

62 
67 

41 
34 

18 
10 

Sales 
Legal 

11,948 
452 

26 

FWWoolworth 

87 

L  A  Burcham 

312 

312 

57 

39 

1 

Administration 

606 

27 

Anheuser-Busch 

11 

A  A  Busch  Jr 

311 

311 

72 

49 

15 

Administration 

271,045 

28 

Continental  Oil 

38 

J  G  McLean 

185 

310 

53 

16 

1 

Finance 

553 

29 
30 

Bristol-Myers 
Fruehauf 

25 
16 

G  K  Mac  Bain 
W  E  Grace 

190 
225 

307 
307 

59 
62 

24 
38 

4 
10 

Finance 
Sales 

1,114 
1,749 

31 

American  Express 

27 

H  L  Clark 

206 

306 

55 

25 

11 

Administration 

2,158 

32 
33 
34 

Xerox 

American  Brands 
Celanese 

60 
49 
33 

C  P  McColough 
R  B  Walker 
J  W  Brooks 

304 
301 
175 

304 
301 
300 

48 
57 
53 

17 
33 
16 

3 
8 
3 

Sales 
Sales 
Marketing 

6,232* 
746 
628 

34 
34 
34 

United  States  Steel 
Phillips  Petroleum 
Emerson  Electric 

201 
32 
25 

E  H  Gott 
W  W  Keeler 
W  R  Persons 

300 
300 
300 

300 
300 
300 

62 
62 
61 

33 
43 
16 

2 

3 
5 

Production 

Engineering 

Engineering 

131 

1,634 
3,794* 

t   Sa! 
benef 

iry    and    bonus   for    1970 
cially,    directly  and    Ind 

excluding    deferred    compensation    and 
rectly.     *  Holdings   other   than    common 

stock   options, 
stock    not    inc 

t  Stock  ownership  Includes  shares  held  or  controlled   by  CEO  and   his  family 
uded.     1)   Succeeded   by  F  P  Wilson  4/21/71. 
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You  can't  judge 

a  knife, 

or  a  gas  company, 

by  its  name. 


In  the  beginning,  a  knife  was  just  a  knife. 
Then  people  started  adding  things.  Can 
openers.  Screwdrivers.   Leather  punches 
Chisels.  Awls.  Bottle  Openers.  Corkscrews. 

That's  pretty  much  what  happened  at  our 
gas  company.  In  the  beginning,  we  just  piped 
natural  gas.  Then,  while  we  were  busy 
expanding  our  gas  operations  enough  to  rank 
In  the  top  five  percent  of  all  U.S.  gas  companies 
in  gas  sales,  we  started  doing  other  things. 
Like  selling  butane  and  ethane  and  propane 
and  ethylene  glycol  and  hydrocarbons 
and  plastics  and  anti-freeze 


and  ingredients  for  fabric  softeners  and 
detergents  and  germicides  and  stuff  like  that. 

But  in  spite  of  all  this  diversification, 
we  still  call  our  company  the  Northern  Natural 
Gas  Company.  And  people  still  call 
a  knife  a  knife. 


fj 


Northern 
Natural  Gas 
Company 


Home  Office:  Omaha,  Nebraska 


The  gas  company  that's  something  else. 
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Who  Gets  the  Most  Pay? 


1970  Data 

Shares  Owned/ 

Number  of 

His 

Total 

Years  Served 

Controlled  Byt 

Employees 

Salary  Remuneration^  His 

With 

As 

Corporate 

Value 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

34 

Mercantile  Stores 

11 

H  W  Jockers 

110 

300 

64 

37 

11 

Marketing 

5,813 

34 

White  Consolidated 

22 

ESReddig 

300 

300 

66 

33 

13 

Finance 

2,154 

40 

Alcoa 

48 

J  D  Harper 

299 

299 

61 

46 

6 

Manufacturing 

373 

41 

J  C  Penney 

145 

W  M  Batten 

128 

289 

62 

45 

7 

Sales 

1,893 

42 

Kraft  Co 

48 

G  Edwards 

286 

286 

63 

43 

4 

Finance 

802 

43 

W  R  Grace 

62 

J  P  Grace 

285 

285 

57 

35 

26 

Finance 

7,885* 

44 

Singer 

130 

D  P  Kircher 

175 

280 

55 

23 

13 

Legal 

2,031 

45 

Anaconda 

31 

C  J  Parkinson 

229 

280 

61 

29 

2 

Legal 

149* 

46 

Goodyear  Tire  &  Rub 

137 

R  DeYoung 

275 

275 

61 

38 

6 

Production 

2,749 

47 

S  S  Kresge 

81 

H  B  Cunningham 

100 

275 

64 

42 

11 

Sales 

5,336 

47 

RCA  Corp 

127 

R  W  Sarnoff 

275 

275 

52 

23 

2 

Administration 

2,367 

47 

AllisChalmers 

28 

D  C  Scott 

200 

275 

55 

2 

2 

Manufacturing 

1,126 

50 

Combustion  Engineer 

32 

A  J  Santry  Jr 

274 

274 

53 

15 

8 

Legal 

1,253 

51 

Chubb 

6 

WMRees 

104 

272 

55 

34 

2 

Operations 

83 

52 

Fedders 

9 

S  Giordano  Sr 

272 

272 

60 

43 

30 

Administration 

17,758 

53 

Sperry  Rand 

98 

J  F  Forster 

270 

270 

63 

33 

4 

Finance 

650 

53 

E  1  du  Pont 

111 

C  B  McCoy 

193 

270 

61 

39 

3 

Administration 

464 

55 

General  Foods 

44 

CWCook 

237 

266 

61 

28 

4 

Administration 

926 

56 

TRW 

81 

HA  Shepard 

265 

265 

58 

20 

1 

Administration 

5,143 

57 

Ling-Temco-Vought 

99 

P Thayer 

263 

263 

51 

22 

1 

Sales 

11* 

58 

H  J  Heinz 

34 

R  B  Gookin 

156 

262 

57 

26 

5 

Finance 

486 

59 

Cabot 

7 

R  A  Charpie 

260 

260 

45 

2 

2 

Physicist 

20 

60 

Marcor 

121 

L  H  Schoenhofen 

259 

259 

55 

30 

8 

Administration 

71* 

61 

Studebaker-Worthington 

27 

0  H  Ruttenberg 

200 

258 

54 

3 

2 

Finance 

4,833* 

62 

First  Natl  City  Corp 

37 

W  B  Wriston 

258 

258 

51 

25 

1 

Finance 

65 

63 

Cluett.  Peabody 

32 

HH  Henley  Jr 

140 

255 

49 

4 

1 

Sales 

288* 

63 

Revlon 

11 

C  Revson 

255 

255 

63 

38 

35 

Sales 

103,809 

65 

General  Mills 

28 

J  P  McFarland 

254 

254 

59 

37 

1 

Marketing 

316 

66 

Am  Metal  Climax 

17 

1  MacGregor 

254 

254 

58 

14 

4 

Marketing 

974 

67 

Gulf  t  Western  Inds 

85 

C  G  Bluhdorn 

252 

252 

44 

12 

12 

Administration 

8,099* 

68 

Pfizer  Inc 

33 

J  J  Powers  Jr 

175 

250 

59 

30 

4 

Legal 

2,498 

69 

General  Tel  &  Elec 

172 

L  H  Warner 

250 

250 

60 

34 

5 

Sales 

852 

69 

General  Development 

4 

C  H  Kellstadt 

250 

250 

74 

7 

6 

Sales 

31 

69 

J  P  Morgan  &  Co 

8 

J  M  Meyer  Jr 

175 

250 

64 

40 

3 

Finance 

209 

69 

Int  Harvester 

102 

H  0  Bercher 

250 

250 

64 

42 

8 

Administration 

290 

Gulf  Oil  61 

General  Motors  696 

Standard  Oil  (Calif)  45 

Occidental  Petroleum  33 

Teledyne  45 


E  D  Brockett 
J  M  Roche 
ON  Miller 
A  Hammer 
H  E  Singleton 


250 
250 
250 
200 
250 


Firestone  Tire 
MCA  Inc 

Colgate-Palmolive 
Marathon  Oil 
Fluor 


105 


R  C  Firestone 
8       L  R  Wasserman 
24       G  H  Lesch 
8       JCDonnellll 
8       J  R  Fluor 


250 
250 
250 
190 
250 


Household  Finance 
Dow  Chemical 
Jos  Schlitz  Brewing 
R  J  Reynolds  Inds 
General  Electric 


51 

H  E  MacDonald 

47 

H  D  Doan^' 

6 

RAUihIeinJr 

28 

A  H  Galloway 

397 

F  J  Borch 

248 
247 
247 
245 
243 


250 
250 
250 
250 
250 

250 
250 
250 
250 
250 

248 
247 
247 
245 
243 


57 

64 
62 
72 
54 


37 
43 
36 
13 
10 


5 

3 

4 

13 

10 


Production 

Administration 

Manufacturing 

Administration 

Founder 


62 
57 
61 
60 
49 


37 
35 
38 
38 
25 


7 

24 
10 
22 

9 


Administration 

Sales 

Finance 

Production 

Administration 


69 

49 
54 
63 
60 


22 

20 
29 
41 
40 


18 
8 
9 
3 
7 


Administration 

Engineering 

Administration 

Finance 

Marketing 


3,014* 
1,375* 
682 
25,092* 
16,155 


12,148 

21,451 

4,144 

4,384 

568 


5,193 

24,129 

227,880 

1,385 

1,902 


-iary    and    bonus    for    1970   excluding    deferred    compensation    and    stock    options,     t   Stock  ownership   includes   shares   held   or  controlled    by   CEO   and    his   family 
pneficially,   directly  and   indirectly.     *  Holdings  other  than    common   stock    not    included.     2)   Succeeded    by   C   B   Branch   2/71.  Succeeded    by  A   E    Rasmussen 


Sal, 
;ne< 
15/71. 
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Who  Gets  the  Most  Pay? 


1970  Data 

Shares  Owned/ 

Number  of 

His 

Total 

Years  Served 

Controlled  Byt 

Employees 

Salary  Remuneration^  His 

With 

As 

Corporate 

Value 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

88 

Campbell  Soup 

30 

W  B  Murphy 

215 

242 

63 

33 

18 

Marketing 

2,210 

89 

Northrop 

16 

TV  Jones 

150 

240 

50 

18 

12 

Engineering 

1.126 

90 

Cities  Service 

24 

C  S  Mitchell 

169 

239 

61 

40  .  ^ 

3 

Operations 

659 

91 

Warner-Lambert 

56 

S  K  Hensley 

158 

238 

53 

3 

3 

Marketing 

82 

92 

Newmont  Mining 

10 

P  Malozemoff 

238 

238 

61 

-25 

17 

Administration 

2,116* 

93 

Caterpillar  Tractor 

64 

W  Blackie 

238 

238 

64 

31 

4 

Administration 

2,268 

94 

Westinghouse  Elec 

144 

D  C  Burnham 

237 

237 

56 

17 

8 

Production 

2,143 

95 

Harris  Trust 

3 

K  V  Zwiener' 

234 

234 

65 

42 

15 

Finance 

179 

96 

Heublein 

5 

S  D  Watson 

234 

234 

54 

5 

3 

Marketing 

18,997 

97 

Am  Elec  Power 

14 

D  C  Cook 

225 

232 

61 

17 

9 

Legal 

701 

98 

First  Chicago  Corp 

6 

G  Freeman 

232 

232 

61 

36 

2 

Legal 

229 

99 

Sterling  Drug 

24 

J  M  Hiebert 

229 

231 

66 

36 

10 

Administration 

2,549 

100 

Mfrs  Hanover  Corp 

13 

RE  McNeill  Jr« 

230 

230 

65 

30 

7 

Finance 

114 

100 

Continental  Can 

72 

E  L  Hazard 

230 

230 

59 

37 

3 

Production 

481 

100 

Chase  Manhattan 

25 

D  Rockefeller 

230 

230 

55 

25 

2 

International 

18,462 

103 

Dart  Industries 

27 

J  Dart 

229 

229 

63 

29 

28 

Sales 

9,327 

104 

Bethlehem  Steel 

130 

S  S  Cort 

223 

229 

59 

34 

1 

Sales 

34 

105 

Textron 

64 

GW  Miller 

120 

228 

46 

15 

3 

Legal 

1,950 

106 

National  Steel 

31 

G  A  Stinson 

228 

228 

56 

10 

5 

Legal 

1,399 

107 

Hoover 

23 

F  N  Mansager 

227 

227 

60 

42 

5 

Marketing 

1,839 

108 

Colt  Industries 

23 

G  A  Strichman 

165 

225 

54 

8 

8 

Administration 

861 

108 

Walter  Kidde 

32 

F  R  Sullivan 

225 

225 

56 

7 

7 

Finance 

700 

108 

Atlantic  Richfield 

31 

R  0  Anderson 

225 

225 

53 

8 

6 

Operations 

40,420      ; 

108 

Shell  Oil 

37 

D  B  Kemball-Cook 

225 

225 

60 

38 

1 

Engineering 

539 

108 

Kennecott  Copper 

31 

F  R  Milliken 

225 

225 

57 

19 

10 

Engineering 

112 

113 

Deere 

42 

W  A  Hewitt 

223 

223 

57 

23 

7 

Marketing 

205 

114 

Borg-Warner 

43 

R  S  Ingersoll 

195 

222 

57 

32 

13 

Engineering 

680 

115 

North  Am  Rockwell 

81 

W  F  Rockwell  Jr 

222 

222 

56 

19 

1 

Administration 

2,833*    ; 

116 

Evans  Products 

12 

MAOrloff** 

160 

222 

57 

10 

9 

Administration 

4,970 

117 

Boise  Cascade 

48 

R  V  Hansberger 

221 

221 

50 

14 

14 

Production 

11,374 

118 

Allied  Chemical 

33 

J  T  Connor 

178 

221 

55 

4 

2 

Legal 

676 

119 

First  Boston  Corp 

1 

E  J  Pattberg  Jr 

220 

220 

61 

42 

8 

Finance 

1,596 

120 

Beatrice  Foods 

40 

W  G  Karnes 

80 

220 

59 

35 

19 

Legal 

1,398 

120 

Bankers  Trust  N  Y 

13 

W  H  Moore 

220 

220 

56 

33 

4 

Finance 

598      1 

122 

Travelers 

30 

R  C  Wilkins 

219 

219 

64 

42 

1 

Finance 

34 

123 

Norton  Simon 

30 

D  J  Mahoney 

219 

219 

47 

2 

1 

Administration 

23* 

124 

American  Can 

54 

WFMay 

219 

219 

55 

33 

6 

Administration 

185 

125 

Gillette 

25 

V  C  Ziegler 

219 

219 

60 

25 

5 

Sales 

793 

126 

Tandy 

13 

C  0  Tandy 

20 

218 

52 

23 

11 

Sales 

18,552 

127 

Chemical  New  York 

12 

W  S  Renchard 

200 

217 

63 

40 

5 

Finance 

224 

128 

Uniroyal 

64 

G  R  Vila 

200 

216 

61 

35 

9 

Sales 

1,791 

129 

Weyerhaeuser 

43 

G  H  Weyerhaeuser 

215 

215 

44 

22 

5 

Production 

33,264* 

130 

Nat  Cash  Register 

98 

RSOelman 

175 

215 

61 

37 

10 

Marketing 

2,102 

131 

Minn  Mining  &  Manuf 

66 

H  Heltzer 

121 

212 

59 

38 

1 

Engineering 

1,715 

132 

Dillingham 

14 

L  S  Dillingham 

174 

211 

59 

34 

16 

Administration 

2,801 

133 

Sun  Oil 

28 

R  G  Dunlop 

151 

211 

62 

38 

8 

Finance 

2,391 

134 

Burlington  Northern 

45 

J  M  Budd' 

207 

211 

63 

40 

19 

Operations 

153* 

135 

Texas  Gulf  Sulphur 

3 

C  0  Stephens 

209 

209 

63 

39 

11 

Production 

411 

136 

Charter  N  Y 

7 

G  A  Murphy" 

185 

209 

65 

39 

10 

Finance 

133 

137 

Pennzoil  United 

9 

J  H  Liedtke 

209 

209 

48 

5 

5 

Legal 

7,249 

1  Salary   and    bonus   for    1970 

excluding    deferre 

d    compensation    and 

stock    options. 

f  stock  ownership   includes  shares  held 

or  controlled   by  CEO 

and   his  famil 

bcncf 

ciallv.   directly  and   indi 

cctly     *  Holdings  other  ttian   common 

stock   not    inclu 

ded.     3)   Succeeded 

Dy  W  F   Murray  3/71.     4)  Succeeded   by  G 

Hauge  2/1/71 

5)   Succeeded    by    L    W    Menk 

5/1/71.    6)  Succeeded    by   G   T   Walli 

s    12/13/70.     •• 

Succeeded    by 

S   Kap 

Ian   4/10/71 

. 
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Who  Gets  the  Most  Pay? 


1970  Data 

Shares  Owned/ 

Number  of 

His 

Total 

Years  Served 

Controlled  Byt 

Employees 

Salary  Remuneration^:  His 

With 

As 

Corporate 

Value 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

138 

Getty  Oil 

13 

J  P  Getty 

208 

208 

78 

37 

23 

Administration 

853,681 

139 

Quaker  Oats 

15 

R  D  Stuart  Jr 

207 

207 

54 

23 

4 

Marketing 

4,154* 

140 

Smith  Kline  &  French 

10 

TM  Rauch 

207 

207 

49 

25 

3 

Marketing 

17 

140 

National  Lead 

29 

E  R  Rowley 

207 

207 

61 

37 

3 

Marketing 

148 

142 

Aetna  Life  &  Gas 

29 

0  D  Smith 

205 

206 

63 

8 

7 

Legal 

339 

143 

American  Cyanamid 

38 

C  D  Siverd 

125 

206 

59 

35 

3 

Sales 

471 

144 

SCM 

31 

E  E  Mead 

205 

205 

54 

21 

10 

Administration 

594 

145 

C&O/B&ORRs 

44 

G  S  Devine' 

205 

205 

65 

13 

7 

Sales 

369 

146 

Engelhard  Min&Chem 

7 

C  W  Engelhard" 

200 

203 

54 

30 

20 

Administration 

3,466 

147 

Louisiana  Land 

0.2 

F  M  Graham 

203 

203 

59 

10 

6 

Legal 

399 

148 

National  Tea 

31 

N  A  Stepelton 

203 

203 

59 

37 

9 

Operations 

38 

149 

Marshall  Field 

16 

G  A  Sivage 

203 

203 

61 

39 

6 

Finance 

503 

150 

Santa  Fe  Industries 

39 

ES  Marsh 

200 

202 

67 

53 

13 

Operations 

166* 

151 

Anchor  Hocking 

15 

J  L  Gushman 

146 

202 

58 

10 

3 

Legal 

1,568 

152 

Columbia  Gas  System 

12 

C  E  Loomis 

202 

202 

64 

43 

7 

Engineering 

283 

153 

Pepsi  Co 

19 

D  M  Kendall 

150 

201 

50 

24 

8 

Marketing 

1,689 

154 

Scovill  Mfg 

18 

M  Baldrige 

200 

201 

48 

8 

1 

Administration 

2,092 

155 

Citizens  &  Southern 

4 

M  B  Lane 

200 

200 

59 

37 

24 

Finance 

5,355 

155 

B  F  Goodrich 

49 

J  W  Keener 

200 

200 

62 

32 

12 

Administration 

879 

155 

Fuqua  Industries 

13 

J  B  Fuqua 

200 

200 

52 

5 

5 

Broadcasting 

5,508 

155 

Martin  Marietta 

29 

G  M  Bunker 

200 

200 

62 

18 

18 

Engineering 

3,280 

155 

Foremost  McKesson 

18 

R  J  Drews 

130 

200 

56 

9 

7 

Finance 

1,098 

155 

Northwest  Industries 

38 

B  W  Heineman 

200 

200 

56 

15 

15 

Legal 

525* 

155 

Sperry  &  Hutchinson 

17 

WSBeinecke 

200 

200 

56 

19 

11 

Legal 

202,191* 

155 

Chrysler 

228 

L  Townsend 

200 

200 

51 

13 

4 

Finance 

1,474 

155 

Owens-Illinois 

70 

R  H  Mulford 

200 

200 

61 

38 

6 

Operations 

657 

155 

Leasco  Corp 

9 

S  P  Steinberg 

200 

200 

31 

10 

10 

Finance 

9 

155 

Burlington  Inds 

87 

C  F  Myers  Jr 

200 

200 

59 

23 

8 

Finance 

2,228 

155 

National  Biscuit 

38 

L  S  Bickmore 

200 

200 

62 

38 

11 

Sales 

137 

167 

Gannett 

8 

P  Miller 

146 

200 

64 

23 

13 

Newsman 

2,093 

168 

United  Aircraft 

68 

WPGwinn 

160 

200 

63 

43 

3 

Sales 

340* 

169 

Reynolds  Metals 

37 

R  S  Reynolds  Jr 

199 

199 

62 

32 

7 

Administration 

31,131* 

170 

Inland  Steel 

32 

P  0  Block  Jr      > 

134 

197 

64 

43 

4 

Marketing 

3,628 

171 

Winn-Dixie  Stores 

28 

B  L  Thomas 

** 

196 

53 

25 

6 

Manufacturing 

191* 

172 

Cyprus  Mines 

4 

HTMudd 

130 

195 

57 

25 

6 

Engineering 

10,345 

173 

Diamond  Int 

19 

R  J  Walters 

193 

193 

41 

20 

1 

Administration 

920 

174 

Raytheon 

45 

TL  Phillips 

193 

193 

46 

22 

2 

Engineering 

903 

175 

Pilisbury 

19 

R  J  Keith 

193 

193 

57 

33 

3 

Marketing 

779 

176 

Borden 

46 

A  R  Marusi  Jr 

193 

193 

57 

32 

4 

Sales 

505 

177 

A-T-0  Inc 

16 

H  E  Figgie 

139 

193 

47 

7 

7 

Administration 

1,945 

178 

Upjohn 

12 

R  T  Parfet  Jr 

158 

192 

48 

23 

9 

Finance 

2,198 

179 

Greyhound 

67 

G  H  Trautman 

175 

191 

58 

8 

5 

Legal 

112* 

180 

Sunbeam 

20 

R  P  Gwinn 

191 

191 

63 

35 

15 

Sales 

1,259 

181 

Am  Home  Products 

42 

W  F  Laporte 

191 

191 

58 

32 

7 

Administration 

2,568 

182 

May  Dept  Stores 

50 

S  J  Goodman 

191 

191 

61 

23 

3 

Marketing 

517 

183 

Southern  Pacific 

41 

B  F  Biaggini 

190 

190 

54 

34 

2 

Engineering 

105 

184 

Union  Oil  California 

17 

F  L  Hartley 

190 

190 

54 

32 

6 

Engineering 

1,326 

184 

Am  Smelting  &  Ret 

14 

E  Tittmann 

190 

190 

64 

29 

8 

Administration 

NA 

184 

R  H  Macy 

38 

E  C  Mqlloy 

190 

190 

64 

42 

3 

Operations 

340 

184 

Kellogg 

16 

LCRoll 

190 

190 

63 

44 

13 

Sales 

1,680 

t  Sal 
bene 

thai  ; 

ary   and    bonus   for   1970   excluding    deferred    compensation    and 
icially.    directly    and    indirectly.     *   Holdings   other   than    common 
/I7/7I.     NA   Not  Available.     '*   No  separate  salary. 

stock    options, 
stock    not    inc 

t   Stock   m 
uded.     7) 

vnershlp 
Succeede 

ncludes  sh 
d   by   H  T 

ares  heic 
Watkins 

or  controlled   by  CEO  and   his  family 
Jr.  4/1/71.     8)   Succeeded   by  M   Rosen- 
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Gets  the  Most  Pay? 


1970  Data 

Shares  Owned/ 

Number  of 

His 

Total 

Years  Served 

Controlled  Byt 

Employees 

Salary  Remunerationt  His 

With 

As 

Corporate 

Value 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000)    . 

188 

Eaton 

43 

E  M  deWindt 

189 

189 

49 

30 

2 

Administration 

426 

189 

CPC  International 

44 

H  C  Harder 

189 

189 

55 

34 

.   3 

Administration 

560 

190 

Western  Union 

24 

R  W  McFall 

187 

187 

49 

7 

5 

Engineering 

272 

191 

Richardson-Merrel! 

14 

H  R  Marschalk 

150 

187 

56 

34 

10 

Marketing 

516 

192 

Ingersoll-Rand 

32 

W  L  Wearly 

187 

187 

55 

s. 

3 

Engineering 

441 

193 

Georgia  Pacific 

37 

R  B  Pamplin 

170 

187 

59 

37 

3 

Finance 

10,272 

194 

Southland  Corp 

19 

J  P  Thompson 

100 

186 

46 

20 

10 

Finance 

23,869 

195 

Whirlpool 

28 

E  Gray  II 

186 

186 

64 

32 

19 

Sales 

1,011* 

196 

Federated  Opt  Stores 

55 

R  Lazarus 

186 

186 

57 

35 

4 

Administration 

NA 

197 

GAF  Corp 

20 

J  Werner 

185 

185 

55 

35 

9 

Administraiton 

1,004 

198 

Oscar  Mayer 

12 

0  G  Mayer  Jr 

107 

184 

57 

35 

5 

Operations 

116,705 

199 

Coca-Cola 

31 

J  P  Austin 

183 

183 

55 

22 

5 

Legal 

3,704 

200 

Crowell-Colller  Mac 

16 

R  C  Hagel 

183 

183 

54 

11 

7 

Production 

1,808* 

201 

George  A.  Hormel 

8 

M  B  Thompson 

182 

182 

61 

40 

2 

Sales 

194 

202 

Babcock  &  Wilcox 

37 

GGZipf 

182 

182 

50 

28 

3 

Manufacturing 

63 

203 

Texas  Eastern  Trans 

5 

B  D  Goodrich 

140 

182 

57 

23 

6 

Engineering 

1,670 

204 

Scott  Paper 

21 

H  F  Dunning 

181 

181 

62 

36 

2 

Marketing 

536 

205 

Sec  Pac  Nat  Bank  Cal 

15 

F  G  Larkin  Jr 

180 

180 

57 

35 

4 

Investment 

73 

205 

Burroughs 

47 

R  W  MacDonald 

180 

180 

58 

35 

4 

Administration 

3,373 

205 

General  Dynamics 

81 

D  S  Lewis^ 

180 

180 

53 

1 

1 

Engineering 

469 

205 

Superior  Oil 

2 

H  B  Keck 

180 

180 

57 

36 

17 

Administration 

59,281* 

205 

Kayser-Roth 

30 

C  H  Roth 

180 

180 

69 

43 

7 

Founder 

45,298 

205 

Corning  Glass  Works 

32 

A  Houghton  Jr 

180 

180 

45 

20 

7 

Administration 

4,467 

205 

Honeywell 

100 

J  H  Binger 

180 

180 

53 

28 

7 

Administration 

2,414 

212 

International  Paper 

55 

EB  Hinman'o 

179 

179 

57 

34 

5 

Marketing 

136* 

213 

Signal  Companies 

30 

F  N  Shumway 

179 

179 

43 

13 

2 

Legal 

608 

214 

Lear  Siegler 

26 

J  G  Brooks'^ 

140 

179 

58 

16 

16 

Sales 

1.541 

215 

Kerr-McGee 

10 

D  AMcGee 

179 

179 

67 

33 

17 

Production 

35,684* 

216 

Tenneco 

60 

N  W  Freeman 

178 

178 

62 

28 

5 

Administration 

1,358 

217 

Union  Camp 

15 

ACalderJr 

140 

178 

54 

31 

11 

Marketing 

323 

218 

Castle  &  Cooke 

34 

M  MacNaughton 

120 

178 

60 

29 

11 

Marketing 

2,336 

219 

Revere  Copper  &  Brass 

8 

J  H  Eikenberg 

165 

177 

61 

45 

5 

Administration 

309* 

220 

U  S  Industries 

43 

1 J  Billera 

177 

177 

58 

18 

6 

Finance 

1,449 

221 

Wells  Fargo 

11 

R  P  Cooley 

140 

177 

47 

22 

5 

Finance 

86 

222 

Armco  Steel 

51 

C  W  Verity  Jr 

176 

176 

54 

29 

5 

Administration 

178 

223 

Wheeling-Pitts  Steel 

18 

A  R  Maxwell  Jr 

176 

176 

56 

36 

15 

Sales 

15 

224 

Jim  Walter 

20 

J  W  Walter 

101 

176 

48 

25 

25 

Founder 

15,661 

225 

Standard  Brands 

22 

H  Weigl 

175 

175 

58 

27 

7 

Legal 

1.157 

225 

Philip  Morris 

28 

J  F  Cullman  3rd 

175 

175 

58 

24 

13 

Marketing 

21,643 

225 

Ex-Cell-O 

15 

H  G  Bixby 

175 

175 

67 

43 

20 

Finance 

610 

225 

Pabst  Brewing 

5 

J  C  Windham 

175 

175 

57 

16 

15 

Finance 

2,020 

225 

U  S  Plywood-Champion 

40 

K  R  Bendetsen 

175 

175 

63 

19 

3 

Legal 

1,758* 

225 

Schlumberger  Limited 

40 

J  Riboud 

175 

175 

51 

20 

6 

Administration 

4,596 

225 

McDonald's  Corp 

19 

R  A  Kroc 

175 

175 

67 

16 

3 

Sales 

124,299 

225 

Conill 

8 

D  M  Graham 

175 

175 

57 

18 

2 

Legal 

91 

225 

Air  Reduction 

13 

GS  Dillon 

175 

175 

53 

8 

3 

Legal 

245 

225 

OlinCorp 

29 

G  Grand 

175 

175 

54 

18 

6 

Administration 

423      1 

225 

Bank  of  New  York 

5 

S  H  Woolley 

175 

175 

61 

37 

7 

Finance 

71 

236 

Time  Inc 

11 

A  Heiskell 

175 

175 

55 

33 

1 

Newsman 

1,418 

237 

Abbott  Laboratories 

18 

G  R  Cain 

175 

175 

60 

31 

9 

Sales 

7,409 

t   Salary    and    bonus    for    1970   exclu 
beneficially,   directly  and  indirectly 
2/71.     II)   Succeeded  by  R  T  Camp 

ding    deferred    compensation    and 
.     •  Holdings  other  than   common 
Ion   1/22/71, 

stock   options, 
stock  not  inclu 

t  stock  ownership  includes  shares  held  or  controlled   by 
ded.     9)   Became  CEO  10/70;  salary  annualized.     10)   Succee 

CEO   and   his  famll> 
ded  by  P  A  Gorm»i 
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Every  day  United  flies  to  more 
U.S.  cities  than  any  other  airline. 


lag  along. 


SBA 


SLC 


fi!^ 


P 


Hi 


«  Af«  tlttt* 


PIT 


««t  f»M* 


JX  ii^^ 


-ff     J-:--!    -^  BDL 


s** 


■xx-t^l 


SEA   __^|*  4»RH 


rfO 

"IT;--"* 


.'■^ 


BFn 


«-<• 


.^    ."V   CI>D>f 


'S3 


Tie  friendly  skies. 

When  you're  friendly  you  do  things  for  people. 

United. 


Who  Gets  the  Most  Pay? 


■^■■" 

1970  Data 

Shares  Owned/ 

Number  of 

His 

Total 

Years  Served 

Controlled  Byt 

Employees 

Salary  Remuneration!  His 

With 

As 

Corporate 

Value 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

238 

FMC 

47 

J  M  Pope 

174 

174 

57 

29 

3 

Finance 

523 

239 

United  Brands 

73 

E  M  Black 

150 

173 

49 

16 

16 

Finance 

4,420 

240 

Fidelity  Corp  (Penn) 

3 

H  C  Peterson 

150 

172 

60 

24 

21 

Legal 

376 

241 

American  Natural  Gas 

9 

R  T  McElvenny 

172 

172 

64 

26 

17 

Finance 

149 

242 

Commonwealth  Edison 

14 

J  Ward 

171 

171 

63 

33 

6 

Sales 

228* 

243 

Libbey-Owens-Ford 

18 

R  G  Wingerter 

170 

170 

54 

5 

4 

Sales 

158 

244 

Kaiser  Steel 

15 

J  J  Carlson 

125 

170 

53 

25 

2 

Sales 

125 

244 

AMF 

24 

R  C  Gott 

170 

170 

59 

24 

3 

Finance 

570 

244 

Dow  Jones 

3 

W  F  Kerby 

140 

170 

62 

43 

5 

Newsman 

1,202 

247 

American  Greetings 

8 

1 1  Stone 

170 

170 

61 

47 

10 

Administration 

44,418 

248 
249 
250 
251 
252 


IntI  Utilities 
Union  Pacific  Corp 
III  Central  Inds 
Carter-Wallace 
BankAmerica  Corp 


273  American  Standard 

273  Morton-Norwich 

273  Food  Fair  Stores 

273  National  Gypsum 

273  Int  Minerals  &  Chem 


40 
32 
33 
2 
36 


J  M  Seabrook 
F  E  Barnett 
W  B  Johnson 
K  Peake 
A  W  Clausen 


169 
160 
168 
168 
168 


169 
168 
168 
168 
168 


53 
58 
52 
56 
48 


11 
19 
4 
12 
21 


1 
2 

4 

10 
1 


Administration 

Legal 

Legal 

Administration 

Credit 


70 
11 
35 
14 


W  D  Eberle 
L  F  Bonham 
L  Stein 
C  Brown 
N  C  White 


160 
160 
160 
160 
135 


160 
160 
160 
160 
160 


47 
59 
65 
60 
67 


5 

9 

40 

33 

28 


Administration 

Marketing 

Finance 

Administration 

Administration 


684 
117 
741 
12 
339 


253 

Broadway-Hale 

24 

E  W  Carter 

168 

168 

59 

25 

25 

Administration 

7,087 

254 

Litton  Industries 

118 

C  B  Thornton 

167 

167 

57 

17 

17 

Administration 

22,616* 

255 

Jewel  Companies 

21 

D  S  Perkins 

165 

165 

44 

18 

1 

Marketing 

588 

256 

Allied  Stores 

50 

T  Schlesinger 

85 

165 

62 

40 

10 

Marketing 

830 

256 

Square  D 

15 

M  P  Kartalia 

165 

165 

57 

30 

2 

Marketing 

355 

256 

Transamerica 

24 

J  R  Beckett 

165 

165 

53 

11 

5 

Administration 

676 

259 

Nat  Dist  &  Chem 

17 

D  C  Bell 

164 

164 

55 

14 

6 

Finance 

247*     1 

260 

Champion  Spark  Plug 

11 

R  A  Stranahan  Jr 

114 

164 

55 

36 

16 

Administration 

15,198 

261 

Westvaco 

16 

DL  Luke  III 

163 

163 

47 

19 

7 

Finance 

1,403 

262 

Dayton  Hudson 

27 

K  N  Dayton 

163 

163 

48 

29 

2 

Administration 

104,374 

263 

Int  Multifoods 

6 

W  G  Phillips 

125 

163 

51 

2 

2 

Finance 

51 

264 

Consolidated  Foods 

60 

W  A  Buzick  Jr 

146 

162 

50 

10 

1 

Administration 

NA 

265 

First  Natl  Boston 

7 

R  C  Damon 

162 

162 

64 

41 

5 

Credit 

75 

266 

Pet 

23 

B  F  Schenk 

162 

162 

48 

24 

2 

Production 

92 

267 

Zenith  Radio 

20 

J  S  Wright 

110 

162 

60 

19 

7 

Legal 

2,116 

268 

General  Public  Utils 

9 

W  G  Kuhns 

161 

161 

49 

15 

3 

Administration 

84 

269 

ELTRA 

19 

J  A  Keller 

110 

161 

52 

15 

12 

Administration 

1,192 

270 

Harris-lntertype 

16 

RBTullis 

106 

161 

57 

14 

2 

Sales 

2,010 

271 

Crocker  Natl  Corp 

9 

E  G  Solomon 

151 

161 

61 

17 

8 

Administration 

136 

272 

Timken  Company 

21 

H  E  Markley 

160 

160 

56 

32 

3 

Finance 

134 

30 
919 

397 
493 
210 


273 
279 
280 
281 


Liggett  &  Myers 
Kroger 

Outboard  Marine 
Universal  Oil  Prods 


282      CIT  Financial 


8  ME  Harrington 

54  J  P  Herring 

13  W  C  Scott 

12  MPVenema 

25  WS  Holmes  Jr 


160 
134 
159 
158 
150 


160 
159 
159 
158 
158 


63  37 

56  10 

58  29 

60  35 

51  12 


7  Administration 

1  Marketing 

16  Marketing 

10  Legal 

1  Finance 


517 
254 
479 
223 
365 


283  Consol  Freightways 

284  Cerro 

285  Melville  Shoe 

286  Amfac 

287  Wachovia 


15  WG  White 

21  CG  Murphy** 

14  FCRooneyJr 

16  HA  Walker  Jr 

7  J  F  Watlington  Jr 


157 
156 
156 
155 
155 


157 
156 
156 
155 
155 


58  11 

46  1 

49  18 

49  24 

60  37 


11  Operations 

1  Engineering 

7  Marketing 

3  Production 

15  Administration 


3,173 
19 

2,502 
508 
341 


t  Salary   and    bonus  tor    1970  excluding    deferred    compensation    and    stock   options,     t  Stock  ownership  includes  shares  held  or  controlled    by  CEO  and   his  famil 
beneficially,   directly   and    indirectly.     *  Holdings  other   than    common   stock    not    included.     **  Became  CEO  6/16/70;  salary  not  annualized. 


172 


FORBES,  IVIAY  15,  197 


Who  Gets  the  Most  Pay? 


Rank 

Company 

Number  of 

Employees 

(000) 

Chief  Executive 

1970  Data 
His         Total 
Salary  Remuneration^  His 
($000)       ($000)         Age 

Years  Served 

With       As 

Company   Chief 

Corporate 
Background 

Shares  Owned/ 
Controlled  Byt 

Value 

($000) 

287 

Safeway  Stores 

78 

Q  Reynolds 

155 

155 

64 

45 

2 

Marketing 

386 

289 

Hercules 

28 

W  C  Browntt 

154 

154 

51 

28 

1 

Sales 

432 

290 

Great  Atl  &  Pac  Tea 

125 

MWAIIdredge'' 

154 

154 

60 

44 

3 

Sales 

72 

291 

Inspir  Consol  Copper 

2 

H  M  Jacob 

142 

154 

58 

35 

11 

Finance 

290 

292 

U  S  Freight 

7 

G  R  Moir 

154 

154 

58 
56 

11 

4 

Sales 

380 

293 

Consumers  Power 

12 

A  H  Aymond 

153 

153 

24 

10 

Legal 

137 

294 

ACF  Industries 

11 

J  F  Burditt 

110 

153 

53 

23 

4 

Finance 

96 

294 

Allegheny  Ludlum 

17 

RSAhlbrandt 

153 

153 

59 

37 

2 

Sales 

192 

296 

Gen  American  Trans 

10 

T  M  Thompson 

152 

152 

53 

31 

9 

Sales 

70 

297 

American  Motors 

23 

R  D  Chapin  Jr 

152 

152 

55 

32 

4 

Engineering 

147 

298 

USM 

27 

W  S  Brewster 

114 

152 

54 

32 

8 

Administration 

394* 

299 

Ashland  Oil 

22 

0  E  Atkins 

152 

152 

46 

21 

6 

Legal 

533 

300 

El  Paso  Natural  Gas 

16 

HBoyd 

151 

151 

61 

18 

6 

Legal 

404 

301 

Amerada  Hess 

5 

HWMcCollum 

151 

151 

57 

19 

1 

Administration 

3,860* 

302 

Northwest  Airlines 

8 

D  W  Nyrop 

151 

151 

58 

16 

16 

Legal 

1,772 

302 

Texas  Gas  Trans 

8 

W  M  Elmer 

151 

151 

55 

23 

3 

Finance 

453 

302 

Genesco 

65 

F  M  Jarman 

120 

151 

39 

14 

2 

Finance 

239* 

305 

Grand  Union 

22 

C  G  Rodman 

150 

ISO 

49 

18 

2 

Operations 

196 

306 

Skyline  Corp 

2 

A  J  Decio 

150 

150 

40 

18 

14 

Administration 

68,610 

306 

Crane 

29 

T  M  Evans 

150 

150 

60 

12 

12 

Finance 

14,619 

306 

Spartans  Industries 

12 

C  C  Basine 

150 

150 

61 

35 

35 

Founder 

14,505* 

306 

Sybron 

15 

F  R  Shumway** 

150 

150 

65 

35 

6 

Administration 

28,743 

306 

Mead 

35 

JWMcSwiney 

150 

150 

55 

37 

2 

Finance 

1,023 

306 

Miles  Laboratories 

8 

WACompton,  MD 

150 

150 

59 

31 

6 

Medical 

873 

306 

Int  Business  Mach 

269 

T  J  Watson  Jr 

150 

150 

57 

33 

14 

Sales 

74,225 

306 

Ralph  M  Parsons 

4 

R  M  Parsons 

150 

150 

74 

26 

26 

Founder 

29,081 

306 

Ogden 

44 

R  E  Ablon 

100 

150 

54 

15 

8 

Marketing 

913 

306 

Am  Hospital  Supply 

14 

H  K  DeWitt 

150 

150 

65 

30 

6 

Sales 

6,210 

306 

UAL  Inc 

66 

GKeck 

150 

150 

58 

24 

4 

Administration 

451 

306 

Grumman 

28 

E  C  Towl 

150 

150 

65 

41 

5 

Finance 

750 

306 

Dun  &  Bradstreet 

23 

H  B  Mitchell 

150 

150 

54 

31 

2 

Administration 

467 

306 

Carrier 

16 

MCHolm 

125 

150 

54 

33 

3 

Finance 

619 

306 

American  Airlines 

36 

G  A  Spater 

150 

150 

62 

11 

3 

Legal 

196* 

306 

United  States  Gypsum 

18 

G  J  Morgan 

150 

150 

53 

31 

5 

Sales 

63 

306 

Southern  Cal  Edison 

12 

J  K  Horton 

150 

150 

54 

12 

6 

Legal 

78* 

306 

Merck 

22 

H  W  Gadsen 

150 

150 

60 

34 

6 

Production 

2,787 

306 

Pacific  Gas  &  Elec 

24 

S  L  Sibley 

150 

150 

57 

34 

1 

Engineering 

154 

306 

McGraw-Hill 

12 

S  Fisher 

150 

150 

60 

30 

3 

Sales 

317 

30k 

Johns-Manville 

21 

C  B  Burnett" 

150 

150 

63 

40 

10 

Administration 

97 

306 

Consolidated  Edison 

24 

C  F  Luce 

150 

150 

53 

4 

4 

Legal 

27 

306 

Owens-Corning  Fiberg 

17 

L  Norstad 

150 

150 

64 

8 

3 

Administration 

256 

306 

Monsanto 

63 

E  J  Bock 

150 

150 

54 

29 

2 

Marketing 

256 

330 

Chromalloy  Amer  Corp 

18 

J  Freidman 

148 

148 

64 

12 

10 

Administration 

2,997 

330 

East  Gas  &  Fuel 

8 

E  Goldston 

125 

148 

50 

9 

8 

Legal 

8,091 

332 

Unionamerica 

4 

H  J  Volk 

147 

147 

65 

3 

3 

Marketing 

1,530 

333 

Central  Soya 

7 

D  W  McMillen  Jr 

94 

147 

56 

34 

7 

Production 

3,640 

334 

Continental  Corp 

48 

N  H  Wentworth 

146 

146 

60 

18 

1 

Administration 

237* 

335 

Northern  Natural  Gas 

8 

W  A  Strauss 

145 

145 

49 

23 

4 

Administration 

1,115 

335 

Gambie-Skogmo 

24 

B  C  Gamble 

145 

145 

73 

43 

43 

Founder 

27,589 

337 

First  Banc  Group(Oh) 

2 

J  McCoy 

145 

145 

58 

35 

11 

Administration 

2,061 

t  Salary   and    bonus  for    1970  excluding    deferred   compensation    and 
beneficially,   directly   and    indirectly.         Holdings  other  than    common 
12/71.     ••  Succeeded  by  D  A  Gaudion  V23/7I.     tt  Became  CEO  5/70- 

stock   options,     t  Stock  ownership  includes  shares  held  or  controlled   by  CEO 
stock   not   included.     12)  Succeeded  by  W  J  Kane  4/19/71.     13)  Succeeded  by 
salary  not  annualized. 

and   his  family 
W  R  Goodwin 

FORBES,  MAY  15,  1971 
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Who  Gets  the  Most  Pay? 


"^™™ 

1970  Data 

Shares  Owned/ 

Number  of 

His 

Total 

Years  Served 

Controlled  Byt 

Employees 

Salary  Remunerationt  His 

With 

As 

Corporate 

Value 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

338 

Masonite 

7 

J  M  Coates 

144 

144 

64 

31 

19 

Legal 

1,772 

339 

Connecticut  General 

11 

H  R  Roberts 

144 

144 

54 

25 

10 

Actuary 

160 

340 

Marlennan 

7 

WFSouderJr 

144 

144 

60 

19 

5 

Finance 

7,143 

341 

Control  Data 

41 

W  C  Norris 

144 

144 

59 

13- 

13 

Founder 

20,753 

342 

Detroit  Bank  &  Trust 

3 

R  T  Perring"* 

144 

144 

66 

43. 

7 

Credit 

264 

343 

Amstar 

6 

W  F  Oliver 

143 

143 

56 

36 

17 

Administration 

358 

344 

Anderson,  Clayton 

18 

T  J  Barlow 

80 

143 

48 

24 

4 

Administration 

302 

345 

Phelps  Dodge 

18 

G  B  Munroe 

140 

143 

48 

13 

1 

Administration 

56 

346 

Gardner-Denver 

6 

C  H  Rieman 

143 

143 

60 

34 

8 

Sales 

796 

347 

Interstate  Stores 

15 

S  W  Cantor 

143 

143 

61 

39 

19 

Marketing 

1,375 

348 

Texas  Instruments 

45 

M  Sheperd  Jr 

142 

142 

56 

25 

12 

Administration 

2,657 

349 

Maytag 

4 

E  G  Higdon 

142 

142 

61 

37 

8 

Finance 

1,217 

350 

Talcott  National 

2 

H  R  Silverman 

125 

142 

58 

26 

10 

Finance 

1,017 

351 

Investors  Div  Serv 

3 

S  F  Silloway 

141 

141 

64 

6 

6 

Finance 

122* 

352 

Cleveland-Cliffs 

5 

H  S  Harrison 

141 

141 

61 

33 

10 

Finance 

318* 

353 

Purex 

8 

W  R  Tincher 

141 

141 

44 

10 

5 

Legal 

770 

354 

Pennwalt 

13 

W  P  Drake 

141 

141 

58 

37 

16 

Marketing 

725 

355 

Trane 

8 

T  Hancock 

140 

140 

57 

37 

5 

Sales 

1,055 

355 

Sherwin-Williams 

20 

E  C  Baldwin 

140 

140 

63 

36 

5 

Marketing 

193* 

355 

INA 

14 

J  T  Gurash 

140 

140 

60 

27 

2 

Administration 

1.444 

355 

Black  &  Decker 

13 

A  G  Decker 

140 

140 

63 

40 

7 

Engineering 

10,868 

355 

Baxter  Laboratories 

11 

W  B  Graham 

125 

140 

59 

26 

17 

Legal 

15,939 

355 

Delta  Air  Lines 

21 

C  H  Dolson 

103 

140 

64 

36 

4 

Operations 

831 

355 

Simplicity  Pattern 

5 

J  J  Shapiro 

120 

140 

61 

43 

21 

Sales 

NA 

355 

Seaboard  Coast  Line 

22 

WTRIce 

140 

140 

58 

13 

3 

Engineering 

208 

363 

Boeing 

63 

T  A  Wilson 

140 

140 

50 

26 

2 

Engineering 

61 

364 

J  Ray  McDermott 

5 

RW  Wilson 

125 

140 

63 

34 

7 

Operations 

10,011 

365 

Trans-Union  Corp 

6 

J  W  Van  Gorkom 

139 

139 

53 

14 

7 

Finance 

1,259 

366 

Brown-Forman  Dist 

2 

W  F  Lucas 

139 

139 

60 

36 

2 

Finance 

2,271 

367 

Southern  Natural  Gas 

5 

J  S  Shaw  Jr 

135 

139 

55 

10 

4 

Finance 

719* 

368 

Otis  Elevator 

49 

RAWeller 

139 

139 

49 

23 

1 

Sales 

75 

369 

Collins  Radio 

17 

A  A  Collins 

138 

138 

61 

39 

37 

Founder 

6,956 

370 

Norfolk  &  Western  Ry 

48 

J  P  Fishwick 

119 

138 

54 

25 

9 

Legal 

103 

371 

Chesebrough-Pond's 

9 

R  E  Ward 

120 

138 

49 

24 

3 

Marketing 

1,183 

372 

Detroit  Edison 

11 

W  L  Cisler 

137 

137 

73 

28 

20 

Engineering 

192* 

373 

GAC  Corp 

11 

SH  Wills 

100 

137 

44 

20 

5 

Finance 

1,264 

374 

Kimberly-Clark 

29 

G  M  Minard 

137 

137 

64 

42 

2 

Operations 

146 

375 

Stone  &  Webster 

5 

W  Stone 

137 

137 

62 

40 

11 

Administration 

8,481 

376 

Reliance  Electric 

14 

H  0  Luke 

137 

137 

59 

17 

5 

Operations 

425 

377 

Peoples  Gas 

7 

R  McDowell 

137 

137 

62 

30 

10 

Finance 

105 

378 

Lone  Star  Cement 

9 

J  R  Kringel 

136 

136 

57 

17 

2 

Administration 

401 

379 

St  Regis  Paper 

29 

W  R  Adams 

136 

136 

64 

34 

8 

Manufacturing 

949 

380 

Addressograph  Mult! 

25 

WH  Wilson** 

125 

136 

67 

51 

3 

Sales 

81 

381 

Magnavox 

20 

R  H  Piatt 

135 

135 

50 

8 

3 

Finance 

421 

382 

United  Utilities 

24 

P  H  Henson 

135 

135 

45 

12 

7 

Engineering 

332 

382 

Avery  Products 

5 

R  S  Avery 

100 

135 

64 

35 

5 

Founder 

58,974 

382 

Stop  &  Shop 

22 

S  R  Rabb 

100 

135 

70 

52 

41 

Sales 

5,100 

382 

Koppers 

15 

F  L  Byrom 

135 

135 

52 

23 

3 

Production 

441 

382 

Squibb  Beech-Nut 

33 

R  M  Furlaud 

135 

135 

48 

5 

3 

Legal 

1,842 

387 

RR  Donnelley  &  Sons 

13 

C  W  Lake 

134 

134 

53 

25 

7 

Administration 

960 

t  Sa\a 
benef 

2/1/71 

ry   and    bonus   for   1970  excluding    defern 
dally,   directly   and    indirectly.     •  Holdin 

;d    compensation    and    stock   options. 
gs  other   than   common   stock   not    Inc 

t  stock  ownership  includes  sh 
uded.     14)  Succeeded  by  C  B 

jres  held  or  controlled    by  CEO  and   his  fami  ^H 
Stockmerer  I/I/7I.     "  Succeeded  by  C  L  Dav^H 
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Who  Gets  the  Most  Pay? 


1970  Data 

Shares  Owned/ 

Number  of 

His 

Total 

Years  Served 

Controlled  Byt 

Employees 

Salary  Remunerationt  His 

With 

As 

Corporate 

Value 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

388 

Louis  &  Nashville  RR 

16 

W  H  Kendall 

125 

134 

61 

16 

12 

Engineering 

81 

389 

LykesYoungstown 

33 

J  T  Lykes  Jr 

134 

134 

52 

25 

2 

Administration 

8,332 

390 

Northern  Illinois  Ga 

3 

M  Chandler 

133 

133 

60 

16 

16 

Finance 

102 

391 

Polaroid 

9 

E  H  Land 

107 

133 

61 

33 

33 

Finance 

378,585 

392 

Transcont  Gas  Pipe 

3 

J  B  Henderson 

133 

133 

61 

22 

3 

Legal 

301 

392 

Chi  Mil  St  P  &  Pac 

15 

W  J  Quinn 

133 

133 

60 

13 

1 

Legal 

13* 

394 

Franklin  N  Y  Corp 

4 

HVGIeason 

133 

133 

51 

15 

3 

Finance 

156* 

395 

Texaco 

74 

AC  Long** 

131 

131 

66 

40 

8 

Sales 

4,917 

396 

First  Bank  System 

6 

D  R  Grangaard 

110 

130 

52 

33 

12 

Credit 

24 

397 

Con  Natural  Gas 

8 

H  C  Johnson 

130 

130 

62 

28 

1 

Finance 

255 

397 

Armstrong  Cork 

22 

JHBinns 

130 

130 

58 

35 

3 

Sales 

877 

397 

Walter  E  Heller 

4 

N  8  Schreiber'^ 

130 

130 

65 

7 

3 

Marketing 

749 

397 

Loews  Corp 

17 

LATisch 

130 

130 

48 

11 

10 

Administration 

321,565 

397 

Hart  Schaff  &  Marx 

19 

J  D  Gray 

130 

130 

57 

25 

10 

Manufacturing 

1,774 

397 

PPG  Industries 

39 

R  F  Barker 

130 

130 

57 

35 

3 

Marketing 

563 

103 

A  0  Smith 

16 

L  B  Smith 

130 

130 

50 

28 

20 

Administration 

39,404 

(04 

Utah  Construct  &  Min 

2 

E  W  Littlefield 

129 

129 

56 

20 

10 

Finance 

8,228 

105 

Carnation 

19 

HE  Olson 

128 

128 

65 

40 

1 

Administration 

738 

106 

First  Empire  State 

2 

CRDieboldtt 

128 

128 

59 

1 

1 

Finance 

159 

106 

Freeport  Minerals 

2 

T  R  Vaughan 

128 

128 

62 

29 

2 

Legal 

57 

106 

North  Amer  Philips 

15 

PCVink 

128 

128 

51 

5 

2 

Sales 

24 

109 

Indian  Head 

17 

J  ERobison 

100 

128 

55 

18 

18 

Administration 

8,473* 

no 

Pan  Am  World  Airways 

39 

N  E  Halaby 

128 

128 

55 

5 

1 

Administration 

19 

>ii 

Prentice-Hall 

4 

R  P  Ettinger 

106 

127 

77 

57 

57 

Administration 

19,525 

1" 

Dana 

22 

R  C  McPherson 

86 

127 

46 

18 

2 

Sales 

166 

Essex  International 

20 

W  F  Probst 

127 

127 

56 

28 

9 

Legal 

37,315 

West  Point-Pepperell 

21 

JLLanier'« 

126 

126 

64 

42 

20 

Manufacturing 

735 

M 

Stauffer  Chemical 

10 

RWGunder 

126 

126 

62 

37 

4 

Marketing 

266 

Midlantic  Banks 

2 

G  E  Wiedenmayer 

110 

126 

62 

41 

2 

Administration 

137* 

Niagara  Mohawk  Power 

9 

E  J  Machold 

126 

126 

57 

29 

29 

Legal 

216 

Ohio  Edison  6  D  B  Mansfield 

Halliburton  35  LB  Meaders 

Vornado  25  F  Z  Issu 

M  Lowenstein  &Sons  17  R  Bendheim 

Am  Broadcasting  Cos  16  L  H  Goldenson 


125  125  61  22  7  Legal  234 

125  125  63  42  8  Operations  1,525 

125  125  57  27  6  Legal  2,404 

85  125  54  34  1  Manufacturing  2,149 

125  125  65  21  11  Administration  2,698* 


J  P  Stevens 
Int  Flavors  &  Frag 
Cummins  Engine 
Ralston  Purina 
Montana  Power 


Gen  Tire  &  Rubber 

Swift 

Motorola 

Lincoln  First  Banks 

AMP 


45 
3 

15 

24 

1 


J  D  Finley 
H  G  Walter  Jr 
J I  Miller 
R  H  Dean 
J  E  Corette 


125 
125 
125 
125 
125 


125 
125 
125 
125 
125 


54 
60 
62 

55 
62 


25 

14 
44 
33 
37 


2 

2 
19 

2 
19 


Sales 

Legal 

Administration 
Marketing 
Legal 


37 
34 
36 
4 
10 


M  G  O'Neil 
R  W  Reneker 
R  W  Galvin 
W  R  Craig 
S  S  Auchincloss 


356 

6,239 

130,938 

2,330 

822* 


125  125  49  25  11  Administration  42,266 

125  125  58  34  3  Sales  182 

125  125  48  26  11  Administration  120,623 

125  125  61  35  4  Finance  128 

125  125  67  9  3  Administration  153 


North  States  Power 
Interlake  Inc 
Union  Electric 
Diversified  Inds 
Hewlett-Packard 


7  E  Ewald" 

10  R  0  MacDonald 

6  C  J  Dougherty 

6  B  Fixman 

16  W  R  Hewlett 


125 
125 
125 
125 
124 


125 
125 
125 
125 
124 


62 
52 
51 
NA 
58 


40 
4 
29 
16 
23 


5 
2 
3 

16 
2 


Engineering 

Operations 

Legal 

Production 

Engineering 


64 

27 

75 

7,004 

214,976 


|n^  and  bonus  for  1970  excluding  deferred  compensation  and  stock  options,  t  Stock  ownership  includes  shares  held  or  controlled  by  CEO  and  his  family 
''-'ally,  directly  and  indirectly.  *  Holdings  other  than  common  stock  not  included.  15)  Succeeded  by  F  Cole  2/71.  16)  Succeeded  by  J  P  Howland  3/1/71. 
jcceeded    by    R    H    Engels    I/I/7I.     *'  Returned    as   CEO   9/10/70   after    retirement  in  1964.     ft  Salary  annualized. 
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Who  Gets  the  Most  Pay? 


Rank 

Company 

Number  of 

Employees 

(000) 

Chief  Executive 

1970  Data 
His         Total 
Salary  Remuneration^  His 
($000)       ($000)         Age 

Years  Served 

With        As 

Company   Chief 

Corporate 
Background 

Shares  Owned/ 
Controlled  Byt 
Value 
($000) 

438 

American  Petrofina 

2 

R  1  Galland 

124 

124 

54 

12 

2 

Legal 

725 

439 
440 
441 

Genuine  Parts 
Indust  Valley  Bnk 
Diamond  Shamrock 

7 

1 

11 

W  Looney 
R  W  Havens 
J  A  Hughes 

72 

60 

123 

124 
124 
123 

51 
50 
58 

32 
18 

15 

-15 

18 

2 

Sales 

Investment 

Administration 

6,040 
38 
189* 

442 

Lincoln  National 

9 

H  F  Rood 

123 

123 

64 

40- 

6 

Finance 

396 

443 
444 

Panhandle  East  Pipe 
CNA  Financial 

4 
15 

R  L  O'Shields 
H  C  Reeder 

123 
123 

123 
123 

44 
54 

10 
29 

1 
6 

Production 
Actuary 

128 
1,049* 

445 

Bendix 

57 

A  P  Fontaine 

122 

122 

64 

21 

6 

Engineering 

370 

446 

Gould  Inc 

13 

W  T  Ylvisaker 

121 

121 

46 

12 

3 

Administration 

171* 

447 

Wickes 

10 

D  M  Fitz-Gerald 

121 

121 

61 

29 

7 

Finance 

1,797 

448 
449 

Long  Island  Lighting 
Fiintkote 

6 
11 

J  J  Tuohy 
G  J  Pecaro 

121 
110 

121 
120 

54 
62 

26 
32 

11 
9 

Sales 
Manufacturing 

113 
213 

450 

Pitney-Bowes 

17 

J  0  Nicklis 

105 

120 

61 

25 

2 

Finance 

226 

451 
451 

Di  Giorgio 

Great  North  Nekoosa 

4 
8 

R  Di  Giorgio 
P  S  Paine 

120 
120 

120 
120 

59 
61 

33 
10 

3 
9 

Finance 
IVIarketing 

295 
1,281 

451 
451 

Western  Bancorp 
St  Joe  Minerals 

23 

4 

F  L  King 
L  Riggs  III 

120 
120 

120 
120 

73 
56 

11 
32 

11 
4 

Finance 
Operations 

575 
327 

451 
451 

Hammermill  Paper 
Brown  Shoe 

11 
23 

J  H  Devitt 
W  H  Griffin 

120 
120 

120 
120 

67 
52 

49 
23 

5 
2 

Finance 
Finance 

397 
730 

451 

Air  Prods  &  Chems 

9 

L  P  Pool 

120 

120 

64 

30 

30 

Founder 

9,605* 

451 
451 

Tampax 
Whittaker 

2 
21 

T  F  Casey 
JFAIibrandi** 

120 
120 

120 
120 

62 

42 

35 
I 

15 

1 

Finance 
Engineering 

21,549 
375 

451 

Ward  Foods 

16 

C  W  Call  Jr 

120 

120 

44 

7 

7 

Finance 

637* 

451 

Gimbel  Brothers 

30 

B  A  Gimbel 

120 

120 

57 

36 

10 

Marl<etlng 

5.987* 

451 

Potlatch  Forests 

12 

B  R  Cancell 

120 

120 

61 

9 

9 

Administration 

504 

451 

Brunswick 

20 

J  L  Hanigan 

120 

120 

59 

7 

5 

Sales 

145 

451 

Schering-Plough 

12 

W  H  Conzen 

120 

120 

58 

19 

4 

Administration 

529 

451 

Avco 

50 

J  R  Kerr 

120 

120 

54 

17 

2 

Administration 

* 

466 
467 

USLIFE  Corp 
Hershey  Foods 

2 
8 

G  E  Crosby  Jr 
H  S  Mohler 

119 
119 

119 
119 

50 
52 

12 
22 

5 
5 

Marketing 
Engineering 

134 
92 

468 
469 
470 
471 
472 

Thrifty  Drug  Stores 
Beneficial  Corp 
State  Bank  Albany 
Southern  Railway 
St  Paul  Companies 

10 
32 

1 

19 
6 

L  H  Straus 
0  J  Paul'- 
H  E  Harrington 
W  G  Claytor  Jr 
R  M  Hubbs 

119 
119 
119 
118 
118 

119 
119 
119 
118 
118 

NA 
68 
62 
59 
62 

26 

40 

45 

8 

34 

NA 
8 

14 
4 
7 

Administration 

Operations 

Finance 

Legal 

Marketing 

4,694 

78* 

185 

207 

281 

473 

National  Can 

6 

R  Stuart 

117 

117 

49 

18 

4 

Administration 

1,534 

474 

NCNB 

3 

A  H  Reese 

117 

117 

62 

20 

4 

Finance 

186 

475 

Northeast  Utilities 

7 

L  F  Sillin  Jr 

117 

117 

53 

3 

1 

Legal 

40 

476 

Eastern  Air  Lines 

32 

F  D  Hall 

116 

116 

56 

7 

7 

Administration 

660 

477 

Marriott 

26 

J  W  Marriott  Jr 

116 

116 

39 

15 

6 

Finance 

108,256 

478 

Budd 

16 

P  W  Scott 

116 

116 

60 

12 

3 

Finance 

72* 

479 
480 
481 
481 

Holiday  Inns 
Bassett  Furniture 
General  Cable 
First  Charter  Fin 

35 
6 
9 
1 

K  Wilson 
J  E  Bassett  Sr 
A  L  Fergenson 
S  M  Taper 

115 
115 
115 
115 

115 
115 
115 
115 

58 
69 
58 
70 

19 
49 
25 
16 

19 
4 
5 

16 

Founder 
Production 
Legal 
Finance 

58,213 

10,602 

611 

172,932 

483 
484 
485 
486 
487 

Akzona 

Crown  Zellerbach 
National  Serv  Inds 
Fir  Wise  Bankshares 
Marshall  &  llsley 

13 
28 

17 
4 
1 

C  S  Ramsey 
C  R  Dahl 
M  N  Weinstein 
G  F  Kastan 
J  A  Puelicher 

115 
114 

97 
114 

88 

115 
114 
114 
114 
114 

50 
49 
55 
59 
50 

21 
21 
34 
37 
11 

4 
1 

17 
2 
8 

Sales 

Production 

Operations 

Finance 

Finance 

594 

20 

10,677 

552* 

678 

t  Sal 
bene! 

5ry   and    bonus   for    1970 
'cially,    directly    and    Ind 

excluding    deferred    compensation    and    s 
rectly.     *  Holdings  otiier   than    common 

tock   options, 
stock    not    Inc 

t   stock   ownership   I 
uded.     18)  Succeedc 

ncludes  sh 
d    by    E  T 

ires  held 
Higgins 

or  controlled    by 
I/I/7I.     ••  Salary 

CEO  and   his  famil 
annualized. 
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"IF  TRUCKS  STOPPED 
FOR  96  HOURS,  YOU'D  STOP  TOO!" 

—Louis  B.  Seltzer,  former  editor,  Clev^eland  Press 


If  there  were  no  trucks,  there  would  be  no  suits  to  wear  to  the  office. 

No  car  to  drive  to  work.  No  club  sandwiches  for  lunch  at  your  favorite  restaurant. 

No  IBM  cards  to  bend,  spindle  or  mutilate.  No  keys  to  the  office. 

No  office.  In  fact,  everything  would  be  at  a  standstill.  Fortunately, 

though,  there  are  trucks.  And  they  go  everywhere,  bringing  almost  everything 

our  homes,  businesses  and  industries  need. 

All  of  us  at  Truck  Insurance  Exchange  like  having  trucks  around.  After  all. 

If  there  were  no  trucks,  life  would  be  pretty  empty. 


member 


__  TRUCK  INSURANCE  EXCHANGE  ^^ 

s^i^is^  A  member  or  Farmers  Insurance  Group  .-...c.,,.>,c.,.o,.o«,.. 


Who  Gets  the  Most  Pay? 


1970  Data 

Shares  Owned/ 

Number  of 
Employees 

His         Total 
Salary  Remuneration):  His 

Years  Served 
With        As 

Corporate 

Controlled  By- 
Value 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000)    1 

488 

General  Reinsurance 

0.5 

JACathcartJr 

113 

113 

62 

20 

11 

Legal 

NA 

489 

New  England  Electric 

8 

R  F  Krause 

113 

113 

63 

23 

1 

Legal 

36 

490 

First  Penna  Corp 

7 

J  R  Bunting 

113 

113 

46 

7 

3 

Economist 

33 

491 

Fidelity  Union  Banc 

1 

C  M  Davis 

.  113 

113 

52 

■15 

11 

Credit 

607 

492 

Texas  Utilities 

7 

C  A  Tatum  Jr 

112 

113 

63 

-.42 

4 

Sales 

400 

493 

Harsco 

12 

J  T  Simpson 

113 

113 

64 

46 

22 

Purchasing 

1,093   ' 

494 

Pacific  Lighting 

9 

PA  Miller 

112 

112 

46 

22 

2 

Finance 

1,200 

495 

Walgreen 

27 

C  R  Walgreen  Jr'^ 

100 

112 

64 

45 

31 

Administration 

3,604   1 

496 

Industrial  Bancorp 

2 

J  Simmen 

112 

112 

64 

15 

12 

Finance 

207   ! 

497 

Rochester  Gas  &  Elec 

3 

F  E  Drake  Jr 

112 

112 

55 

33 

3 

Engineering 

55  1 

498 

Foster  Wheeler 

17 

E  F  Wentworth  Jr 

100 

111 

65 

30 

3 

Legal 

349 

499 

WPNB  Pitts 

2 

M  A  Cancelliere 

111 

111 

60 

36 

19 

Finance 

423*. 

500 

Kaufman  &  Broad 

1 

E  Broad 

111 

111 

37 

15 

15 

Finance 

37,311 

501 

Northwest  Bancorp 

8 

H  T  Rutledge 

110 

110 

58 

42 

5 

Credit 

62 

502 

Pub  Serv  Elec  &  Gas 

15 

E  H  Snyder" 

110 

110 

69 

47 

2 

Engineering 

110* 

502 

Colonial  Stores 

13 

E  F  Boyce 

85 

110 

54 

7 

4 

Administration 

142 

502 

McDonnell  Douglas 

93 

J  S  McDonnell 

110 

110 

72 

32 

32 

Founder 

40,425 

502 

Del  Monte 

22 

A  W  Fames  Jr 

110 

110 

56 

35 

2 

Production 

571  1 

508 

McGraw-Edison 

25 

R  H  Giesecke 

110 

110 

64 

24 

1 

Finance 

222  1 

507 

Houston  Lt  &  Pow 

5 

P  H  Robinson 

110 

110 

67 

42 

5 

Engineering 

316  1 

508 

Middle  South  Util 

9 

G  L  Andrus 

100 

109 

66 

43 

9 

Finance 

188  1 

509 

Lubrizol 

3 

M  R  Clapp 

109 

109 

60 

29 

3 

Administration 

8,932  1 

510 

Bemis 

14 

J  Bemis 

109 

109 

57 

34 

11 

Administration 

1,587 

511 

PNB  Corp  Phila 

3 

G  M  Dorrance  Jr 

109 

109 

48 

10 

2 

Finance 

90 

512 

Arkansas  Louisiana  G 

5 

W  R  Stephens 

108 

108 

63 

14 

13 

Administration 

2,704 

513 

Naico  Chemical 

3 

D  G  Braithwaite 

108 

108 

57 

25 

9 

Engineering 

1,020 

513 

AIco  Standard 

12 

TVealell 

108 

108 

56 

6 

6 

Administration 

10,521 

515 

Cincinnati  Milicron 

15 

J  A  Geier 

108 

108 

45 

20 

1 

Engineering 

3,1301 

516 

Pueblo  International 

10 

H  Toppel 

62 

107 

46 

17 

17 

IVIarlteting 

17,9941 

517 

G  C  Murphy 

23 

E  L  Paxton 

107 

107 

63 

43 

3 

Marketing 

2371 

518 

Comsat 

1 

J  V  Charyk 

106 

107 

50 

7 

1 

Administration 

8 

519 

Marine  Midland  Banks 

11 

C  A  Winding 

107 

107 

63 

23 

1 

Legal 

2771 

520 

Southeast  Bancorp 

2 

H  H  Bassett 

90 

107 

53 

23 

4 

Finance 

9,3801 

521 

Norton 

19 

J  Jeppson^' 

106 

106 

55 

31 

4 

Administration 

2,8421 

522 

Financial  Federation 

1 

E  L  Johnson 

106 

106 

60 

12 

12 

Finance 

229; 

523 

Financial  General 

13 

WLCobb 

106 

106 

61 

24 

6 

Finance 

206: 

524 

AH  Robins 

4 

EC  Robins 

106 

106 

60 

37 

34 

Sales 

148,150 

525 

RIHT 

1 

C  H  Gifford  Jr 

105 

105 

58 

22 

8 

Finance 

209 

526 

Pittsburgh  National 

3 

M  E  Gilliand 

105 

105 

48 

18 

1 

Operations 

140! 

527 

Allegheny  Power 

6 

D  M  Kammert 

105 

105 

62 

28 

3 

Finance 

59 

528 

Suburban  Trust  (Md) 

1 

J  R  Sherwood 

105 

105 

NA 

49 

13 

Finance 

1,132 

529 

Fleming 

4 

R  D  Harrison 

105 

105 

47 

19 

6 

Administration 

9161 

529 

Public  Service  Colo 

5 

R  T  Person 

105 

105 

56 

34 

12 

Sales 

110 

529 

American  National 

1 

A  P  Stults 

105 

105 

58 

37 

2 

Finance 

194 

532 

U  S  Bancorp  Portland 

4 

L  B  Staver 

105 

105 

62 

45 

4 

Trust 

65 

533 

Imperial  Corp  of  Am 

1 

J  H  McDonald 

104 

104 

60 

12 

6 

Finance 

157 

534 

Daylin 

11 

A  Barness 

104 

104 

46 

11 

11 

Finance 

3,717 

535 

Rorer-Amchem 

3 

G  F  Rorer 

100 

104 

62 

39 

9 

Marketing 

30,33! 

536 

Dayton  Power  &  Light 

3 

K  G  Oxiey" 

103 

103 

62 

30 

2 

Engineering 

lie 

537 

Williams  Brothers 

8 

J  H  Williams 

102 

102 

52 

27 

20 

Engineering 

35,074 

t  Sale 
benrf 
1/1/7 

ry   and    bonus   -'or    1970  excluding    deferred    compensation    and    stock   options. 
ciallv,   directly   ana    indirectly.     •   Holdinas  other  than   common   stock   not   inclu 
.     2l)Succeeded  by  R  Cushman  4/8/71.     22)   Succeeded  by  R  B  Killen   I/I/7I. 

f   Stock   ownership   i 
ded.     19)  Succeeded 

ncludes  shares  held 
by  C  Walgreen   III 

or  ro-iirolled    by  CEO   and   his  ^<Hi 
4/1/71.     20)  Succeeded   by  E  R  EIB. 
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Who  Gets  the  Most  Pay? 


Rank     Company 


Number  of 

Employees 

(000) 


Chief  Executive 


1970  Data 
His         Total 
Salary  Remuneration!  His 
($000)       ($000)  Age 


Years  Served 

With        As 
Company   Chief 


Corporate 
Background 


Shares  Owned/ 
Controlled  Byt 
Value 
($000) 


Va  Electric  &  Power 
Boston  Edison 
National  Industries 
Hilton  Hotels 
William  WrigleyJr 


543  J  J  Newberry 

544  Mattel 

545  NLT  Corp 

546  Gerber  Products 

547  American  Nat  Ins 


City  Stores 
Pittston 
Kelsey-Hayes 
Florida  Power  &Lt 
Seatrain  Lines 


6 

4 

12 

14 

4 


J  M  McGurn 
T  J  Galligan  Jr 
S  R  Yarmuth 
B  Hilton 
W  Wrigley 


102 
100 
101 
101 
101 


102 
101 
101 
101 
101 


20 
12 

10 
6 
5 


W  C  Straus 
EHAndler 
G  D  Brooks 
D  F  Gerber 
PBNoah 


82 
100 
100 
100 
100 


100 
100 
100 
100 
100 


57 
51 
45 
43 
38 

62 

55 
63 
72 
68 


36 

17 

8 

20 

14 

41 
27 
39 
58 
30 


4 
1 
8 
5 
10 

8 

27 
4 
5 
2 


Engineering 

Finance 

Administration 

Administration 

Sales 


Finance 

Founder 

Investment 

Administration 

Administration 


Shawmut  Association  4 

Acme  Markets  27 

First  Nat  Stores  19 

Trans  World  Airlines  63 

Gulf  Life  Holding  4 


L  H  Martin 

J  R  Park 

H J  Coan 

C  C  Tillinghast  Jr 

E  G  Fitts 


100 
100 
100 
100 

100 


18  I  Newman  II 

16  NT  Camicia 

12  WDMacDonnell 

7  R  C  Fullerton 

4  J  Kahntt 


100 
100 
100 
100 
100 


Kinney  Nat  Service  23  S  J  Ross** 

Zaie  15  BALipshy" 

Willamette  Inds  5  W  Swindells  Sr 

Supermarkets  General  22  M  Perlmutter 

Interco  37  MR  Chambers 


100 
100 
100 
100 
100 


Cook  United  14  R  B  Miner 

Bangor  Punta  9  DW  Wallace 

Girard  3  S  S  Gardner 

Amer  Fletcher  2  S  E  Lauther 

United  Va  Bankshares  3  J  H  Wilkinson  Jr 


100 
100 
100 
100 
100 


100 
100 
100 
100 
100 

100 
100 
100 
100 
100 

100 
100 
100 
100 
100 

100 
100 
100 
100 
100 


63 
56 
54 
60 
54 


42 
32 

4 
10 

3 


9 
3 
4 
10 
3 


Finance 

Administration 

Administration 

Legal 

Legal 


64  38 

54  2 

60  9 

66  40 

54  5 


Sales 

Operations 

Engineering 

Finance 

Operations 


42 
60 
66 
43 
54 

47 
47 
49 
58 
64 


10 
44 
40 
14 
21 

5 
3 

22 
3 


Sales 

Finance 

Credit 

Finance 

Finance 


42 
24 
3,089* 
83,470* 
56,994 


92 

202,284 

2,022 

77,730 

224 


163 
377 
207 
101 

354 


142 
155 
452 
185 
80.535 


10  Sales  31,477* 

13  Sales  26,505* 

19  Operations  12,994 

7  Marketing  6,826 

9  Administration  364 


1,080 

274* 

14 

NA 

NA 


568 

Northwestern  Steel 

4 

W  M  Dillon 

57 

100 

61 

40 

10 

Finance 

12,058 

569 

Cincinnati  Gas  &  El 

5 

B  J  Yeager 

99 

99 

60 

40 

1 

Operations 

89 

570 

U  S  Fidelity 

7 

WJJeffery 

98 

98 

64 

42 

6 

Administration 

475 

571 

Union  Com  Corp  Cleve 

1 

A L Jones 

97 

97 

63 

15 

2 

Finance 

17 

1  572 

Daniel  International 

16 

B  Mickel 

96 

96 

45 

22 

6 

Sales 

2,031 

1  573 

Southern  Company 

17 

A  W  Vogtie  Jr 

96 

96 

52 

30 

1 

Legal 

40 

1  574 

Phil  Electric 

10 

R  F  Gilkeson 

96 

96 

54 

32 

1 

Engineering 

62* 

'575 

Cleveland  Elec  Ilium 

5 

KH  Rudolph 

95 

95 

56 

29 

1 

Finance 

373 

'  576 

Super  Valu  Stores 

6 

G  W  McKay 

95 

95 

53 

32 

1 

Sales 

76 

577 

Sec  Natl  Bnk  LI  NY 

2 

P  J  Clifford 

95 

95 

58 

5 

3 

Credit 

319 

577 

Becton,  Dickinson 

13 

F  S  Dickinson  Jr 

95 

95 

51 

29 

23 

Administration 

61,764 

577 

First  Natl  State  NJ 

2 

W  P  Stillman 

95 

95 

73 

39 

39 

Finance 

1,260 

577 

Safeco 

6 

G  H  Sweany 

89 

95 

57 

37 

1 

Legal 

619 

577 

ARA  Services 

35 

0  J  Davidson 

85 

95 

59 

12 

12 

Sales 

9,433 

.  582 

Wisconsin  Elec  Power 

6 

J  G  Quale 

94 

94 

47 

21 

2 

Legal 

64 

583 

Walt  Disney 

6 

D  B  Tatum 

93 

93 

58 

15 

2 

Administration 

148 

584 

Universal  Leaf 

1 

G  L  Crenshaw 

93 

93 

49 

25 

5 

Sales 

169 

585 

Public  Service  Ind 

3 

C  H  Blanchar 

93 

93 

58 

10 

8 

Finance 

158* 

586 

Tektronix 

10 

HVollum 

78 

92 

58 

25 

25 

Administration 

56,388 

1587 

Old  Kent  Bnk 

1 

R  M  Gillett 

92 

92 

47 

12 

7 

Sales 

254 

:  Sale 
cenef 

•■  C  C  ro 

ry   and    bonus   for    1970   excluding 
ciaMy,    directly    and    Indirectly. 

ximately    10%    o'   the   outstanding 

deferred    compensation    and 
Holdings   other   than    commor 
shares,      ft   CEO   office    held 

stocic    options, 
stock    not    inc 
olntly   with    H 

t  stock  oy. 
luded.     23) 
M    Park. 

/nership   inc 
Succeeded 

udes 
by    D 

hares   held 
ZaIe    1/71 

or   controlled    by  CEO 
•'  Market   value    of 

and   his  fannlly 
CEO    based    on 
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Who  Gets  the  Most  Pay? 


Rank 

Company 

Number  of 

Employees 

(ODD) 

Chief  Executive 

1970  Data 
His         Total 

Salary  Remunerationt  His 
($000)       ($000)         Age 

Years  Served 

With       As 

Company   Chief 

Corporate 
Background 

Shares  Owned/ 
Controlled  Byt 
Value 
($000) 

588 

Max  Factor 

8 

A  Firestein 

91 

91 

46 

23 

4 

Administration 

2,536 

589 

Barnett  Banks  Fla 

2 

G  W  Botts 

55 

91 

56 

7 

^     7 

Legal 

752 

590 
591 
592 

ContI  Telephone 
First  Jersey  Natl 
Prov  Nat  Corp  (Phila) 

17 
2 
3 

J  P  Maguire 
T  J  Stanton  Jr 
W  G  Fouike 

88 
91 
91 

91 
91 
91 

57 
43 
58 

9 
17 
30 

1 
4 
7 

Operations 

Credit 

Trust 

1,830 
22 
91 

593 

Central  Tel  &  Utils 

10 

C  H  Ross 

91 

91 

70 

27 

4 

Legal 

58 

594 
595 

San  Diego  Gas  &  Elec 
G  0  Searle 

4 
9 

J  F  Sinnott'" 
D  C  Searle 

91 
91 

91 
91 

65 

45 

40 
19 

7 
2 

Engineering 
Administration 

128 

222,184 

596 

United  Banks  of  Col 

1 

R  D  Knight  Jr 

88 

91 

57 

7 

7 

investment 

582 

597 

Gibraltar  Financial 

0.3 

H  J  Young 

90 

90 

39 

18 

3 

Administration 

1,301 

598 

Ethyl 

14 

F  D  Gottwald  Jr 

90 

90 

48 

27 

1 

Administration 

32,435* 

599 

Clorox 

0.5 

R  B  Shetterly 

90 

90 

55 

5 

2 

Marketing 

363 

600 

Mercantile  Tr  N  A 

2 

DELasater** 

90 

90 

45 

12 

1 

Trust 

48 

600 
600 

Penn  Power  &  Light 
Society  Corp 

6 
2 

J  K  Busby 

W  F  Lineberger  Jr 

90 
75 

90 
90 

53 
58 

19 

7 

8 
2 

Legal 
Finance 

102 
S3 

600 

Gr  Western  Financial 

1 

S  Davis 

90 

90 

54 

32 

6 

Finance 

1,002 

600 

600 

Central  Bancorp 
Digital  Equipment 

1 
6 

F  E  Nyce 
K  H  Olsen 

90 
90 

90 
90 

64 
45 

20 
13 

6 
13 

Finance 
Administration 

214 
54 

600 

Lone  Star  Gas 

6 

L  T  Potter" 

90 

90 

64 

42 

14 

Operations 

321 

600 

Central  Natl  Chicago 

1 

F  E  Bauder 

90 

90 

50 

8 

7 

Finance 

628 

600 

Parkview-Gem 

6 

1  Wiggs 

90 

90 

56 

1 

1 

Marketing 

3 

600 

Seven-Up 

1 

B  H  Wells 

90 

90 

64 

32 

5 

Sales 

18,190* 

600 

Indiana  National  Cor 

2 

J  K  Mahrdt 

90 

90 

64 

40 

1 

Credit 

211 

600 

No  Ind  Public  Serv 

5 

D  H  Mitchell 

90 

90 

77 

47 

10 

Finance 

379* 

600 

Duke  Power 

11 

W  B  McGuire 

90 

90 

61 

38 

13 

Legal 

71 

613 

Crum  &  Forster 

7 

B  P  Russell 

89 

89 

51 

9 

1 

Marketing 

888 

614 

Provident  Life  &  Ace 

1 

R  L  Maclellan 

89 

89 

64 

43 

19 

Sales 

21,380 

615 
618 

Dayco 

Pacific  Power  &  Lt 

12 
3 

R  B  Jacob 
D  C  Frisbee 

89 
88 

89 
88 

54 
47 

24 
17 

3 
4 

Legal 
Finance 

1,361 
33 

617 

Hobart  Manufacturing 

9 

D  B  Meeker 

88 

88 

45 

22 

1 

Credit 

1,969 

618 

Commonwealth  Oil  Ref 

2 

S  H  Casey" 

88 

88 

53 

14 

10 

Sales 

886 

619 

First  Union  Natl  NC 

62 

C  C  Cameron 

87 

87 

50 

7 

5 

Finance 

NA 

620 
621 
622 

Economics  Laboratory 
Capital  Holding 
Fir  Nat  Hold  (Atlan) 

3 
4 
2 

E  B  Osborn 
H  D  Parker 
E  D  Smith 

70 
87 
86 

87 
87 
86 

63 
61 
59 

43 

2 

17 

21 

1 
4 

Sales 
Sales 
Legal 

41,150 
202 
292 

623 
624 
625 
626 
627 

Florida  Power 
Libby.McNeill  &  Lib 
Dresser  Industries 
Trust  Co  Ga 
Carolina  Power  &  Lt 

3 
6 

34 
2 
3 

A  P  Perez 
D  E  Guerrant 
J  V  James 
G  S  Craft 
S  Harris 

86 

86 
86 
86 
85 

86 
86 
86 
88 
85 

62 

52 
52 
62 
53 

34 

10 
.14 
35 
13 

3 
6 

1 
7 

1 

Engineering 

Marketing 

Finance 

Credit 

Legal 

47 

3 

952 

395 

88 

828 
629 
629 
629 
629 

American  IntI  Group 
Oklahoma  Gas  &  Elec 
Hartford  Natl 
Baltimore  Gas  &  Elec 
Delmarva  Power  &  Lt 

8 

3 
2 
8 
2 

M  R  Greenberg 
D  S  Kennedy 
D  C  Hewitt 
C  E  Utermohle  Jr 
A  T  Gardner 

75 
85 
85 
85 
85 

85 
85 
85 
85 
85 

45 
69 
60 
56 
62 

10 
48 
37 
37 
27 

3 

22 
3 

1 
4 

Administration 

Finance 

Investment 

Engineering 

Finance 

5,436 
231* 

42 

629 
629 
629 
629 
829 

MGIC  Investment 
Va  Natl  Bnk  Norfolk 
Franklin  Life  Ins 
Houston  Natural  Gas 
Sou  New  England  Tel 

0.2 
3 
1 
5 
15 

M  H  Karl 
W  Harrison 
G  E  Hatmaker 
R  R  Herring 
A  W  Van  Sinderen 

85 
85 
85 
85 
85 

85 
85 
85 
85 
85 

61 
55 
60 
50 
46 

14 
29 
43 
7 
23 

14 
2 
2 
3 
4 

Legal 

Credit 

Administration 

Operations 

Marketing 

10,204 

47 
126 
808    ™ 

88    : 

t  Salary  and    bonus   for   1970  excluding   deferr 
benefcciallv.    directly   and   indirectly.     *  Holdin 
Cord  2/1/71.     26)  Succeeded  by  N  Keith  2/23/7 

sd    compensation    and    stock   options, 
qs  other  than   common    stock   not    Inc 
••  Salary  not  annualized. 

t  Stock  ownership  includes  she 
luded.     24)   Succeeded    by    W 

ires  held 
^   Zitlau 

or  controlled   by  CEO   and   his  fami  ^^ 
I/I/7I.     25)  Succeeded    by   W   C   MB 
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1970  Data 

Shares  Owned/ 

Number  of 

His 

Total 

Years  Served 

Controlled  Byt 

Employees 

Salary  Remuneration^:  His 

With 

As 

Corporate 

Value 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

629 

Louisville  G  &  E 

3 

B  H  Milner 

85 

85 

54 

30 

7 

Legal 

129 

629 

Allied  Supermarkets 

17 

C  E  Jolitz" 

85 

85 

56 

5 

2 

Administration 

7 

640 

Washington  Natl  Corp 

4 

G  P  Kendall 

85 

85 

61 

39 

5 

Finance 

8,628 

641 

Kansas  City  Pow  &  Lt 

2 

R  A  Olson 

84 

84 

63 

25 

11 

Legal 

296 

642 

Columbus  &S  Ohio  El 

3 

J  L  McNealey 

80 

83 

64 

48 

5 

Engineering 

31 

643 

Va  Commnwith  Bnk  Shr 

2 

H  C  Moseley 

73 

83 

62 

9 

9 

Finance 

75 

644 

Jefferson  Pilot 

3 

WR  Soles 

83 

83 

50 

24 

3 

Investment 

37 

645 

Union  Trust  Maryland 

1 

J  B  Browne 

82 

82 

63 

43 

1 

Finance 

49 

646 

Huntington   Bancshrs 

2 

C  E  Fultz 

82 

82 

59 

37 

13 

Finance 

203 

647 

Scot  Lad  Foods 

5 

W  R  Schaub 

81 

81 

63 

9 

9 

Administration 

1,789 

648 

First  Virginia  Bank 

2 

R  A  Beeton 

65 

81 

43 

11 

4 

Legal 

144 

649 

CBT  Corp  (Hartford) 

2 

J  F  English 

81 

81 

44 

19 

2 

Finance 

13 

650 

Rohm  &  Haas 

14 

V  L  Gregory  Jr 

81 

81 

47 

22 

1 

Finance 

123 

651 

Richmond  Corp 

5 

W  M  Pace 

81 

81 

51 

10 

6 

Sales 

40 

652 

NY  State  Elec  &  Gas 

4 

W  A  Lyons 

80 

80 

62 

41 

2 

Finance 

57 

653 

Admiral 

11 

R  D  Siragusa 

80 

80 

64 

37 

7 

Marketing 

3,517 

654 

Bank  of  Hawaii 

2 

C  D  Terry 

80 

80 

60 

14 

4 

Finance 

117 

654 

Tampa  Electric 

2 

WCMaclnnes 

80 

80 

69 

22 

17 

Administration 

318 

654 

Fir  Nat  Hold  (Memph) 

1 

A  B  Morgan 

80 

80 

62 

42 

2 

Finance 

273* 

654 

Sedco 

5 

W  P  Clements  Jr 

80 

80 

53 

24 

24 

Operations 

43,426 

Waldbaum 

Continental  Bank  (Pa) 
Texas  Oil  &  Gas 
Fulton  National 
Monumental  Corp 


Fisher  Foods 
Liberty  Nat  Life  Ins 
First  Hawaiian  Bank 
Southwestern  Life 
Quaker  State  Oil  Ref 


Cen  III  Pub  Service 

Borman's 

Fir  Sec  Salt  Lake 

Zayre 

Duquesne  Light 


Coastal  States  Gas 
Arden-Mayfair 
First  &  Merchants 
CP  Financial  Corp 
Illinois  Power 


7 

1 

0.3 
1 
3 


I  Waldbaum 
R  T  Peraino 
LA  Beecherl  Jr 
G  Jones 
F  Baker  Jr 


10  J  Fazio 

4  F  P  Samford  Jr 

1  J  0  Bellinger 

1  W  H  Seay 

2  L  R  Forker 


79 
70 
78 
78 
78 

75 
77 
77 
77 
75 


79 
79 
78 
78 
78 


43 
43 
45 
53 
58 


25 
13 
14 
29 
38 


22 

2 

14 

11 

4 


Administration 

Finance 

Engineering 

Credit 

Administration 


77 

77 
77 
77 
77 


51 

50 
47 
52 
64 


6 

23 

28 

3 

42 


Operations 

Administration 

Operations 

Investment 

Purchasing 


2 
9 
2 
23 
4 


K  E  Bowen 
P  Borman 
G  S  Eccles 
S  H  Feldberg 
J  M  Arthur 


2 

19 
2 

1 
3 


0  S  Wyatt  Jr 
A  J  Crosson 
R  L  Gordon  Jr 
H  F  Still  Jr 
WJKelley 


77 
77 
76 
75 
75 

75 
75 
75 
75 
75 


77 
77 
76 
75 
75 

75 
75 
75 
75 
75 


56 
38 
70 
46 
48 

46 
40 
62 
48 
44 


30 
22 
43 
15 
26 


3 
6 

26 

15 

2 


Operations 

Sales 

Finance 

Sales 

Engineering 


15 
1 
41 
23 
22 


15 
1 
3 
6 


Administration 

Marketing 

Trust 

Administration 

Engineering 


4,382 

55 

11,390 

1,250 
83* 


10,610 

6,302 

133 

165 

904 


13 
5,035 
8,117* 
5,784 

34* 


112,454 
NA 
45 
33 
28 


Kansas  Power  &  Light 

2 

B  S  Jeffrey 

75 

75 

64 

18 

6 

Legal 

270 

Central  fc  South  West 

6 

S  B  Phillips  Jr 

74 

74 

55 

31 

5 

Administration 

89 

So  Carolina  El  fc  Gas 

2 

AM  Williams  Jr 

73 

73 

56 

26 

3 

Legal 

25 

Auto  Data  Processing 

3 

HTaub 

72 

72 

43 

23 

23 

Founder 

39,047 

Equitable  Trust  Bait 

2 

J  A  Luetkemeyer 

63 

71 

61 

37 

7 

Administration 

959 

Bancohio 

3 

P  F  Searle 

71 

71 

46 

1 

1 

Finance 

3 

Southwstn  Pub  Serv 

2 

D  D  Loden 

71 

71 

66 

45 

5 

Engineering 

222 

United  Jersey  Banks 

2 

E  A  Jesser  Jr 

70 

70 

54 

11 

8 

Finance 

466 

Fifth  Third  Bank 

1 

W  S  Rowe 

70 

70 

54 

31 

7 

Finance 

470 

Tecumseh  Prods 

10 

K  G  Herrick 

70 

70 

49 

30 

4 

Administration 

26,938 

{Salary   and    bonus  for    1970  excluding    deferred    compensation    and    stock   options,     t  Stock  ownerstiip  includes  shares  held  or  controlled   by  CEO  and   his  fannily 
"neflcially,    directly   and    indirectly.     *  Holdings   other   than    connmon    stock   not    included.     27)   Succeeded  by  T  McMaster  9/70. 
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Who  Gets  the  Most  Pay? 


1970  Data 

Shares  Owned/ 

Number  of 

His 

Total 

years  Served 

Controlled  Byt 

Employees 

Salary  Remuneration^  His 

With 

As 

Corporate 

Value 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

688 

Albertson's 

9 

J  A  Albertson 

68 

69 

64 

31 

31 

Marketing 

19,764 

689 

Indianapolis  Pwr&  Lt 

2 

0  T  Fitzwater 

68 

68 

65 

47 

-  3 

Finance 

31* 

690 

Bank  of  Commonwealth 

2 

J  E  Thompson^* 

68 

68 

36 

1 

1 

Finance 

29 

691 

Archer  Daniels  Mid 

3 

DO  Andreas" 

68 

68 

52 

4 

1 

Sales 

24,748 

691 

Electronic  Data  Sys 

3 

H  R  Perot 

68 

68 

40 

8  • 

8 

Founder 

577,405 

693 

Giant  Food 

10 

J  B  Danzansky 

68 

68 

56 

6 

6 

Legal 

944 

694 

First  Union  St  Louis 

2 

DR  Calhoun 

68 

68 

68 

2 

2 

Trust 

273 

695 

American  Investment 

7 

D  L  Barnes  Jr 

68 

68 

53 

31 

7 

Finance 

1,035* 

696 

Hamilton  Nat  Bank 

1 

J  E  Whitaker 

60 

67 

64 

18 

15 

Finance 

144* 

697 

Hygrade  Food  Prods 

4 

R  T  Berg 

67 

67 

45 

1 

1 

Marketing 

NA 

698 

United  Merch  &  Mfrs 

36 

M  R  Haskel 

65 

65 

70 

52 

2 

Marketing 

799 

699 

Marine  Corp  Milwauke 

1 

J  C  Geilfuss 

65 

65 

57 

23 

6 

Legal 

145 

699 

Union  Trust  New  Hav 

1 

T  F  Richardson 

65 

65 

48 

24 

4 

Finance 

98 

639 

Com  Bancshares  Mo 

2 

J  M  Kemper 

65 

65 

49 

5 

5 

Finance 

4,204 

702 

Kansas  City  Life  Ins 

0.6 

J  R  Bixby 

64 

64 

46 

30 

2 

Administration 

10,246 

703 

Campbell  Taggart 

12 

B  0  Mead 

62 

62 

51 

11 

1 

Administration 

2,130 

704 

First  At  Orlando 

1 

W  H  Dial 

62 

62 

63 

24 

9 

Legal 

852 

705 

Govt  Employees  Ins 

5 

D  L  Kreeger 

62 

62 

61 

22 

1 

Legal 

15,154 

706 

American  General 

8 

G  S  Wortham 

62 

62 

79 

46 

46 

Finance 

10,033* 

707 

Arizona  Public  Serv 

3 

W  P  Reilly 

59 

62 

62 

23 

1 

Administration 

5 

708 

First  Tulsa  Bancorp 

1 

F  G  McClintock 

62 

62 

56 

12 

9 

Production 

784 

709 

McCulloch  Oil 

1 

CVWoodJr 

61 

61 

50 

10 

5 

Finance 

2,959 

710 

General  Am  Oil  Texas 

1 

W  P  Barnes 

60 

61 

50 

17 

5 

Legal 

81 

711 

Baystate 

3 

R  Wengren 

60 

60 

58 

32 

4 

Investment 

218 

712 

Amer  Bnk  &  Trust  (Pa) 

1 

S  D  Kline 

49 

60 

68 

42 

27 

Finance 

713 

713 

Federal  Nat  Mort 

1 

A  0  Hunter 

60 

60 

54 

1 

1 

Legal 

6 

714 

Utah  Power  &  Light 

2 

E  A  Hunter 

56 

58 

56 

33 

2 

Engineering 

30,263 

715 

First  Natl  Charter 

1 

B  S  Heddens  Jr 

56 

56 

46 

18 

2 

Finance 

110 

716 

American  Financial 

1 

C  H  Lindner 

55 

55 

51 

16 

16 

Finance 

95,142* 

717 

Missouri  Pacific  R  R 

23 

W  G  Marbury 

55 

55 

59 

26 

6 

Legal 

NA 

718 

N  J  Bank  N  A 

1 

N  Brassier 

50 

55 

59 

31 

2 

Investment 

98* 

719 

Gulf  States  Utils 

3 

F  R  Smith 

54 

54 

57 

35 

1 

Engineering 

53* 

720 

Joy  Manufacturing 

10 

JWWilcock 

53 

53 

54 

5 

3 

Administration 

214 

721 

Jack  Eckerd 

7 

J  M  Eckerd 

50 

50 

57 

18 

18 

Founder 

80.824 

721 

First  Natl  Ft  Worth 

1 

P  W  Mason 

50 

50 

51 

9 

2 

Finance 

NA 

721 

Crown  Cork  &  Seal 

15 

J  F  Connelly 

50 

50 

66 

14 

14 

Sales 

15,881 

724 

First  Natl  Bancorp 

1 

B  D  Alexander 

50 

50 

49 

20 

1 

Finance 

119 

725 

Malone  &  Hyde 

4 

J  R  Hyde  III 

49 

49 

28 

6 

2 

Administration 

1,642 

726 

First-Citizens  (NO 

2 

LR  Holding 

49 

49 

43 

21 

14 

Finance 

19,638* 

727 

Fir  Okia  Bncorp  Okia 

NA 

C  A  Vose 

45 

46 

70 

8 

8 

Credit 

1,181 

728 

Wetterau  Foods 

2 

T  C  Wetterau 

45 

45 

43 

19 

1 

Sales 

2,282 

729 

Cudahy 

6 

F  T  Barretttt 

40 

40 

61 

23 

1 

Legal 

82 

730 

Pullman 

19 

SB  Casey  Jr** 

40 

40 

43 

1 

1 

Administration 

29 

731 

H  &  R  Block 

4 

HW  Block 

36 

36 

46 

16 

16 

Founder 

100,163 

732 

Iowa  Beef  Proc 

4 

C  J  Holman 

35 

35 

59 

10 

8 

Purchasing 

2,331 

733 

Combined  Insurance 

2 

W  C  Stone 

35 

35 

68 

24 

24 

Sales 

242,088 

734 

Northwestern  Fin 

2 

E  Duncan  Sr 

33 

33 

65 

42 

34 

Credit 

2,586 

735 

Amer  Beef  Packers 

1 

F  R  West 

32 

32 

51 

7 

7 

Founder 

2,553 

736 

Potomac  Elec  Power 

4 

RR  Dunn'" 

18 

18 

71 

28 

15 

Finance 

109 

737 

Havatampa  Cigar 

4 

D  H  Woodbery 

13 

15 

79 

61 

24 

Manufacturing 

2,990 

t  Sal< 
benef 
30)   S 

iry   and    bonus  for   1970  eKcluding    deferr 
cially,    directly   and   Indirectly.     *  Holdin 
ucceeded    by   W    R   Thompson   3/1/71.     •♦ 

Bd   connpensation   and 

gs   other   than    commor 
Became   CEO   9/15/70. 

stock   options,     t  Stock  ownership  includes  shares  held 
stock    not    inrluried.     28)   Succeeded    by    J    A    Hoope 
tt   E    Paul    1/20/71. 

or  controlled   by  CEO 
r     I/I4/7I.     29)   Became 

and  his  family 

.  CEO  \\/ino. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these 
Debentures.  The  offer  is  made  only  by  the  Prospectus. 


$200,000,000 

Kennecott  Copper  Corporation 


7V8%  Debentures  Due  2001 


Interest  payable  May  1  and  November  1 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Debentures  in  compliance 

with  the  securities  laivs  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC. 

MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

DREXEL  FIRESTONE 

Incorporated 


BLYTH  &  CO.,  INC. 


KUHN,  LOEB  &  CO. 

THE  FIRST  BOSTON  CORPORATION 

SALOMON  BROTHERS 

duPONT  GLORE  F  ORG  AN  ST  A  ATS 

Incorporated 


EASTMAN  DILLON,  UNION  SECURITIES  &  CO. 

Incorporated 

HORN  BLOWER  &  WEEKS-HEMPHILL,  NOYES 
LOEB,  RHOADES  &  CO. 
STONE  &  WEBSTER  SECURITIES  CORPORATION 
WHITE,  WELD  &  CO. 


HALSEY,  STUART  &  CO.  INC. 

LAZARD  FRERES  &  CO. 

PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated 


BACHE  &  CO. 

Incorporated 

April  23, 1971 


EQUITABLE  SECURITIES,  MORTON  &  CO. 

Incorporated 


WERTHEIM  &  CO. 
DEAN  WITTER  &  CO. 

Incorporated 

REYNOLDS  &  CO. 


nm 


These  studies  may  be 
the  most  comprehensive  books 
ever  published  about  San  Diego 
as  a  location  for  your  plant 

You  decide. 

Any  one  of  these  six  free  books  will  tell  you  just 
about  everything  you  want  to  know  about  San 
Diego  County  as  a  location  for  your  plant. 

"An  analysis  of  San  Diego  County  as  an  Environment  for:" 

1.  HEADQUARTERS  FACILITIES 

2.  ELECTRONICS 

3.  PLASTIC  FABRICATION 

4.  BIOMEDICAL  TECHNOLOGY 

5.  THE  APPAREL  INDUSTRY 

6.  THE  MANUFACTURE  OF  PERSONAL/ 
RECREATIONAL  CONSUMER  GOODS 

Just  drop  us  a  note  on  your  company  letterhead  indicating 
which  booff  you'd  like—we'ii  have  a  copy  on  the  way  to  you 
pronto. 

Write:  Ross  Spalding 

Area  Development  Manager 

Dept.  15 

San  Diego  Gas  &  Electric  Company 

P.O.  Box  1831 

San  Diego,  California  92112 

(714)  232-4252 


not  be  seen 
vi^liere  your  customers  and 
prospects  are  looking* 

In     Forbes:  capitalist  tool 


•More  top  management  men  in  America's  500  largest  industrial  corpora- 
tions read  FORBES  regularly  than  read  Time  or  Business  Week,  or  Fortune, 
or  U.S.  News  or  Newsweek  (trdos  and  Morgan). 


The  Richest  CEO  is  J. 

Paul  Gefty.  His  Geity 
Oil  shares,  worfh  $853 
million  lasi  Dec.  31, 
now  are  worih  over 
$1  billion,  bringing  his 
tofal  visible  wealth 
close    fo    $1.5    billion. 


(Continued  from  page  164) 
chains,  who  was  paid  only  $155,00(* 

Profits  declined  by  26%  at  Kais€ 
Aluminum  &  Chemical  last  year  an 
are  still  falling,  but  CEO  Thorn; 
Ready  earned  a  salary  and  bonus  ( 
$335,000,  one  of  the  highest  tota 
on  the  list.  But  Harry  Gadsden  i 
Merck  &  Co.  was  paid  only  $150,00i 
Merck,  with  a  26%  return  on  stoc 
holders'  equity  and  an  imbroken  strii 
of  earnings  gains  going  back  nil 
years,  is  one  of  the  nation's  most  pre 
itable  companies. 

From  a  public-relations  point 
view.  General  Motors  did  a  sm; 
thing.  A  long  strike  reduced  GN 
earnings  bv  two-thirds  in  1970,  ai 
Chairman  James  Roche  gave  up  1 
bonus  and  took  a  $405,000  cut  in  p 
to  $250,000. 

Pocket   Money? 

Salaries  are  sometimes  geared  lo 
er  when  the  CEO  is  already  qu 
wealthy.  IBM's  Watson,  for  examp 
holds  $74  million  worth  of  H 
stock  (sec  far  right-hand  cohimn 
accompanying  tables).  In  a  sense 


Pathways  to  the  Top 


Corporate 
Background 


Number  of 
CEOs 


Sales  &  Marketing  144 
Engineering,  Production 

&  Manufacturing  91 

Finance  &  Banking  181 
Administration 

&  Operations  181 

Legal  89 

Founder  16 
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Chief  Executive 
Stock  Ownership 

Mkf.  Value  of  Percentage 

Own  of 

Company's  Sfock  CEOs 


Over  $100  million  3% 

$20Million-$100-Million  7 
$5  Million$20  Million  11 
$2  Million-$5  Million  11 
$1  Million-$2  Million  11 
Less  Than  (1  Million       57 


salary  is  only  pocket  mone) .  So  too 
with  \V.  Clemer.t  Stone,  who  owns 
S242  million  of  Combined  Insurance 
stock  and  draws  onl\    S35,()()0  a  year. 

But  not  all  the  rich  managers  are 
so  considerate.  Technicon's  Edwin 
U'hitehead  owns  92?  of  his  tinv  com- 
pan\'s  shares,  valued  on  the  market 
at  $767  million,  vet  he  pavs  himself  a 
salary  of  S373,()0().  Whitehead  gets 
his  Ixith  wa\s;  from  the  stock  market 
and  from  the  company.  Eugene  Bees- 
ley,  with  Sll  million  of  Eli  Lilly  stock, 
took  home  $325,000. 

Some  highly  remunerated  heads 
of  truly  top-performing  companies 
-like  Avon  Products'  Wavne  Hicklin 
($370,000),  Eastman  Kodak's  Louis 
Eilers  ($350,000)  and  Xerox'  C.  Pe- 
ter McColough  ($304,000) -prob- 
ably earned  their  pay  and  then  some. 
But  William  Paley,  the  bo.ss  of  slump- 
ng  Columbia  Broadcasting  System, 
[•eceived  $384,000.  The  heads  of  sev- 
|:'ral  large  steel  and  chemical  compa- 
liies,  who.se  firms  have  been  turning 
in  decidedly  mediocre  residts  in  re- 
j.ent  years,  nonetheless  draw  salaries 
)f  more  than  $250,000. 

Others  with  far  more  modest  sala- 
ies  would  seem  more  deserving, 
rank  Rooney  of  Melville  Shoe,  which 
■;uTis  a  fancy  27!?  on  its  stockhold- 
•rs*  equity,  made  only  $156,000  la.st 
ear.  Lester  Burcham  of  F.W.  Wool- 
vorth,  a  laggard  outfit  that  earns 
inly  one-third  as  much  on  equity, 
Dok  home  exactly  twice  as  much 
$312,000)  in  personal  compensation. 

They're   Not   All   Rich 

We  could  go  on  with  more  exam- 
ines, but  it's  just  as  much  fun   to  go 
ifirough   the   list   yourself.    Take   that 
light-hand    column,    which    lists    the 
oldings  of  each  man  in  his  own  com- 
my's   stock.    Among   the    profession- 
1  managers,   the   hired    hands,    there 
le  quite  a  few  men  with  very  long 
r\ice    who    have    accumulated    sur- 
risingly  few  shares.  Bimy  Mason,  af- 
r  39  years  with  Union  Carbide  and 
gilt  years  as  chief  executive,  retired 
1  April  holding  only  $201,000  worth 
UC  stock.   H.I.    Romnes,   after  43 
?ars  in  the  service  of  his  company, 
IS   only    $251,000    of    AT&T    stock, 
hairman    Stuart   S.    Cort   owns   only 
34,000  of  Bethlehem  Steel  stock. 
{Continued  on  page  207) 
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First  National  City  Bank  pre- 
sents The  Sound  of  the  Economy 
—  a  mind-opening  round-table- 
on-cassette.  A  unique  new  tool 
for  you  or  for  your  company's 
management.  Brought  to  you 
every  month  by  the  same  prac- 
tical professionals  who  originate 
our  widely  read,  widely  quoted 
Monthly  Economic  Letter. 

It's  the  new  way  to  get  the  story 
on  today's  and  tomorrow's  econ- 
omy. Get  it  quickly,  easily,  clearly, 
via  the  spoken  word. 

Every  month,  two  top  econo- 
mists from  First  National  City  en- 
gage in  a  no-holds-barred  extem- 
poraneous dialog  on  tape.  They 
tell  it  the  way  they  see  it.  They 
discuss  such  issues  as  inflation,  in- 
terest rates,  wage  and  price  con- 
trols, employment,  production, 
profits.  In  a  non-technical  conver- 
sation you  can  listen  to  any  time— 
or  your  management  people  can 
listen  to  as  a  group.  Giving  you  an 


opportunity  to  update  your  think- 
ing and  sharpen  your  perspective. 
And  you  are  represented  in  the 
discussion  by  a  skilled  and  well- 
known  moderator— John  Daly. 

The  price  for  this  one-of-a-kind, 
first-of-its-kind  service?  Just  $75, 
postpaid,  for  12  months— 12  cas- 
settes. This  also  includes  printed 
transcripts  of  each  month's  discus- 
sion. (Or  you  can  get  the  monthly 
transcripts  alone  for  just  $35.) 
The  cassettes  may  be  played  on 
any  standard  cassette  player— or, 
for  your  convenience,  we  also 
make  available,  through  a  distrib- 
utor, a  Panasonic  cassette  recorder 
with  microphone  and  ear  attach- 
ment, for  just  $39.95.  The  recorder 
has,  of  course,  many  other  uses 
besides  bringing  you  The  Sound  of 
the  Economy. 

If  you— or  your  company's  key 
people— need  to  know  what  the 
economy  sounds  like,  this  month 
and  every  month,  return  the  cou- 
pon below.  Today. 


^  JVhat  does 
the  economy 

ind  like? 


The  service  is  cancellable  at  any  time  with  refund  of  pro-rated  amount  of  fee.  The 
recorder  is  not  returnable.  F 
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HEAT  TRANSFER 
PROBLEMS? 


This  Type  "F"  Shell  and  Tube  Heat  Ex- 
changer is  available  from  Young  in  sin- 
gle, two  pass  and  four  pass  models  with 
copper  base  alloy  or  stainless  steel  con- 
struction. This  is  typical  of  over  1100  dif- 
ferent heat  exchangers  built  to  heat  or 
cool  water,  oil,  process  fluids,  gases  or  to 
condense  steam  and  vapors.  Many  models 
ore  available  from  stock  for  immediate 
delivery.  If  you  need  maximum  heat  trans- 
fer and  minimum  size,  we  have  a  Heat 
Exchanger  to  meet  your  specific  require- 
ment. Write  for  Catalogs    1171,1270. 

YOUNG  RADIATOR  COMPANY 


y? 


General  Ollice*:  Racine,  Wiaconiin  S3404 

Radiators  •  Meat  Exctiangers 
Oil  Coolers  •  Unit  Heaters 


SPRAY  PLANT  ROOFS 

Most  large  industrial  corporations  use 
their  own  maintenance  men  and  the 
Ranco  Roof  Spray  System  to  econom- 
ically maintain  plant  roofs,  thus 
eliminaling  roofing  contractors  and 
their  premium  priced  labor.  The 
Ranco  Root  Spray  System  simplifies 
roofing  so  that  inexperienced  mainte- 
nance men  can  achieve  professional 
results  after  minimal  instruction  by 
Ranco  Roofing  Engineers.  Plant  roofs 
are  maintained  at  the  regular  plant 
wage  scale  without  overtime,  free 

48-page  Catalog. 

RANCO  INDUSTRIAL  PRODUCTS  CORP. 

13306  Union  Avenue  Cleveland,  Ohio  44120 

Phone  (216)  283-0300 


Geneen  of  ITT 


Harold  Geneen 


// 


'Maybe  I'm  Worth  $5  Million  a  Year 

Is  a  great  manager  worth  ^s  much  as  a  great 
entrepreneur?  Yes,  says  Harold  Geneen, 
who  thinks  he's  hardly  overpaid  at  $767,000. 


y? 


Are  chief  executive 
miich?    Forbes   put 


officers  paid  too 
the  question  to 
Harold  S. Geneen,  the  boss  of  Interna- 
tional Telephone  &  Telegraph  and  the 
highest-paid  man  in  American  indus- 
try: $767,000  last  year. 

"That,"  Geneen  retorted,  "depends 
on  his  record. 

"What  do  you  pay  somebody  who 
has  contributed  $11  billion  to  his  com- 


pany?" he  asked  rhetorically,  referring 
to  the  huge  increase  in  ITT's  market 
value  since  he  took  over  12  years  ago. 
And  he  answered  his  own  ques- 
tion: "Maybe  if  I  study  this  hard 
enough  I'll  decide  I'm  worth  $5  mil- 
lion a  year  and  a  lot  of  other  guys 
around  here  are  worth  $2  million, 
each."  Geneen  hastened  to  add  that  \ 
he  wasn't  serious  about  paying  him- 


Cha/rman  Geneen 


r4- 
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If  quite  that  much,  but  he  added: 
!omebod\  recently  commented  that 
V  objective  is  to  be  a  million-dol- 
r-a-vear  man.  Wrong.  I've  set  my 
'e  on  a  much  higher  figure." 
It  annoys  Geneen  that  entrepre- 
;urs  who  start  companies  and  then 
11  them  or  take  them  public  can  end 
J  with  hundreds  of  millions  of  dol- 
rs.  And  taxed  at  capital  gains  rates, 
o.  But  the  guy  who  actually  runs  a 
(mpanv  isn't  even  in  the  same 
ague.  "We  bought, "  he  sa\s  of  ITT, 
oughlv  100  companies  from  individ- 
ils  or  closeK  held  groups  and  paid 
jywhere  from  $500,000  to  SlOO  mil- 
)n  for  each.  For  example,  no  one 
;ts  excited  when  we  pa\,  say,  $50 
illion  to  buv  a  company  and  the  en- 


//?  Control 

Despite  the  uncertainties  that 
lie  ahead  for  the  world,  Geneen 
has  no  doubts  for  ITT.  Last  year 
its  re\enues  were  S6.4  billion, 
its  profits  $353.3  million.  He  says 
flatlv  that  he  should  be  able  to 
add'  $500  million  to  S600  mil- 
lion a  year  in  revenues  and  $30 
million  to  S40  million  a  year  in 
profits.  At  that  rate,  ITT  would 
be  an  $ll-billi()n  companv  bv 
1976,  with  profits  of  $600'  mil'- 
lion.  How  can  a  huge  company 
count  on  growing  at  this  rate? 
"The  parts  aren't  all  that  big," 
says  Geneen,  "and  if  each  of  the 
parts  grows,  then  I  assume  the 
whole  will,  too.  Conect?  Okav?" 


?preneur  gets  that  amount  for,  say, 
i  years  work,  all  lightly  taxed, 
ockholders  don't  get  excited  be- 
use  you  can  measure  what  a  com- 
nif  is  worth. 

"But  that  gu\  who  sold  it  probably 
inaged  ma\be  1,000  people  at  the 
)st.  We're  managing  400,000  people. 
id  we  have  the  finest  record  in  the 
untry.  On  a  compoimd  basis,  our 
e  of  growth  in  earnings  per  share 
11.6%,  second  onlv  to  IBM  among 
!  companies. " 

jConsidering    this     accomplishment, 

i";idering  what  some  entrepreneurs 

aid   for  lesser   accomplishments, 

en  wonders  whv  anyone  would 

t  --tion  his  salaiy.  "Let  me  tell  you 

tine   story.    I've    just   sold    part    of 

^  little  business  I  own  [Acme  Visi- 

IVcords]   and  made  more  money 

f  that  than   I've  ever  made  out 

'  IT.  And  I  did  that  with  one-tenth 

1     of  my  time. " 

^eneen  feels  one  of  the  problems 
that  as  a  professional  manager, 
reholders  feel  you  work  for  them. 
3y  wonder  why  anyone  who  is 
rking  for  them   makes   more   than 


Otfnty 


And  you  get  them  in 

Oakland/Alameda  County's  "Grow  West"  kit. 

Here  is  a  sampling: 

Fact  *1 —Oakland /Alameda  County's  transportation /distribution 
capability  allows  flexibility  in  marketing:  107  major  trucking  com- 
panies, three  transcontinental  railroads,  headquarters  for  the 
nation's  two  largest  supplemental  air  carriers,  and  a  containerization 
port  that  is  the  largest  on  the  Pacific  Coast  and  the  second  largest 
in  the  world. 

Fact  *2  — Oakland/Alameda  County's  favorable  research  and  devel- 
opment climate  allows  you  to  draw  upon  a  vast  pool  of  scientific 
talent  in  setting  up  your  own  research  facilities,  or  you  can  contract 
for  R&D  services  with  one  of  the  many  public  and  private  research 
groups  already  here. 

Facts  ^3  through  8  deal  with  labor  supply,  material  resources,  energy 
for  industry,  education,  living  style,  per  capita  income,  and  govern- 
mental services  .  .  . 

...  all  the  facts  your  site  committee  needs,  plus  aerial  photographs 
and  details  of  a  sampling  of  industrial  sites  now  available. 

Send  for  Oakland/Alameda  County's  "Grow  West"  kit  now, 
and  get  all  the  facts!  


Oakland! Alameda  Cou 


Clip  this  coupon  to  your  letterhead  and  send  to; 

New  Industries  Comnnittee,  Suite  204 

1320  Webster  Street 

Oakland,  CA  94612  (Phone  (415)  451-7800) 


ALAMEDA  •  ALBANY  •  BERKELEY  •  EMERYVILLE 
FREMONT  •  HAYWARD  •  LIVERMORE  •  NEWARK 
OAKLAND  •  PIEDMONT  •  PLEASANTON  •  SAN  LEANDRO 
UNION  CITY  •  RURAL  ALAMEDA  COUNTY 
Unincorporated  Areas:  CASTRO  VALLEY  •  DUBLIN  •  SAN  LORENZO 


Name- 


.Title- 


Company- 
Address 

City 


State- 


-Zip- 
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Questions  for  presidents 

considering 

a  computer  installation 


Here  are  several  important  questions  to  consider  in 
the  planning  of  a  major  data-processing  center. 

•  Will  the  choice  of  location  for  the  center  best  serve 
our  interest— immediately  as  well  as  in  the  future? 

•  Will  the  layout  produce  the  most  efficient  inter- 
department  work  flow? 

•  Will  the  plan  permit  maximum  internal  flexibility 
for  adding  and  rearranging  peripheral  equipment? 

•  Will  there  be  adequate  provisions  for  facility  expan- 
sion to  accommodate  additional  "hardware"  and  staff? 

•  Will  the  center  have  built-in  operational  reliability? 

•  Will  it  have  safety  features  to  protect  the  equipment 
as  well  as  our  service  commitments? 

•  Will  it  have  provisions  for  maintaining  information 
security? 

•  Will  the  working  environment  attract  and  hold  skilled 
personnel? 

•  Will  the  planning,  design,  and  construction  of  the 
facilities  be  handled  so  as  to  assure  onschedule  and 
within  budget  completion? 

•  Do  we  have  the  internal  resources  to  assure  satis- 
factory answers  to  these  questions? 

An  Austin  facility  analysis  can  help  you  determine 
answers  to  these  questions.  It's  one  of  seven  Austin 
engineering-economic-consulting  services,  which  are  an 
important  initial  step  in  a  systems  approach  to  develop- 
ment of  optimum  solutions  to  plant  facility  problems. 

For  further  information  please  write,  wire 
or  teletype:  The  Austin  Company, 
3650Mayfield  Road,  Cleveland,  Ohio  44121. 


THE  AUSTIN 
COMPANY 

Designers  ■  Engineers  ■  Builders 


the  shareholders  do  themselves.  Ap 
parently  they  see  nothing  wrong  witl 
a  capitalist  or  an  entrepreneur  or  ar 
inheritor  making  or  gaining  fortunes 

Whatever  he's  paid,  Harold  Geneei 
works  hard  for  it.  His  life  seems  t( 
have  no  wider  horizons  than  the  jol 
of  building  ITT.  His  single-mindec 
dedication  often  finds  him  chairinj 
meetings  until  11:30  at  night.  H( 
avoids  the  outside  directorships,  th( 
entertaining  and  the  prestige  commit 
tees  that  so  manv  others  seek.  Wha 
is  an  honor,  prestige  to  them  is  a  sim 
pie  nuisance,  a  distraction  to  Geneen 

"I  still  sit  on  the  National  Shawmii 
Bank  of  Boston  board,"  he  says,  "bu 
I'm  ashamed  that  I  only  attend  boar 
meetings  once  or  twice  a  year.  Wh, 
the  hell  do  I  want  to  sit  on  a  lot  c 
other  guys'  boards?  It  interferes  wit 
my  schedule.  The  stockholders  don 
pay  me  to  sit  on  someone  else's  boan 
I  don't  get  enough  in  directors'  fe( 
to  make  it  interesting.  So  I  wou) 
be  doing  it  for  pure  ego." 

What  about  the  theory  that  by  si 
ting  on  other  boards  vou  learn  ho 
others  run  their  business  and  the  e 
posure  broadens  you? 

"This  is  for  your  tape  recorder,"  1 
shouted,   "CENSORED!"   with  a  b 
smile.  "I  get  more  useful  informatid 
working  on  my  company,   and  thd 
are  some  problems   I  can't  get  to 
my   compau)-.    I   can   ill   afford   to   ■ 
around    while    someone    goes    arouJj 
some  routine  stuff.  And  another  thil  I 
I  just  don't  do  is  go  to  all  these  daiij  i 
banquets,"  j  I 

Why  doesn't  he  have  the  time?  if  J 
cause  of  the  way  he  sees  and  does  li 
job.  "The  chief  executive's  job  is 
see  that  results  happen. The  first  th» 
is  to  worrv  about  the  things  he  wa 
to  have  happen  and  may  not  happ 
After  that  he  starts  worrying  ab« 
what  he  doesn't  want  to  have  h 
pen  but  ma\'. 

"Now  when  he  starts  worrying- 
does  two  things.  First,  he's  gotten  ei 
gized  about  something  he's  got  tQ 
something  about,  and  he's  identi 
what  these  things  are.  Second,  he's 
to  put  together  some  kind  of  an 
swer,  whether  it's  a  pyramid  or  ir 
agement-meeting  approach,  .so 
he  knows  that  these  things  do  I 
pen  that  he  wants  to  and  don't  } 
pen  that  he  doesn  t." 

If  Geneen  lost  the  reader  with  PT" 
last  sentence,  the  reader  needn't  pl 
bad.  Geneen  is  in  a  hurry  with  </- 
erything,  including  getting  his  ii  »s 
across.  He  doesn't  pause  for  empl  ps 
or  to  embellish  a  statement.  He  w  p 
his  sentences  so  hard  that  they  cly 
two,  three  or  even  four  thought;  p- 
stead  of  a  single  one.  At  this  p  |t- 
Forbes  stopped  Geneen  and  a  W 
him  to  restate  the  last  idea. 
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Chuckling,  Gen?en  defined  the 
hief  executive's  job  as  directl\  as 
erhaps  it  can  be:  "His  job  is  to 
Tite  an  annual  report  that  says  here's 
•hat  we  (lid.  Not  an  annual  report  that 
;lls  \ou  all  the  reasons  \vh\  we 
idn't.  Isn't  that  simple?" 

Our  reporter  threw  Geneen  a  curve: 
bu've  a\oided  big  commitments  in 
le  high-technology  areas  like  com- 
uters  and  made  your  record  on  mun- 
ane  things,  like  car  rentals  and 
hicken  pies  and  hotels. 

"Ha,  ha.  You've  discovered  the  se- 
ret  of  how  to  make  mone\'.  We're 
1  the  semiconductor  business  and 
re're  one  of  the  few  making  some 
ione\-  on  it.  But  we  make  more  money 
n    plumbing    fixtures    than    we    ever 

—  Out  of  Control — , 


H-^HOLD  Geneen  has  his  own 
company  under  iron  control  and 
it  irks  him  that  the  whole  coun- 
tr\-  isn't  in  hand  as  well.  "Our 
[cen.sored]  Government  is  about 
to  run  the  coimtry  down  the 
drain,"  he  says,  losing  his  cool 
for  a  moment.  He  feels  the  anti- 
tnist  laws  are  hopelesslv  out  of 
date,  and  he  resents  what  he 
considers  is  Government's  hos- 
tile attitude  toward  business  at 
a  time  when  foreign  govern- 
ments work  hand-in-glove  with 
their  national  business  interests. 
"Our  Government  is  supposed 
to  take  some  leadership.  I  keep 
saying  in  Washington,  'You've 
got  to  put  some  dignity  back  in 
business,'  and  I  mean  it.  Danunit, 
management  is  the  baling  wire 
that  keeps  everything  in  place. 
They  don't  quit.  They  don't 
strike.  They  just  keep  the  place 
going.  Everyone  in  Government 
is  really  [censored].  Tbev  haven't 
the  courage  to  tell  the  kids  you 
can't  have  ice  cream  and  cook- 
ies three  times  a  day." 


'like  on  semiconductors.  Yet  if  any 
loduct  in  terms  of  risk  or  product 
lue  given  deserves  a  high  profit,  it's 
iiiiconductors. 

AVhat's  wrong  with  these  semicon- 

etor  people?  Why  are  they  always 

tting  prices?  We  have  a  company 

e  Grinnell,  makes  fire  equipment,  a 

of   big   heavv    flanges    and    metal 

Ilk.    Those    Grinnell    guys    are    too 

3ud  not  to  make  5%  profit.  What's 

tferent?   I   have   to   assume    it's   the 

Igineers.  Look  at  most  semiconductor 

sinesses,    big    mifitary    areas,    cer- 

n   computer   businesses.    They   are 

minated  by  engineers  who  are  al- 

ys  reaching  out  for  better  answers 

the  technical  sense  and  really  don't 
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high-priced 


Up-Tight  about 
space  for  expansion? 


How  many  businesses 
fail  to  reach  their  poten- 
tial  because  the   space 
squeeze  makes  them  think  small? 
In   Nebraska,  you  can  afford  to 
think  bigger. 

We've  got  all  the  space  you  could 
want,  and  then  some.  In  urban, 
suburban  and  rural  locations.  In 
industrial  parks  or  areas  that  will 


be  developed  to  meet 

your  needs.  And  at  low 

to    moderate    cost   with 

various  types  of  financing  already 

available. 

So  if  you're  up-tight  about  elbow 
room,  unwind  in  Nebraska.  Build 
your  new  plant  here. 

For  information  write  to  the  Director. 


m 


\ NEBRASKA 


ECONOMIC 


DEPARTMENT  OF 
DEVELOPMENT 


Dept.  85,  State  Capitol, 


Lincoln,  Nebraska  68509 


r- 


Whenever  a  businessman 
thinks  New  Jersey, 
he  thinl(s  First  National 
State  Bancorporation, 
New  Jersey's  first 
billion-dollar  commercial 
banking  corporation--^^ 

AND  THAT'S  GOOD 


FOR  BUSINESS! 


r  0, 

cfirst  Jtational  ^late  Jjancorporalion 

550  BROAD  STREET  /  NEWARK,  N.J.  07102 

Member  Banks:  First  National  State  Bank  of  New  Jersey  /  The  Edison  Bank,  N.A.  / 

First  National  State  Bank  of  North  Jersey  /  The  Warren  County  National  Bank  / 

First  National  State  Bank  of  Spring  Lake 
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DOES YOUR 

PRESENTATION 

LOOK CHEAP? 


An  unimaginative  folder  can  rob  the 
most  well-written,  well  thought-out 
business  proposal  of  much  of  its 
authority,  because,  like  it  or  not ,  mo^t 
people  judge  a  book  by  its  cover. 

But  you  can  add  prestige  to 
your  presentations,  reports,  letters, 
charts,  catalogs,  with  an  Executive 
Presentation  Folder ....  and  Save 
50%   of  the  certified  retail  price. 

These  grained  leatherette  folders 
come  in  your  choice  of  Renaissance 
Brown,  Moroccan  Black,  Crushed- 
Leather  Brown  and  Walnut  Grain. 

Each  holds  from  1  to  35  pages 
and  comes  with  a  matching  slip-on 
binder,  and  we  can  even  goldstamp 
your  trademark  on  each  cover. 

They  might  be  the  hardest  work- 
ing salesmen  you  ever  had. 

SEND  FOR  YOUR  SAMPLE  KIT 

To  help  cover  Postage  &  Handling,  please  enclose 
51.00  which  will  be  refunded  if  you  order 


P--- 


Dept.  &0 

^^T'^^  Prudent  Publishing  Company 
H^^'^  tngle.  jod  Cliffs,  New  lersey  07632 

Send  mc  the  Executive  Presentation 
Folder  Samplt-  Kit  There's  no  obli- 
gation, of  course.  !  enclose  $1.00, 
which  will  be  refunded  if  I  order. 


■       CITY  AND  STATE 
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have  as  their  objective  tlie  maximuni 
return  to  the  shareholder. 

"Do  you  know  we  actually  had  two 
guys  whose  job  it  was  to  keep  us  out 
of  the  computer  business?  It  probably 
saved  us  half  a  billion  dollars.  The 
worst  thing  we  could  have  done  is 
gone  down  that  road." 

What's  your  secret?  asked  Forbes, 
half  seriously. 

"I  think  we  work  harder  than  most 
companies,"  Geneen  answered,  en- 
tirely seriously. 

"A  banker  asked  me  last  year  how- 
did  I  see  the  economy?  I  said  I  see  it 
either  as  more  work  or  less  work.  If 
the  economy  is  good,  I  don't  have  to 
work  so  hard.  If  it  isn't,  I  have  to 
work  like  hell,  but  we  don't  change 
our  goal,  which  is  to  make  earnings 
grow,  come  what  may." 


like  ITT  under  control. 

"Recently,"  he  said,  "we  hit  a  s( 
of  figures  where  the  guy  wanted  t 
spend  a  quarter  of  a  billion  dolhii 
and  put  it  in  certain  areas  where  th 
return  was  quite  low.  We  went  aft« 
him  on  the  areas.  We  are  not  goin 
to  do  this." 

^  Geneen  points  out  not  every  chit 
executive  would  have  had  enough  d( 
tail  soon  enough  about  what  he  fee 
could  have  been  a  Vietnam.  "I  don 
want  to  control,"  he  says.  "I  want  t 
see  that  it  is  controlled.  I  don't  war 
to  do  all  the  work.  But  I've  got  to  d 
enough  work  so  that  I  can  be  suri 
And  I  don't  want  to  wake  up  $40 
million  in  the  hole." 

Geneen's  basic  rule  with  executivf 
is:  Give  them  freedom  but  watci 
them  closely  and  fire  them  fast  if  ne^ 


Depression-Changed.  Did  Harold  Geneen  gei  to  tlie  top  m 
business  by  planning?  Not  so.  British-born,  he  worked  as  a  runner 
on  Wall  Street  and  studied  accounting— nights— at  New  York 
University.  Why  accounting?  Hal  knew  of  a  man  who  had  just  lost 
his  job  and  had  nothing  left  but  "his  white  hair."  Then,  as  he 
was  studying  and  running  on  Wall  Street,  the  Depression  hit  and 
he  watched  some  famous  Wall  Streeters  "fall  apart  at  the  seams." 
After  that,  business  looked  more  substantial  to  him.  To  succeed  in 
business,  he  figured,  would  "give  me  something  solid  to  build  on." 


Geneen  agreed  that  1970  was  a 
close  squeak.  "We  were  really  wor- 
ried about  our  earnings  and  the  whole 
scope  of  things  going  down.  We  had 
one  room  with  five  phones  manned 
by  four  guys  getting  out  dailv  calls, 
putting  on  pressure.  Result:  $80  mil- 
lion in  ITT  overhead  was  cut  out. 
Another  $30  million  will  go  this  year." 

Geneen  has  been  criticized  for  his 
meticulous  attention  to  detail,  for  the 
meetings  that  drag  into  the  night 
where  the  numbers  are  discussed,  ar- 
gued over,  examined  and  re-exam- 
ined. Grueling,  yes;  boring,  fre- 
ciuently;  but  Geneen  feels  that  this  is 
the  only  way  to  keep  a  huge  business 


essary,  before  they  do  too  much  cl  i- 
age.  "Suppose  I  spent  my  tinif  at 
lunches  and  board  meetings  bee  se 
I  felt  I  had  the  time  becau.se  I  fd 
just  told  m\'  people  I  want  this  >a 
that  to  happen?  What  would  ^h 
when  it  didn't  happen?  Line  thei  i" 
up  and  shoot  them?  No.  You've  <'t 
to  see  that  it  happens.  You  must  •  '1^ 
hard  enough  to  be  sure. 

"I  don't  care  what  anybody  ("^ 
\  on,  the  top  man  is  responsibk  jof 
the  results."  I 

And  if  he  gets  them,  then  he  si  JW 
share  in  the  fruits.  No,  Harold  »e- 
neen  doesn't  feel  the  slightest  <"'* 
for  his  fat  salary.   ■ 
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Myers  of  Burlington 


"Walking  a 
Tightrope" 


IkKLiNCTox  Industries  Chainnan 
Charles  F.  Myers  Jr.  employs  a 
loiney  metaphor  to  describe  how  he 
runs  a  compain  : 

"It's  \eiy  similar  to  tlie  wax  \ou 
lope  to  run  \oiir  famih .  You  try  to 
iroxide  a  happ\  atmosphere  tor  \oiir 
.hilclren  to  li\e  in  and  grow  up  in. 
fou  interest  them,  and  \et  \()u  also 
jy  to  moti\ate  them  and  gi\e  them 
I  sense  of  direction. 

"You  are  walking  a  tightrope  when 
(HI  run  a  family.  It's  the  same  w  ith  a 
ompany.  On  the  one  hand,  \o\\  don't 
\ant  a  child  tied  to  \()ur  apron 
itriiigs  so  that  he  doesn't  do  an\  thing 
)r  has  httle  .self-reliance.  On  the  oth- 
■r  hand,  you  certain!)  don't  want  him 
0  run  wild." 

Myers  echoes  J.  Irwin  Miller  (sec 
>.  50)  when  he  says  the  top  brass  can 
lelegate  authorit)  but  not  ultimate 
|e.spoiisil)ilit\  ;  "If  sou  put  a  man  in 
^ver  his  head  and  he's  beinji  torn 
part  In  the  responsibilit) ,  it  is  i/oiir 
.luh.  not  his.  It's  ijoiir  job  to  |mt  tlie 
ight  man  in  the  right  spot  "   ■ 


Chairman   Myers 
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Anytime, 

Anyplace, 

Dial-a-Room 

Call  your  nearest  Howard  Johnson's  Motor  Lodge  anytime  for  a 
reservation,  confirmed  by  our  computers,  at  any  of  our  more  than 
425  other  Lodges  coast  to  coast.  Or  call  the  Reservation  Center  nearest  you. 


Atlanta,  Ga. 
Boston,  Mass. 
Charlotte,  N.C. 
Chicago,  111. 
Cincinnati,  Ohio 
Cleveland,  Ohio 
Detroit,  Mich. 
Indianapolis,  Ind. 
Jacksonville,  Fla. 
Miami,  Fla. 
New  York,  N.Y. 
Philadelphia,  Pa. 
Washington,  D.C. 


404-261-0500 
617-482-5467 
704-375-7311 
312-297-1550 
513-241-1085 
216-241-6475 
313-964-6820 
317-639-5394 
904-791-0266 
305-358-3873 
212-896-4700 
215-923-5940 
202-554-5133 


k%^' 


and  when  in  the  twenty-two  states 
west  of  the  Mississippi  River, 
call  (toll-free)  800-323-2330 


.    HOWARD  „ 

JounsonS 


MOTOR  LODGES 


WHERE  CAN  I 

FIND 

A  PLUG? 


\r 


For  power  to  run  things,  hardly  anywhere  compares  with  Knoxville.  The  heart  of 
TVA  low  cost  electric  country  is  kept  humming  with  over  7  million  kilowatt  hours 
every  day.  From  over  14  nearby  hydroelectric  and  steam  plants.  And  Knoxville  is 
low  cost  coal  country.  And  low  cost  gas  country.  And  low  cost  nuclear  country  too. 
Served  by  two  progressive  railroads  and  23  truck  lines.  People  power  is  available 

from  the  University  of  Tennessee. 

Knoxville  College,  six  business 

colleges  and  vocational 

^rtnyx/illF    f      -^     ^^^     ^!KJ^\*^^^  ))))J^  schools.  There's  no  power 

•O  filo      \     (^  1  {  ^^yJiW  shortage  here.  Knoxville  has 

_•'  rOK      V  ^Y^       /'-s/    \v^^      ^^^'^V^  power  for  you  to  burn.  Call 

PEOPI?  ^~~^_3  ^K.^^""'^  S.  Don  Holifield.  Director, 

Economic  Development. 
(big   or   little)    >^/,^^^^  "'^^  '^"^^  705  Gay  street.  Knoxville.  Tennessee  37902. 

'"mmfSKNwa/iui 

CITY    •    COUNTY    •    CHAMBER  OF  COMMERCE 
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The 
Lonely 
nvestor. 


We've  tried  to  do  something 
for  the  lonely  investor— the 
one  with  $25,000  or  more 
who  thinks  he  can't  get  the 
big  boystotolkto  him.  (We're 
talking.  And  we've  got  an 
easy  way  to  take  the  loneli- 
ness out  of  investing.) 

For  accounts  of  $25,000  or 
more.  First  National  City  now 
offers  its  Investment  Selection 
Service.  First,  you  tell  us 
whether  your  objective  is 
long-range  growth  or  current 
income.  Then  we  tell  you  what 
stocks  you  ought  to  hold.  And 
we'll  suggest  changes  in  the 
future. 

So  why  feel  lonely?  Get 

more  information.  Send  the 

attached  coupon. 

INVESTMENT  SELECTION  SERVICE. 
FIRST  NATIONAL  CITY  BANK 


Member  Federal  Deposit  Insurance  Corporation 


Please  send  me  more  information 
about  Investment  Selection  Service, 
i  am  mainly  interested  in: 
(check  one)  \~]  long-term  growth 
or  Q  current  income. 


Name. 
Street  _ 
City_ 


Dunning  of  Scott  Paper 


State. 


-Z.p- 


Mail  this  coupon  to  Mr.  John  Terry, 
First  National  City  Bank,  399  Park 
Avenue,  New  York,  N.Y.  10022.* 

*Or  call  him  at  (212)  559-6009. 


The  Men  Like  To  See  the  Genera/ 


When  Scott  Paper  Co.  got  in  trou- 
ble toward  the  end  of  last  year  and 
earnings  began  to  drop  (they  were 
down  18%  for  the  year),  Harrison 
Dunning  rounded  up  four  of  his 
brightest  executives  all  in  their  30's 
and  asked  them  what  was  the  matter. 
"I  was  sui"prised  when  they  told  me 
that  we  had  decentralized  to  the 
point  where  there  was  an  uneasy  feel- 
ing in  the  company  that  there  wasn't 
firm  leadership  at  the  top,"  said  the 
63-year-old  chief  executive. 

At  first  Dunning  was  shaken. 
Wasn't  that  what  delegation  of  au- 
thority meant?  Wh)  should  it  bother 
middle-management  people  that  the 
chief  executive  kept  liimself  in  the 
background?  And,  in  fact,  the  diffi- 
dent styls  suited  Dunning  personalK, 
because  he  is  a  rather  unassuming 
man  who,  as  he  puts  it,  "asks  a  lot 
more  questions  than  I  make  firm  state- 
ments." But  as  Dunning  pondered 
what  the  voung  men  told  him,  he 
came  to  a  conclusion:  A  leader  must 
lead,  even  if  he  leaves  the  daily  de- 
cisions to  others.  Shortly  afterwards, 
Dumiing  broke  up  his  three-man 
"office  of  the  chairman,"  in  which  he 
w  as  merely  first  among  equals. 

"I  was  upset  by  the  report,"  he 
says,  "because  it  seemed  that  open- 
ing the  thing  up  for  people  was  reall\ 
the  right  thing  to  do."  He  restruc- 
tured Scott  Paper,  dropping  the  old 
traditional  stafl[-and-line  organization, 
making  the  profit  centers  self-con- 
tained in  terms  of  research  and  de- 
yelopment  and  other  service  elements 
while  concentrating  all  of  the  corpo- 
ration's forward-planning  activities  in 
a  single  separate  unit.  Under  this  new 
structure,  the  company  ob\iously  re- 
mains decentialized,  but  there  is  also 
no  .shadow  of  a  doubt  about  wlio  is 
the  boss. 

Like  all  heads  of  big  corporations 
Dunning  worries  constantK'  about  the 
qualitv  of  the  information  that  reaches 
him.  Does  he  rcalh/  know  what's  go- 
ing on?  Is  his  information  getting  dis- 
torted as  it  filters  through  the  organi- 
zation? When  Dunning  questions  the 
accuracy  of  information,  he  often 
drops  in  on  someone  five  or  six  IcncIs 
down  to  chat  with  them  about  what 
they  think.  "The  hardest  part  of  my 
job  is  identif\ing  what  the  truth  is 
and,  based  on  the  truth,  to  make  the 
proper  decisions. " 

.\n()tlier  place  he  goes  for  the 
"truth"  is  his  mail.  Indeed,  a  maker  of 
consumer  paper  products  is  strongly 
dependent  on  consumer  reaction.  He 
tries   to  answer   all   letters   personally 


and  within  a  week.  "When  I  find  a 
valid  complaint,"  he  says,  "I  blow  it 
right  up  into  a  mountain.  That  way 
I  not  only  find  out  what  is  going  on, 
bat  I  can  stop  a  lot  of  other  little 
things  from  happening." 

One  not-so-little  thing  that  is  hap- 
pening to  paper  companies  these  days 
is  the  whole  issue  of  environmental 
pollution.  Dunning  is  figuring  on 
capital  spending  of  $100  million  over 
the  next  eight  years  for  environmental 
cleanup  for  Scott  Paper  Domestic 
That's  about  one-fifth  of  the  present 
\alue  of  Scott's  plants 

Harr\-  Dunning's  reasonable  and 
logical  personality  gets  a  little  riled 
at  consimiers  who  attack  industry  for 
pollution  and  then  merrily  go  on 
drinking  out  of  throw-away  bottles 
eating  out  of  tin  cans,  driving  power- 
ful cars,  using  drinking  water  for  their 
lawns  and  running  the  airconditiou' 
er  full  blast.  "Ecology,  it's  always  for 
someone  else  to  do,"  he  says.  Exam^ 
pie;  After  the  great  furor  over  the 
degradability  of  dyes  used  in  colored  I 
and  printed  toilet  paper,  he  says  Scott 
hasn't  been  able  to  identify  a  swing  of 
even  a  fraction  of  1%  to  white  away 
from  colored  tissues. 

Dunning's  dilemma  is  not  imlike 
that  of  Coca-Cola's  J.  Paul  Austin 
(see  p.  70)  on  the  issue  of  retiuU' 
able  vs.  one-way  bottles:  The  public 
sa\  s  it  wants  one  thing  and  then  goes 
out  and  buys  something  else.  "We're  (| 
the  largest  manufacturers  of  white  in 
the  world,"  says  Dunning,  "and  noth 
ing  would  uncomplicate  our  business 
(juicker  and  better  than  to  get  rid  of 
all  this  colored  stufl^  and  just  go  white, 
We  e\en  ha\e 
paign  called  "rediscoxer  white. 

Under  the  circumstances,  though, 
\()u  can  understand  why  the  leader 
of  a  company  hke  Scott  has  to  get  out 
there  and  lead.  ■ 

Chairman  Dunning 


an    ad\  ertising   cam- 
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Roberts  of  Ampex  is 

A 

Calculated 

Risk 


William  E.  Roherts,  chairman  and 
chief  execiiti\e  officer  of  Ampex  Corp. 
on  the  importance  of  rotatinir  men  in 
different  jobs  within  a  company: 

"We  belie\e  in  moving  a  man  with 
one  kind  of  backgronnd  into  another 
phase  of  the  business  entirel) .  We  had 
a  \()img  man  who  was  comptroller  of 
onr  international  acti\  ities.  We  made 
him    into    a   division    manager,    work- 


Cha/rmon    Roberts 

ing  on  the  line  in  charge  of  one  of 
our  major  profit  centers.  This  was  a 
vei\  calculated  risk  from  our  stand- 
point. Here  was  a  nontechnical  man, 
a  financial  t\pe,  cutting  his  eye  teeth 
in  trying  to  learn  to  manage  a  busi- 
ness. It  was  a  gamble.  You  could  lose 
the  man.  If  you've  made  a  mistake, 
you'd  lose  a  damn  good  comptroller 
because  he  couldn't  go  hack  to  that 
job.  But  if  he  succeeds,  you've  par- 
layed a  great  potential  into  some- 
thing that  is  absolutely  fantastic,  botli 
from  the  man's  standpoint  and  from 
the  standpoint  of  the  corporation. 
We've  made  it  in  this  particular  case. 
This  individual  now  appears  to  be  a 
capable,  potential  president."   ■ 
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indlananolis 


Get  close  to  a 

good  thing  in  Indianapolis, 

the  middle  of  America's 

economic  heartland.  Be 

within  hours  of  most  of  the 

nation's  major  suppliers 

and  markets  and  minutes 

from  our  own  highly  diversified  industrial  and 

commercial  facilities.  Over  100  available  site  locations 

give  your  company  access  to  an  outstanding 

transportation  system  that  includes  . .  . 

■  7  Interstate  Highways 

■  Complete  City-circling  Interstate 

■  Inner-city  Interstate  Loop  Under  Construction 

■  18  U.S.  and  State  Highways 

■  More  than  100  Major  Truck  Lines 

■  5  Major  Rail  Carriers 

■  Inner-City  Rail  Beit — 100  Miles  of  Inner-city  Track 

■  Air  Facilities  For  Major  Passenger  and  Cargo  Jets 

Get  close  to  81  of  the  top  100  U.S.  markets  today.  For 
information  on  Indianapolis,  for  assistance  on  sites  and 
buildings  and  for  computerized  site  selection  data,  write 
John  Hardy,  Area  Development  Director,  Dept.  724  or 
call  317-635-6868  collect. 

Indianapolis  Power  &  Light  Company 

25  Monument  Circle  •  Indianapolis  Indiana  46204 


193 


Europe's  largest. 

Spain's  most  modern 

convention,  business 

and  pleasure 

oriented  hotel 


The  Melia  Castilla 

the  city  within 

a  city  in  the  heart 

of  Europe's 

convention  city 

-  Madrid  - 

Especially  designed  and 
constructed  for  business  and 
pleasure.  Ideally  suited  for 
conventions,  congresses  and 
business  meetings.  13,600 
square-foot  Convention  hall, 
smaller  meeting  rooms,  pri- 
vate offices  with  secretarial 
service. 

1,000  luxury  rooms  and  suites 
with  private  bath  and  T.  V... 
And  for  your  relaxation, 
shopping  arcade,  night  club, 
swimming  pool,  sauna  and 
15  more  luxurious  hotels  loca- 
ted in  Spain's  finest  resorts: 

Malia  Hotels 

W  CD  AIM    E^'^^^E'^  FASTEST 
Or  Hill   GROWING  HOTEL  GROUP 


Hotel  MELIA  TORREMOUNOS  -  Hotel  MELIA  MADRID  - 
Apartotel  MELIA  MA6ALUF  (Mallorca)  -  Hotel  MELIA 
CORDOBA-  Motel  MELIA  EL  CA8ALL0  BLANCO  (Puerto 
de  Santa  Maria  -  Jerez)  -  Hotel  MELIA  GRANADA -Mo- 
tel MELIA  EL  HIDALGO  (Valdepenas  -  Castilla)  -  Hotel 
AGUADULCE  (Almeria)  -  Hotel  S'ARGAMASSA  (Ibiza)  - 
Hotel  CARIBE  (Almunecar  -  Costa  del  Sol)  -  HotelMORE- 
QUE  (Tenerife)- Hotel  SOL  Y  NIEVE  (Sierra  Nevada) - 
Hotel  OLID  MELIA  (Valladolid)  -  Apartotel  MELIA  CASTI- 
LLA (Madrid)  -  Hotel  MELIA  MALLORCA  -  Hotel  MELIA 
DON  PEPE  (Marbella) 

Reservations  contact:  Your  travel  agent  or 
Mr.  Jorge  Encina,   Manager,   Group  Sales 
Dept.  USA.  &  Canada   551    Fifth  Avenue. 
Suite  3211,  New  York,   N   Y    10017,   Tele- 
phone: 212-986-4353. 


Fishwick  of  the  Norfolk  &  Western 


The  Time  of  His  Life 

A  SUCCESSFUL  LAWYER,  like  a  success- 
ful surgeon,  can  make- a  lot  of  money 
these  days— $250,000  a  year  and  more 
for  senior  partners  of  good  firms,  John 
P.  Fishwick  might  well  be  in  such  a 
position  today,  and,  in  the  process, 
making  more  than  the  $138,322  he 
made  last  year  as  president  of  the 
Norfolk  &  Western  Railway.  After 
graduating  from  Harvard  Law  School 
in  1940,  he  went  to  work  for  the 
prominent  Wall  Street  law  firm  of 
Cravath  Svvaine  &  Moore,  following 
three  vears  in  the  Navy. 

Although   he   had   a   promising   ca- 
reer at  Cravath  Swaine  &  Moore,  he 


remembered  the  advice  of  Harvard 
Law  School  Dean  James  M.  Landis, 
who  suggested  that  he  would  be  hap- 
pier working  for  the  biggest  law  firm 
or  company  in  his  hometown  than 
working  on  Wall  Street.  So  Roanoke- 
•  born  Jack  Fishwick  took  a  legal  job 
with  Roanoke-based  Norfolk  &  West- 
ern. Today,  at  54,  the  practice  of  law 
is  far  behind  him,  but  he  has  learned 
a  lot  about  mergers,  running  a  rail- 
road and  dealing  with  the  Govern- 
ment and  labor  unions.  That  is,  the 
problems  involved  with  what  is  prob- 
ably the  most  troubled  U.S.  industry. 
Yet  Fishwick  doesn't  envy  his  one- 


Fewer  Tools.  Chief  executives  in  other  industries  have  more  elbow- 
room  than  do  railroad  presidents  like  N&Ws  Jack  Fishwick  (above). 
Raise  prices?  "We  can't  get  an  increase  unless  we  get  some  70  other 
railroads  and  the  ICC  to  go  along  with  us,"  says  Fishwick.  Process 
improvements?  Says  Fishwick:  "Our  ability  to  innovate  is  limited 
because  we've  already  got  a  heavy  investment  in  these  facili- 
ties and  also  because  we're  part  of  a  larger  system.  Say  we  think 
our  track  should  be  wider.  We  couldn't  change  unless  everyone  else 
does."  Can't  he  at  least  give  better  service?  "We  can  do  a  damned 
good  job  at  our  end,  but  unless  our  neighbors  carry  it  on,  it  does 
no  good,"  says  Fishwick.  "In  other  words,  you  just  don't  con- 
trol very  much  as  an  individual  company  in  the  railroad  business." 
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time  colleagues  who  stayed  in  law. 
"W'e  have  a  lot  of  problems,  yes,  but 
I  am  having  the  time  of  m\  life,"  he 
savs.  "I  like  it.  I  find  it  more  person- 
all\'  rewarding  than  if  I  had  had  a 
career  in  law." 

\\'hen  Fishwick  talks  about  "re- 
warding" he  isn't  referring  just  to  sal- 
aries or  to  stock  options  or  to  a  pleas- 
ant life.  Like  the  majorit\  of  chief 
e.\ecuti\es,  he's  doing  what  he's  doing 
because  he  enjoys  .soKing— or  tr\ing 
to  soKe— problems. 

Talk  to  Fishwick  for  a  few  minutes 
and  he  ticks  off  all  the  prcjblems: 
strangling  government  regulation  such 
as  no  other  industry  knows;  a  miser- 
able labor  situation;  the  Penn  Central 
bankruptc).  "Our  objecti\es  are  just 
as  sublime  in  the  railroad  industrv  as 
in  an\  other  industrv,  but  we  have 
more  difficulty  getting  there  because 
we  have  somebody  looking  over  our 
shoulder  and  sometimes  putting  glue 
;)n  our  feet." 

E\ery  chief  executive  has  to  worry 
about  how  well  or  poorly  the  economy 
ind  the  society  are  doing,   but   Fish- 
wick also  has  to  \vorr\    about  how   all 
the  other  railroads  are  doing,  too.   If 
:he  railroads  Norfolk  &  Western  con- 
nects with  are  rundown  and  late  and 
inefficient,   then   no   matter   how   well 
N&W   moves   the   freight,   the   custo- 
ners    won't    be    happy.    It's    not    like 
Tiost    industries.     If    General    Motors 
«lls  a  car,  for  example,  it  doesn't  have 
worry  much  about  whether  Chrys- 
er  is  making  good  cars  or  not.   And, 
inlike  AT&T,  no  railroad  controls  the 
otal  system. 
Under    these    circumstances,     says 
ishwick,    you    learn    to    rim    a    tight 
hop.   For  example,  no  nonunion   de- 
lartment  on    the   N&W  can   create  a 
ew  job  without   Fishwick's   personal 
K.   He's  a  ver\    hard   man   with  an 
K.  He  likes  to  tell  about  a  depart- 
lent  head  who  kept  asking  for  three 
xtra  men  and  Fishwick  kept  stalling 
im.  At  the  end  of  three  months,  the 
apartment    head    was    doing    quite 
'eli'wUhout  the  extra  men. 
Thus,   running    a    railroad,    even    a 
accessful  one  like  the  N&W,  becomes 
kind  of  a  holding  operation.  It's  not 
matter  of  setting  record  after  record 
Fter  record   but   of   something   more 
asic,  of  keeping  from   going  down- 
11.  Which— if  you're  a   problem-sol- 
er  at  heart— keeps  life  from   getting 
sring.  Alwa\ s  on  the  horizon  is  the 
ream   that   if   the   railroads   can    get 
rough    the    present    difficult    period 
ey  may  have  a  great  future.   "The 
pulation  keeps  growing,"  says  Jack 
ishwick,  "and  the  roads  are  becom- 
g  more  clogged.  There's  going  to  be 
push  back  to  the  railroads  if  they 
in   improve    their    service    capabili- 
and  cut  their  costs."  ■ 


Send  in  this  coupon 
and  learn  the  facts 
about  100%  financing 
in  Western  Pennsylvania 


V 


V.  B.  Livingston,  Manager 

Area  Development  Division,  Room  131 

West  Penn  Power,  Greensburg,  Pa.  15601 

Please  fill  me  in  on  WESTern  PENNsylvania's: 

[niOO%  Financing       Q Plant  Location  Services  jii 
i'    ;  Marketing  Services  Q  Manpower  Training         I 
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WESTern  PENNsylvania  has 
seven  different  plant-financing 
programs  available.  These 
programs,  including  revenue 
bonds  and  mortgages,  can  pro- 
vide low-cost,  100%  financing 
on  land,  buildings,  machinery 
and  equipment. 
And  the  price  is  rightj67^per 
square  foot  per  year/mSi's  all 


WESTern 

PENNsylvania 


it  takes  to  buy  an  average 
50,000  square-foot  industrial! 
plant  in  WESTern  PENNsyl- 
vania. The  reason?  You  get^%j 
interest  on  one-half  the  cost 
your  site  and  plant. 
Send  for  complete  facts  and 
figures.  West  Penn  Power  will 
fill  you  in. 


A 


West  Penn 
Power 

Part  of  the  Allegheny 
Power  System 
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A  PROGRESS  REPOR 

In  1970  we  streno:thened  our  insurance  busirii 


FINANCIAL  HIGHLIGHTS 

1970 

1969 

(In  thousands  of  dollars) 

Revenues 

Income  before  realized  investment  gain 

$1,209,121 
63,508 

$   972,4(j 
44,1.^ 

Realized  investment  gain  net  of  deferred 
income  taxes 

Net  income 

Total  assets 

5,470 

68,978 

2,665,455 

11,3^ 

55,4^1 
2,302,9(' 

Shareholders'  equity 

834,855 

762,0^ 

Per  common  share: 

Income  before  realized  investment  gain* 

$  2.69 

$  i.i! 

Realized  investment  gain  net  of  deferred 
income  taxes* 

.23 

1 

Net  income* 

2.92 

2. 

Dividends 

1.40 

1. 

Shareholders'  equity** 

34.89 

34. 

Average  common  shares  and  common 
share  equivalents  outstanding 

Shares  outstanding  at  December  31: 

23,614,171 

22,184,3 

Preferred 

69,458 

Common 

23,731,034 

22,036,7 

*Bas('(l  on  averajre  common  shares  and  common  share  eciiiix  alenls  uulsLanc 
**Basc'(l  on  common  shares  outstanding  at  December  ;51 

ing 

1 
1 

i 

IN  INA  CORPORATION 

added  new  directions  in  financial  services. 


During  1970  our  main  efforts  at  INA  Corporation  were  concen 
,ed  on  bringing  our  existing  businesses  up  to  acceptable  profit  levels, 
on  developing  and  strengthening  our  organization. 
1^         We  made  progress  in  both  areas. 

The  highhghts  (opposite)  show  you  how  our  business  progressed 
ncially.  Net  income  increased  24%.  1970  was  our  first  year  with  more 
1  $1  billion  in  revenues. 

We  made  appreciable  progress  in  bringing  Insurance  Company 
^orth  America  and  Pacific  Employers  Group  toward  a  satisfactory 
t\  of  profit.  And  our  Life  Insurance  Company  of  North  America  opera- 
is  showed  net  operating  earnings  of  better  than  $5  million  after  tax,  as 
inst  a  break-even  result  the  year  before. 

We  added  new  financial  services  to  our  strong  base  in  the 
ranee  business. 

Early  in  1970  the  investment  banking  firm  of  Blyth  &  Co.,  Inc. 
ime  a  part  of  INA  Corporation.  Later  we  formed  Philadelphia  Invest- 
t  Company  to  offer  a  broad  range  of  counseling  services  to  institutional 
stors,  in  addition  to  serving  the  investment  needs  of  our  own  companies. 

Toward  the  end  of  the  year  we  announced  a  major  participation 
le  purchase  of  a  10%  interest  in  Compagnie  Financiere  de  Suez  et  de 
ion  Parisienne  (Suez  Financial  Company).  And  we  established  an 
rnational  Division  to  direct  and  coordinate  our  plans  and  activities 
ide  the  United  States. 

We  continue  to  view  our  future  in  the  light  of  our  strong  and 
d  financial  position.  Our  primary  job  is  to  manage  all  of  our  resources 
iently,  and  to  produce  a  satisfactory  return. 

And  our  second  aim  is  to  maintain  our  competitive  position  in  a 
idening  financial  services  industry  by  pursuing  profitable  opportunities 
her  financial  and  service  businesses. 

For  a  copy  of  our  annual  report,  write  John  T.  Gurash,  Chairman 
e  Board,  INA  Corporation,  Philadelphia,  Pa.  19101. 

ij^  CORPORATION 

A  Capital  Idea 


British  Management  Consultant  Jay 


Genesis 


Recent  articles  in  several  major 
business  publications  report  that 
more  and  more  companies  are 
turning  to  in-company  training. 
Lower  corporate  profits  and 
increasing  costs  are  given  as 
reasons  for  this  trend. 

If  yours  is  one  of  the  many 
companies  facing  smaller  profits 
and  increasing  production  and 
labor  costs  this  year,  Success 
Motivation  Institute  in-company 
programs  will  fill  your  need  for 
continuous  manpower  develop- 
ment, training,  and  motivation. 

To  find  out  how  you  can  get 
the  results  you  want  from  your 
training  dollar,  call  or  write 
today.  We'll  see  that  you  receive 
complete  details. 

Success  Motivation*  Institute,  Inc . 


Paul  J   Meyer,  President 

Dept.FBS5-l 

5000  Lakewood  Drive 

Waco,  Texas  76710 

Phone:  817  752  9711 


The  problems  of  managing  a  corporation  are  sometfiing  new? 
Nonsense,  says  Britistier  Antony  Jay.  A  corporation  is  just 
a    primitive    tribe    with    button-down    shirts    and    briefcases. 


Throw  out  tlie  aiial\.sts  and  bring  in 
the  anthropologists.  Discard  the  econ- 
omists, it's  political  historians  you 
need— to  reallv  know  why  one  cor- 
poration is  more  profitable  than  an- 
other. Some  people  look  at  corporate 
executives  and  see  business  school 
graduates.  Ant()n\-  Ja\',  British  man- 
agement consultant  and  author  ( Man- 
a<!^cmcnt  and  Machiavclli  and,  with 
Da\  id  Frost,  the  T\'  interviewer,  Tiw 
Eiiglisli) ,  sees  monarchs  and  barons. 
Where  analysts  might  see  a  corporate 
suite  as  a  room  full  of  men,  jay  has 
identified  the  corporate  tribe:  the 
president  leading  the  hunting  pack; 
and  the  chairman— the  tribal  elder  as 
it  were— insuring  the  long-term  ef- 
ficiency of  the  camp. 

"There  were  no  management  selec- 
tion committees  in  the  Pleistocene 
Age.   But  the  small  hunting  bands  of 


the  East  African  savannah  chose  lead- 
ers, ran  efficient  groups,  survived  and 
prospered,"  says  Jay,  without  a  trace 
of  whimsy. 

Does  that  mean  Harvard  and  Whar- 
ton B  schools  might  be  primeval,  when 
we  all  thought  them  avant  garde? 
That  behind  the  chairman's  veneered 
desk,  the  chairman's  own  veneer  might 

o 

be  masking  predatory  instincts  of  old? 

"Oh  yes,"  Jay  told  Forbes.  "Andj 
it's  not  until  people  begin  looking  at 
the  corporation  in  this  way  that  they 
can  understand  why— given  almost 
identical  companies,  of  almost  iden- 
tical size,  with  almost  identical  prod-i 
ucts— one  does  well  and  the  otheii 
badly."  j 

The  answer,  jay  believes,  is  as  oldi 
as  man's  need  to  band  together  fof 
survival.  The  clothes  may  have! 
changed,  but  the  demands  and  tech  J 


Conspirators?  Not  af  all.  Managemenf  consulfant  Anfony  Jay 
(left)  and  political  consultant  Niccolo  Machiavelli  are  both  prac- 
titioners of  the  same  art,  according  to  Cambridge-educated 
Jay.  He  argues  that  objective  appraisal  on  behalf  of  someone 
in  power  is  as  old  as  the  prophets  of  the  Old  Testament  and 
as  recent  as  the  editorial  in  the  current  daily  newspaper.  Ma- 
chiavelli put  it  another  way.  "Nor  do  I  hold  with  those  who 
regard  it  as  a  presumption  if  a  man  of  low  and  humble  condi- 
tion dares  to  discuss  and  settle  the  affairs  of  princes— to  under- 
stand the  nature  of  people  [one]  needs  to  be  a  prince,  and  to 
understand  that  of  princes  [one]  needs  to  be  of  the  people." 
Explains  Jay-.  "Machiaveili's  main  purpose  was  an  honest  attempt 
at  scientific  inquiry,  though  courses  which  he  found  brought 
political  success  were  not  courses  which  would  win  popularity 
contests  for  rulers."  But  then,  many  cures  recommended  by 
management    consultants    don't    win    popularity    contests    either. 
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ni(iuc\s  for  survival  Iiaveu't.  "VS'e  were 
fanners  for  onlv  10,000  vears,"  insists 
Jay.  "but  tor  5  million,  and  maybe  15 
million  years,  we  were  hunters.  And 
th:se  tribal  hunting  genes  are  the 
genes  selected  b\  evolution  which  have 
hel|>ed  man  survive. '  He  goes  on:  "We 
wer.'  hunters,  we  lived  in  groups,  and 
the  groups  that  survived  were  those 
that  knew  how  to  hunt  the  larger 
ime,  like  the  larger  antelopes— game 
that  took  more  than  one  man  to  catch." 
It  meant  teamwork.  Organization. 
Planning.  Leadership. 

Sound  familiar?  That's  |a\'s  point. 
Most  people  know  more  about  An- 
tonv  |av  than  they  might  think.  As 
(British  Broadcasting  (^orp. )  whiz 
kid,  he  was  in  at  the  birth  ot  'That 
Was  The  Week  That  Was,"  (and 
TVV3  also  gave  David  Frost  his  jet 
ride  to  stardom).  Jay's  writings  have 
spilled  over  into  light  verse,  film 
scripts  and  television  documentaries 
s?en  on  both  sides  of  the  Atlantic.  Bv 
1964  he  was  a  member  of  BBC  senior 
management.  "After  nine  years  of 
managing,  observing  management  and 
being  managed,  I  resigned  to  free- 
lance as  a  consultant  writer." 

Jay  had  filmed  a  series  of  docu- 
mentaries on  six  of  Europe's  leading 
busines.smen,  which  turned  his  incjuisi- 
iveness  toward  the  problems  of  man- 
gement.  "Curiositv  became  fascina- 
ion,"  he  said,  "I've  been  knee-deep  in 
management  ever  since." 

Several  years  of  practical  experi- 
ence as  a  consultant  in  heavv  indus- 
ry  and  the  electronics-computer  field 
ed  him,  through  an  historical  bent  and 
Welsh  friend,  Donald  Baverstock, 
nto  his  first  book  about  it;  Managc- 
nent  and  Machiavclli. 

■ORBES,  IVIAY  15,  1971 


Rockwell  Report 

by  Clark  Daugherty,  President 

ROCKWELL  [MANUFACTURING  COMPANY 


Our  man  in  Logan  County,  Kentucky,  and  their  "Man  of  the  Year"  in 
1970,is  Harry  Whipple.  In  reviewing  his  civic  contributions, Russellville's 
News-Democrat  noted  that  he  came  to  town  to  build  the  area's  first 
industrial  plant  in  1955  —  and  hasn't  stopped  yet.  They  didn't  just 
mean  the  additions  to  Rockwell's  original  die-casting  facility,  but  the 
part  Harry  has  played  in  building  a  growing  industrial  base  for  the 
county's  economy. 

The  role  of  unofficial  industrial  developer  is  not  an  unusual  one  for 
our  plant  managers:  Rockwell  was  the  first  industrial  company  in 
Kearney,  Nebraska;  Tupelo,  Mississippi;  Sulphur  Springs,  Texas  and 
Porterville,  California.  And  as  "pioneers,"  our  managers'  opinion  was 
sought  out  and  carried  weight  with  those  who  followed. 

But  seeing  an  area's  economy  develop  is  only  one  of  the  satisfying 
aspects  of  their  jobs,  they  tell  us.  Some  others  are  the  lasting  esprit  de 
corps  that's  built  at  the  same  time  the  plant  is;  seeing  a  generation  get 
the  option  of  college  for  the  first  time;  and,  in  Harry  Whipple's  case, 
having  the  kids  know  you  and  call  you  by  name.  It's  really  good  to 
know  the  community  is  proud  of  Harry  —  so  are  we. 


Meters  for  trophies:  The  manager  New  band  leader:  Our  Power  Tool 
of  our  gas  meter  plant  in  Sheridan,  Division  has  just  introduced  a 
Arkansas,  has  an  unusual  trophy  on  production  band  saw  that  sells  for 
his  mantel.  It's  a  gold-plated  gas  only  $8,150.  And  only  is  the  right 
meter  —  the  one-millionth  meter  word  because  this  is  a  fully  auto- 
produced  at  the  plant  since  its  matic  machine  with  the  controls, 
opening  seven  years  ago.  capacity    (up    to    12"    diameter 

There  are  two  other  meters  like  rounds),  and  cutting  accuracy  of 

it  and  those  were  awarded  to  our  units  costing  $3-4,000  more, 
other  gas  meter  plants  when  they  We're  also  offering  this  unique 

passed  their  one-million  mark.  saw  in  five  additional   models  to 

With  developments  like  our  give  the  buyer  a  choice  of  capaci- 
second  generation  Turbo-Meters,  ties  and  prices  that  he  has  never 
the  new  1000  cfh  meter  and  re-  had  before.  These  models,  priced 
mote  reading  meters  for  the  home,  from  $1,300  to  $4,500  will  handle 
we  hope  it  isn't  too  long  before  six,  seven  and  10-inch  rounds  and 
our  plant  managers  will  have  to  are  available  in  manual  or  auto- 
make  more  room  on  their  mantels,  matic  models.  They  all  improve 
We'll  be  more  than  happy  to  cutting  accuracy  and  production 
furnish  the  trophies.  with  substantial  cost  savings. 

This  is  one  of  a  series  of  informal  reports  on  Rockwell  Manufacturing  Company,  Pittsburgh,  Pa.  15208, 
makers  of  measurement  and  control  devices,  mstrunients,  and  power  tools  for  32  basic  markets. 
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Ill  this  book,  jay  explained  how 
Machiavelli's  The  Prince  convinced 
him  that  the  modern  corporation  is 
simply  the  16th  century  Italian 
walled  city  brought  up  to  date. 

"It's  a  pity  Machiavelli's  name  has 
become  synonymous  with  intrigue, " 
laments  Jay.  "All  he  really  did  was 
to  analyze  what  practices  had 
brought  political  success  in  the  past, 
and  deduce  from  them  what  princi- 
ples ought  to  be  followed  for  political 
success  in  the  present. '  For  politics 
read  management,  and  you  have  an 
entrancing  discourse  on  why  a  cor- 
poration is  a  monarchy  internally, 
and  why  it  should  behave  like  one 
in  order  to  succeed. 

Jav  made  some  telling  points,  com- 
paring multinational  corporations  with 
colonization.  "The  Roman  Empire 
was  classic  management.  Local  au- 
tonomy but  ever\'  consul  conditioned 
to  the  thinking  required  b\  the  head 
office— Rome."  E.xplains  Jay:  "When 
Shell  faced  the  problem  of  how  to 
reorganize  its  growing  far-ffiing  em- 
pire, the  answer  came  up  the  same: 
The  local  manager  is  in  charge,  but 
he  knows  what  the  company  wants, 
and  lie  knows  what  is  expected." 

A  beautiful  analogy,  but  there  was 
a  problem.  Was  this  an  historical  ac- 
cident,    this     comparabilit\     between 


imperial  Rome  and  an  internationally 
minded  New  York  City  company?  Or 
was  the  modern  corporation  a  true 
product  of  human  evolution,  the  evo- 
lution of  the  group? 

"I  couldn't  quite  resolve  this  di- 
lemma," says  Jay.  But  after  he  had 
read  Ardrey's  Territorial  Imperative 
and  African  Genesis,  and  books  like 
Lorenz'  On  Aggression  and  Morris' 
The  Naked  Ape,  "the  corporation  fell 
into  its  evolutionary  place." 

The  result  is  another  jay  book, 
coming  out  later  this  year.  Corpora- 
lion  Man,  in  which  he  traces  the  roots 
of  the  corporation  way  beyond  Flor- 
ence and  Genoa.  Not  quite  to  Adam 
and  Eve  but  close  to  it.  "Having  tak- 
en us  as  a  group  species,"  he  says, 
"I've  found  out  how  we  work  best. 
I've  called  it  the  Ten  Group." 

Without  blushing,  jay  sweeps  from 
1  million  B.C.  to  a  20th-century 
boardroom  table:  "Every  human  orga- 
nization you  encounter  proves  you 
cannot  have  20  people  sitting  around 
a  table  being  a  single  group.  A  work- 
ing party  is  ten.  Sometimes  it's  slight- 
ly less,  sometimes  slightly  more.  But 
it's  never  two,  and  it's  never  20.  A  jury 
is  12,  a  football  [soccer]  team  11,  a 
basic  armv  unit  ten.  And  the  annv  is  a 
good  guide  here,  for  armies  are  formed 
bv   survival   imperatives.   A   squad   in 


the  British  army,  the  American  army, 
the  Roman  anriy,  Genghis  Khan's 
army,  was  ten.  And  I'll  bet  anybody 
in  a  corporation  knows  that  this  is 
about  the  kind  of  number  for  a  group 
that  does  a  lot." 

What  Jay  is  getting  at  is  that  it  is 
the  "tens,"  the  different  teams  of  ten 
within  a  corporation,  that  are  its  basic 
resource.  "Not  the  individuals,  be- 
cause somebody  can  succeed  in  one 
place  and  fail  in  another."  He  argues 
that  it  is  the  group,  working  as  a 
group,  that  is  the  real  instrument  of 
achievement.  "We  do  a  lot  better 
when,  instead  of  giving  ten  different 
chaps  separate  responsibility,  we  bring 
them  together  and  give  them  collec- 
tive responsibility." 

Given  the  right  group,  working! 
well,  the  leader  will  evolve,  "by  the  f 
mixture  of  his  ability  to  do  the  ta.sk  j 
and  his  per.sonal  dominance."  The  clue  I 
to  corporation-watchers  everywhere  j 
is :  "The  leader  will  not  be  a  good  j. 
leader  unless  he  uses  all  the  talents  inj- 
the  group.  Back  on  the  East  African  )• 
savannah,  the  Pleistocene  leaders  whoi> 


didn't  listen  to  the  others  didn't  have 
as  good  a  chance  of  finding  game  a.s; 
those  who  used  all  the  best  experienceil" 
and  best  skills  of  the  group." 

Back  at  the  camp,  the  former  presi-j 
dent— now  the  chairman,  so  to  speak 


^ffe  €^inat  Step  ^P^\m.  ^^  boating  ^hasura 
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CmisAder-ihe  step  that's  easy  to  take,  once  you've  checked  out  other  cruisers. 
A  decision  that's  easy  to  live  with  from  every  standpoint  influencing  boat  ownership: 
design,  performance,  luxury,  maintenance  ease. 

Your  Cruis-Ader  fiberglass  catamaran  yacht  is  the  semidisplacement  type  for 
the  safes;,  softest,  yes.  dryest  ride  you've  ever  experienced.  The  stability  spells 
the  difference  between  cruising  comfort  and  what  can  become  an  endurance  contest 
in  offshore  waters. 

A  ^fnrt  deck  and  fly  bridge  are  options  on  either  45-foot  or  57-foot  models. 
The  fi;!!  team  wheelhouse,  found  only  on  Cruis-Aders.  gives  you  360-degree 
viewing  Ilie  speed,  stamina,  power  options,  instrument  quality  and  standard 
features  make  Cruis-Ader  not  just  more  boat  for  the  money  but  more  of  a  pleasure 
to  own. 


CARRIrCRAFT 


Btnun   WISCONSIN  5<9?3 


From  a  maintenance  standpoint,  there  are  no  contenders.  These  yachts  draw 
less  water  than  keel  boats  and  are  easier  to  get  in  and  out  of  the  water.  Rein- 
forced fiberglass  construction  gives  you  more  boating  time,  less  maintenance 
downtime. 

For  personal  or  business  entertaining,  Cruis-Ader  is  the  best  host  afloat.  There's 
more  total  living  area,  more  headroom,  more  sleeping  convenience— excellent 
accessways  and  stowage,  every  amenity  for  luxury  living.  Alternate  floor  plans  and 
outstanding  decors  provide  rich  wood  paneling,  carpeting,  padded  wall  and  ceiling 
covering,  opulent  furnishings,  to  customize  your  yacht  and  merit  your  pride. 

To  check  out  all  the  reasons  that  make  Cruis-Ader  your  final  step  up  in  boating 
pleasure,   see  your  dealer  or  write  direct  for  our  new 
Cruis-Ader  brochure. 


A  Subsidiary  of  UIP  Corp 
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is  woirving  about  the  siii\ival  ot  tlu- 
entire     unit,     \\hich,     luiuting     pack, 
elders,    women    and    children,    nuin 
hered   about  40,   a   number   that   pa- 


on 


as 


Ie<intol()2ists    ha\e    settled 
small  hnnting-tiibe  size. 

"Man  is  a  species  that  sur\i\es  be- 
cause our  older  people— too  old  to 
hunt— pass  on  the  culture,  traditions 
and  experience  ot  the  past,"  says  Jay. 
"Their  \alue  is  their  perspecti\e.  The 
camp  elders  were  the  board  of  direc- 
tors, conferring  with  the  chairman, 
advising  the  hunting-pack  president. 
But  they  didn't  go  out  to  hunt  with 
him.  That  was  his  job,  you  see. " 

How  can  \<)u  have  a  corporation 
with  onK  40  people?  You  can't,  but 
a  modern  corporation  is  more  than  a 
4()-group.  Jav  contiiuies:  "The  40- 
group  v\as  just  a  subunit  of  an  actual, 
identifiable  tribe.  And  that  tribe  num- 
bered .500.  Managers  will  tell  vou  that 
this  is  a  number  of  employees  that 
can  be  handled  w  ithout  a  complicated 
management  s\stem.  Once  \()u  get 
between  .500  and  1,000.  \ on  start  to 
run  into  trouble.  You  have  to  intro- 
duce proper  management." 

.So  what  did  the  ancients  do?  W  ell. 
that's  all  in  Maiui'^cmcnt  and  Machui- 
cclli,  of  course.  Through  city-stati's, 
with  princes  and  kings  and  coimcils 
(of  ten?)  and  barons  and  mouarchs. 
thev  established  a  framework  for  gov- 
ernment that  can  be  set  alongside  to- 
day's corporations  in  absolute  [parallel. 
Good  and  bad. 

Once  the  kingdoms  became  too  nu- 
merous, an  emperor  was  set  up  above 
all  of  them.  And  that,  savs  Jay,  is 
where  a  Cieneral  Motors  fits  in:  Em- 
peror Jim  Roche  rules  over  the  king- 
dom of  Cadillac.  Chevrolet.  Frigi- 
:laire  and  other  corporate  monarchies. 

What  happens  when  the  tribe  gets 
X  bad  leader,  or  the  p()|iulace  a  bad 
king?  "Well,  we  know  that,  don't  we? " 
Lounters  Jay.  "He  can  be  challenged 
X  dismissed.  Or  the  whole  concern 
-ollapses.  It's  happening  all  the  time. 

^sn't    it?"    Rolls-Royce,    Penn    Central. 
\U\\e  yom-  own  list. 

'kay,  everybodv ,  back  to  the  num- 
Ten  for  the  hunting  pack.  Five 
ilred  is  a  tribe.  A  kingdom  can 
trom  .3,000  to  .30,000.  Croups  of 
"0  need  an  emperor, 
iturn  on  ecpiitv?  How  sharp  is  the 
t  on  the  presidents  spear? 
■  lowth  rate?  Do  the  group  leaders 
\  where  the  game  is  most  likelv 
e  found? 

ing-range  prospects?  Is  the  chair- 
III  just  a  figurehead  or  does  he  use 
-  experience  to  bring  perspective  to 
tribe? 

ou   can    put   it    this    way:    Mavbe 

Miiess   schools    should    be   .studying 

'   igaret  Mead  rather  than  Alfied  P. 


Let  US  show  you  the  sites 
in  the  fastest- growing  part 
of  the  country  the  six 

united  states  of  SCL. 


In  our  united  states  we  have  information  on  more  possible 
locations  foryourcompany  thananyone-over  2,000  sites^ 
And  much  of  the  information  is  computerized.  So  you 
tell  us  your  requirements,  and  our  computer  will  turn 
up  the  possibilities.  Then,  we'll  show  them  to  you,  first 
byairand  later  on  the  ground  fora  closerinspection. 
It  makes  for  narrowing  down  the  choices  fast 
and  thorough. 

Write  for  our  development  handbook 
and  find  out  about  our  site  selection 
services:  JR.  LeGrand,  Assistant    , 
VicePresident,  500  Water  St .         \ 
Jacksonville,  Florida  32202.  \ 

Phone:  (904)  353-2011, 
extension  280. 


XL 

SEABOARD 
COASTLINE 
RAILROAD 


Support  ASTRO 
for  Amanca's 
Railroads 


Men  who  must 
make  their 


make  money  read; 

Forbes:  capitalist  tool 
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FRANCHISE 

FACSIMILE  NETWORK 

USING 

XEROX  TELECOPIER 

FULL  OR  PART  TIME 

THIS  SENSATIONAL  Electronic  equipment  will 
send  a  message,  picture,  drawing,  document 
(complete  with  signature)  across  town  or 
across  the  nation  OVER  THE  TELEPHONE! 
THAT'S  RIGHT!  This  amazing  XEROX  TELE- 
COP, ER  will  reproduce  an  EXACT  carbon  copy 
of  ANY  document,  picture,  or  image— EX- 
ACTLY as  you  see  it— and  send  it  HUNDREDS 
or  THOUSANDS  of  miles— RIGHT  OVER  THE 
TELEPHONE! 

We  are  establishing  a  Nationwide  System  of 
these  exciting  Telecopiers  and  are  accepting 
applications  for  licenses.  Every  business,  all 
professional  people  and  the  general  public 
should  be  users! 

We  establish  your  system  stations,  XEROX 
services,  and  maintain  the  TELECOPIER.  This 
could  be  your  opportunity  to  participate  as  a 
licensee  in  the  world's  most  advanced  Elec- 
tronic Business  System  and  become  part  of 
the  fastest-growing  franchise  in  America.  No 
inventory,  office,  or  selling  required.  Poten- 
tial earnings  in  excess  of  $50,000  a  year. 
If  you  have  $5,000  to  $50,000  capital 
available, 

CALL  (202)  466-2650  or  write: 

PHONE-A-COPY  INTERNATIONAL 

1100  -  17th  St.,  N.W.  Washington,  D.C.  20006 

A  few  choice  areas  are  still  available  throughout  the 
world. 


TOTAL  RESPONSIBILITY  ^ 

•  Environmental  &  Ecological  Planning 

'  Engineering  &  Economic  Feasibility  Studies 

•  Architect-Engineering  Design  &  Supervision 

Systems  Engineering  &  Operations  Research 

•  Construction  Management 

•  Facility  Engineering 

■  Plant  Operation  &  Maintenance 

■  Education  &  Training 

PAE 

PAE  INTERNATIONAL 

A  SUBSIDIARY  OF 

PACIFIC  ARCHITECTS  AND 

ENGINEERS  INCORPORATED 

3540  Wllshiie  Blvd.,  Los  Angeles  90010 
Attn.  Mr  Rothbart       (213)  381-5731 

10SANC[1[S  S[Ani(;WASHINCION.OC/EIHIOPIA/Oll((C£/ 
lAPAN/KOP-.A/QKHlAWA.'I'HIliPPINtS/lHAHAND/VliTNAM  V 


WORK  IN  EUROPE? 

Send  (or  your  copy  of  "The  European  Reporter"  today, 
A  select  list  of  current  Executive  &  Professional  op- 
portunities .ivailabic  in  Europe  for  only  S5 

FREE  PLACEMENT  SERVICE 

FOR  REGULAR  SUBSCRIBERS 

EXECUTIVES   INTERNATIONAL  S.A. 

31   Queen  Anne's  Gate,   London,  S.W.   I,  England 


Cunningham  of  Kresge 

Avoid  Yourself 

Harry  Blair  Cunningham,  chaiiman 
of  S.S.  Kre-sge  Co.,  on  how  to  fill  the 
top  job: 

"There  is  one  thing  I  think  that 
every  chief  executive  should  avoid. 
That  is  the  natural  tendency  for  you 
to  surround  yourself  with  men  with 
backgrounds  very  similar  to  your  own. 
This  is  a  weakness  because  there  is 
not  a  balance  in  the  top  management." 

Cunningham  has  put  his  point  of 
view  into  practice.  He  came  up  the 
merchandising  route,  managing  a 
store  early  in  his  career.  Last  year  he 
raised  Robert  E.  Dewar  to  president 
and  chief  administrative  officer.  Dew- 
ar has  a  legal  and  financial  back- 
ground, as  against  Cunningham's 
sales  and  management  background.  ■ 


Chairman  Cunningham 


Hewleft  of  Hewletf-Packard 


Thinking  Time 

William  R.  Hewlett,  president  and 
chief  executive  officer  of  Hewlett- 
Packard,  on  the  boss's  working  habits: 
"Actually,  you  probably  do  most 
of  your  thinking  not  at  work.  I  do  it 
when  I'm  trying  to  get  to  sleep  at 
night.  In  the  shower  in  the  morning. 
Shaving,  I  suppose  this  says  that 
you're  really  thinking  about  the  job 
most  of  the  time.  There  are  so  many 


day-to-day  distractions  that  I  considei 
important  that  it  is  really  hard  to  sit 
down  and  do  any  concentrated  think 
ing.  What  you're  doing  is  receiving 
inputs  for  most  of  the  day,  and  then 
you  try  to  digest  these  things  am 
think  about  them  more  at  leisure,  then 
come  back  and  perhaps  draw  somi 
conclusions,  and  talk  to  some  inon 
people  and  form  an  opinion."  ■ 
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Tincher  of  Purex 


Don't  Panic 


Ex-Federal  Trade  Commission  pro- 
secutor William  R.  Tincher,  chair- 
man of  Purex,  on  consumer  militanc)  : 
"I  think  that  you  have  to  be  dis- 
ceniing  about  consumer  militancy 
You  can't  just  let  yourself  get  pan- 
icked just  because  some  nut  gets 
some  publicity.  On  the  other  hand, 
vou  can't  have  such  a  complacent  at- 
titude that  you  just  ignore  a  group  of 
people  who  have  organized  them- 
selves. I've  seen  some  business  execu- 
tives who  absolutely  panic  at  receiv- 
ing a  letter  from  a  group  of  people 
demanding  something  or  other.  I've 
seen  some  who  are  quite  calloused.  It 
is  something  new  to  them  and  they 
don't  want  to  get  involved.  I  think 
vou  have  to  walk  down  the  middle. 


Chairman    Tincher 

I  don't  think  that  the  consumer 
lovement  will  have  a  lasting  impact 
>  much  directly  on  companies.  I 
link  that  they  have  an  impact  on 
gislation.  Congressmen  are  far  more 
ersuaded  by  these  groups  and  in- 
dividuals than  are  companies."  ■ 
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Hi^  Caliber 
Manpower 

A\dlable. 


Our  client,  a  well-regarded  aerospace 
organization,  has  been  forced  to  let  go 
several  hundred  executives  and  profes- 
sional employees  due  to  cancellation  of  a 
major  contract.  This  group  includes  man- 
agers and  specialists  in  manufacturing, 
engineering,  marketing,  finance  and  per- 
sonnel. 

These  are  people  used  to  working  to 
tight  budgets  and  tight  schedules;  to  oper- 
ating in  a  commercial  manufacturing  en- 
vironment; able  to  come  up  with  practical 
solutions  to  complex  and  sophisticated 
business  and  technical  problems. 

If  you  can  use  people  like  these,  the 
company  will  gladly  review  your  require- 
ments and  match  them  with  available  per- 
sonnel. You'll  receive  resumes  on  those 
you  may  be  able  to  use,  or  be  advised  if 
your  needs  can't  be  met.  Please  direct  in- 
formation on  your  openings,  your  special 
requirements  and  salary  levels  to  the  ad- 
dress below.  ( No  fees  are  involved. ) 


Deutsch,  Shea  &  Evans,  Inc.    Manpower  Advertising 
Suite  500  .  49  East  53rd  Street    New  York,  New  York  10022 
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When  you  know 
almost  everything 
there  is  to  know 
about  elevators,  yoi 

begin  to  think  of 
other  things. 
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AUTOMATIC 
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CONTASNER  HANDl\HG 

.    I       ,  FACIUTIES 


.^      .^v.. 


COVWUltR-COH-^ROl 


PERSONNEL  AHP 
CARGO  VEHICLES 


\fter  114  years  as  the  leader  in  elevator  and  escalator 
nanufacturing  and  service,  we  expect  the  name  Otis  to 
■pake  people  think  of  elevators.  After  all,  Otis  moves  close 
:o  400  million  people  a  day,  all  over  the  world. 

But  Otis  is  a  lot  more.  Otis  also  moves  material.  Golf 
;lubs,  steel,  contamerized  cargo,  automobiles. .  .even 
:artons  of  toothpaste,  frozen  food  and  clothing. 

We  use  elevator  technology  in  materials  handling  sys- 
:ems  to  control  pickup,  storage,  retrieval,  and  computer- 
ze  inventory  and  billing.  We  engineer  complete  systems. 
Ne  build  them.  We  install  them  anywhere  in  the  world. 
\nd  we  keep  them  working  with  the  world's  largest 
maintenance  organization. 


Otis  has  built  an  automated  parking  garage  in  Canada. 
We  have  a  computerized  container  handling  facility  on  the 
drawing  boards  that  can  handle  a  shipload  of  cargo  in 
less  than  4  hours.  We're  responsible  for  the  moving  side- 
walks at  Orly  Airport  in  Paris.  We've  automated  ware- 
houses for  food  companies,  retailers,  distillers. 

Sure,  Otis  Elevator  Company  means  elevators  and 
escalators.  But  when  you  knowalmost 
everything  there  is  to  know  about  ele- 
vator systems,  you  start  to  think  of 
other  things. 

When  you  think  of  other  things, 
remember  Otis  Elevator  Company.       HAS  A  SYSTEM 
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PACIFIC  POWER&LIGHT  COMPANY 

An  ENERGYcompany  with  extensive 

_      COAL  RESERVES 
supplying 

electric  service 
toa 

GROWING 
REGION 


The  diversity  of  this  utility's  service  area  in  parts  of  six 
western  states  provides  a  sound  base  for  the  challenges  of  a  growing 
region.  The  company's  coal  holdings  in  Montana  and  Wyoming 
assure  a  long-term  supply  of  economical  low-sulphur  fuel  for 
company  plants  and  for  sale  through  subsidiaries  to  other  utilities. 

Copies  of  the  1970  Annual  Report  and  a  1960-70  Statistical-Financial 
Summary  are  available  upon  request  from  920  S.W.  Sixth  Avenue, 
Room  1307,  Public  Service  Building,  Portland,  Oregon  97204 


RJ.Reynolds  Industries,  Inc. 

Common  Stock  Dividend 

A  quarterly  dividend  of  60e  per  share  has  been  declared  on 
the  Common  Stock  of  the  Company,  payable  June  5, 
1971  to  stockholders  of  record  at  the  close  of  business 
May  10.  1971. 

WILLIAM  R.  LYBROOK 

Senior  Vice  Presides!  and  Secretary 

Winslon-Salem,  N.  C,  April  15,  1971 

Seventy-One  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
Fruil  Juice  Beverages 
Industrial  Corn  Products 


Aluminum  Products 
Packaging  Materials 
Containerized  Freigtit  Transportation 
International  Petroleum 


Prescotf  of  Flying  Tiger 


Interrupted 


Studies 


Robert  W.  Phescott,  cliairman  ol 
Flying  Tiger  Corp.  and  pioneer  in  aii 
freiglit,  telLs  liow  it  feels  to  be  in  on 
the  ground  floor  of  an  industry: 

"At  that  time,  just  after  World  Wai 
II,  we  were  a  bunch  of  war-surplii.'' 
pilots  looking  for  something  to  do. 
Air  freight  looked  like  something  that 
hadn't  been  tapped  \  et,  and  we  knew 
the  airline  passenger  business  was  ; 
closed  field.  So  we  founded  the  all 
cargo  industr\',  but  I  never  felt  likei 
well,  today  a  new  industry  is  born. 

"In  fact,  m\  main  idea  was  to  mak(( 
some  money  and  go  back  to  lavi 
scliool.  I  had  left  law  school  in  I93!| 
to  go  into  the  Navy,  because  I  coul^ 
see  the  war  coming.  When  we  startei 
Fh'ing  Tiger,  I  told  my  wife,  'Wei 
this  is  June,  and  b\'  September  every 
thing  will  be  running  smoothly  and  i 
can  go  back  to  law  school.' 

"That  was  more  than  25  years  ag 
and  we  haven't  quite  got  the  airlir 
straightened  up  yet,  but  we're  worl 
ing  on  it." 

Prescott  is  being  modest.  In  197 
which  was  a  poor  year  for  the 
freight  busine.ss,  Flving  Tiger  nett* 
$10.5  million  on  revenues  of  $123 
million,  and  Prescott's  shoestring  o 
eration  has  grown  to  a  current  m? 
ket  value  of  some  $217  million. 
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(Continual  from  i>(i<ic  185) 
Some  low -ownership  CEOs  un- 
doiibtecU)  ha\e  sizable  outside  hold- 
ings—other stocks,  real  estate,  perhaps 
an  oil  participation  deal  or  two. 
Harold  Geneen,  ITT's  CEO.  has  made 
it  both  ways:  He  owns  ST. 6  million 
ot  ITT  stock  and  is  e\en  wealthier 
from  ontside  in\  estments. 

Where  the  man  is  \vealth\  on  the 
ontside  bnt  owns  few  shares  in  his 
own  compan\,  stockholders  might 
well  ask:  \Vh\  is  he  working  here  if  he 
doesn't  belie\e  in  the  compan\?  Bnt 
not  all  the  CEOs  are  wealth\  on  the 
olitside;  manv  of  them  are  too  bns\ 
with  their  business  to  gi\e  proper 
attention  to  outside  inxestments.  The 
simple  fact  is  that  while  most  of  these 
men  are  comfortable,  perhaps  a  ma- 
jorit\  are  far  from  wealthy  b\  the 
standards  of  onr  affluent  society. 


Chief  Executive 
Salary  Ranges 


1970  Salary 
and  Sonus 


Percentage 
of  CEOs 


Over  $400,000 
$300.000-$399,000 
$200.00G$299.000 
SI  50,000$1 99,000 
$100,000-$149,000 
Less  Than  $100,000 


1% 

5 

18 
22 
31 
23 


The  truK  rich  men  in  l)usiness,  as 
these  figures  clearK  show,  are  of 
three  classes: 

Those  w  ho  either  inherited  great 
wealth  or  married  into  it.  Men  like 
August  Busch  of  -Anheuser-Busch, 
Thomas  Wat.son  of  IBM,  Edgar  Kaiser 
of  Kaiser  Industries  and  George 
Weyerhaeuser. 

Those  who  are  more  properh  en- 
trepreneins  than  managers,  the  men 
who  built  their  own  companies  This 
list  would  include  Henr\  Singleton  of 
Teletlyne,  William  Marriott  of  Marriott 
Corp.,  William  Hewlett  of  Hewlett 
Packard  and  William  Norris  ot  Con- 
trol Data. 

Finally,  tiiose  who  either  through 
their  own  efforts  or  because  the\  were 
in  the  right  place  at  the  right  time 
profited  from  stock  options  \u  their 
own  company.  Men  like  Peter  Mc- 
Colough  of  Xerox,  Leslie  Warnei  of 
General  Telephone  &  Electronics  and 
Harvey  Cunningham  of  Kresge. 

There  are  two  inescapable  con- 
clusions. One  is  that  coiporate  boss- 
'hip  i.s  no  sure  path  to  wealth.  The 
Jther  is  that  a  good  CEO  is  cheap  at 
any  price  and  a  weak  one  is  o\erpaid 
It  $1  a  year.  Back  on  page  186,  Har- 
ald  Geneen  argues  that  he  is  not  over- 
paid at  $767,000  a  year.  Perhaps  what 
is  needed,  then,  are  higher  salaries 
md  more  accountability.  Perhaps 
'boards  of  directors  should  be  both 
nore  generous  and   more   ruthless.    ■ 


Tough  Customers 

He  doesn't  fool  himself.  His  customers  are  tough. 

He's  been  publishing  one  of  the  leading  financial  journals  for  more 
than  35  years  now— and  has  a  healthy  respect  for  the  audience 
that  buys  his  magazine  every  week. 

Because  his  readers  are  primarily  professionals.  They  represent 
thousands  of  the  keenest  minds  in  the  Street  from  nearly  every 
major  investment  house— stand  as  an  army  of  critics  that  can  spot 
pomp,  puffery,  or  poor  reporting  a  mile  away— especially  when 
it  comes  to  the  firms  and  people  that  make  up  the  world  of 
investment  dealers,  bankers,  and  brokers. 

This  was  the  man  who  recently  asked  if  he  could  do  a  story 
in  depth  about  Reynolds. 

Perhaps  because  we're  celebrating  our  40th  anniversary. 

Perhaps  because  we  could  count  the  year  1970  among  our 
very  best. 

In  any  event,  we  gave  him  carte  blanche,  cooperated  for  three 
full  weeks  as  he  talked,  probed,  and  listened— asked  anything  he 
liked  of  anyone  he  wanted  about  policies  and  capital,  research 
and  operations,  fails  and  compliance— plans  for  expansion,  per- 
sonnel, and  cost  controls. 

Finally  satisfied,  he  published  a  feature  article  called  "The 
Reynolds  &  Co.  Story." 

For  many,  the  story  may  have  little  meaning— or  none. 

For  any  investor  choosing  a  broker  now,  to  provide  whatever 
service,  help,  or  facilities  he  might  require  over  the  next  10,  or  20, 
or  40  years  in  Wall  Street  — it  could  make  all  the  difference  in 
the  world. 

The  investment  world,  that  is . .  .yours. 

If  you'd  like  a  copy,  just  ask  for  one  in  any  Reynolds  office— 
or  simply  mail  this  coupon. 


Founded  in  W^"  , 
"theyearofllw^f' 


All  right,  I  am  willing  to  spend  ten  minutes  to  find  out  "all 
about  Reynolds."  Please  mail  my  reprint  to— 


Name 


Address 


City 


State 


Zip 


Telephone 


Reyfiolds  &  Co. 

t/  MEMBERS  NEW  YORK  STOCK  EXCHANGE,  INC. 

AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY,  NEW  YORK,  N.Y.  1 0005  •  OFFICES  COAST  TO  COAST 
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This  aniioiiiicemeni  is  under  no  circ/imsUiicei  lo  be  comtnied  as  an  offer  lo  sell  or  as  a  solicitaljon  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


April  20,  1971 


4,249,549  Units 


Commonwealth  Edison  Company 

4,249,549  Shares  of  ^1.90  Cumulative  Preference  Stock 

(without  par  value — stated  value  ^25  per  share) 

with  Warrants  to  Purchase  4,249,549  Shares  of  Common  Stock 

The  Company  is  offering  to  the  holders  of  its  Common  Stock  the  Right  to  subscribe  for  ONE  Unit  (consisting  of  one  share  of  Si. 90  Preference  Stock  and 
one  Warrant  to  purchase  one  share  of  Common  Stock),  for  each  TEN  shares  of  Common  Stock  held  of  record  at  3  00  P.M.,  Chicago  Time,  on  April  13,  1971, 

as  more  fully  set  forth  in  the  Prospectus. 

The  Subscription  Offer  will  expire  at  4:00  P.M.,  Chicago  Time,  on  April  30,  1971. 


Subscription  Price  ^38  Per  Unit 


During  and  after  the  subscription  period,  the  Underwriters  may  offer  and  sell  Units, 
shares  of  $1.90  Preference  Stock  or  Warrants  as  more  fully  set  forth  in  the  Prospectus. 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from  only 
such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  8C  Smith 

Incorporated 


The  First  Boston  Corporation 


Halsey,  Stuart  8C  Co.  Inc. 


Kuhn,  Loeb  8C  Co. 


duPont  Glore  Forgan 

Incorporated 

A.  G.  Becker  &  Co.         Drexel  Firestone         Eastman  Dillon,  Union  Securities  &  Co.         Hornblower  Si,  Weeks-Hemphill,  Noyes 

Incorporated  Incorporated  Incorporated 

Kidder,  Peabody  &  Co.       Lazard  Freres  &  Co.       Lehman  Brothers       Loeb,  Rhoades  &  Co.       Paine,  Webber,  Jackson  SC  Curtis 

Incorporated  Incorporated  Incorporated 

Salomon  Brothers  Smith,  Barney  8C  Co.  Stone  8C  Webster  Securities  Corporation  Wertheim  6C  Co. 

Incorporated 

White,  Weld  SC  Co.  Dean  Witter  8C  Co.  Shearson,  Hammill  &  Co. 

Incorporated  Incorporated 

American  UBS  Corporation  Basle  Securities  Corporation  Bear,  Steams  SC  Co.  Burnham  and  Company 

Equitable  Securities,  Morton  &  Co. 

Incorporated 

W.  E.  Hutton  SC  Co. 


CBWL-Hayden,  Stone  Inc. 


Clark,  Dodge  SC  Co.  Dominick  SC  Dominick, 

Incorporated  Incorporated 

Robert  Fleming  Hallgarten  SC  Co.  Hill  Samuel  Securities  E.  F.  Hutton  SC  Company  Inc. 

Incorporated  Corporation 

Ladenburg,  Thalmann  SC  Co.       F.  S.  Moseley  SC  Co.       Paribas  Corporation      R.  W.  Pressprich  SC  Co 

Incorporated 

Shields  SC  Company  F.  S.  Smithers  SC  Co.,  Inc.  SoGen  International  Corporation 

Incorporated 

Swiss  American  Corporation  Tucker,  Anthony  SC  R.  L.  Day  G.  H.  Walker  SC  Co. 


Wood,  Struthers  SC  Winthrop  Inc. 

William  Blair  8C  Company 

The  Dominion  Securities  Corporation 


A.  E.  Ames  &  Co. 

Incorporated 

Blunt  Ellis  SC  Simmons 


Arnhold  and  S.  Bleichroeder,  Inc. 
Alex.  Brown  &  Sons 
F.  Eberstadt  8C  Co.,  Inc.  Estabrook  SC  Co.,  Inc. 


L.  F.  Rothschild  SC  Co. 
Spencer  Trask  SC  Co. 

Incorporated 

Walston  SC  Co.,  Inc. 

Bacon,  Whipple  SC  Co. 

Dick  SC  Merle-Smith 


Faulkner,  Dawkins  SC  Sullivan 

SecuHtiea  Inc. 

Harris,  Upham  SC  Co.  New  York  Hanseatic  Corporation  John  Nuveen  SC  Co.  Wm.  E.  Pollock  SC  Co.,  Inc. 

Incorporated  (Incorporated) 

Riter,  Pyne,  Kendall  SC  Hollister  Suez  American  Corporation  Thomson  SC  McKinnon  Auchincloss  Inc. 


Ball,  Burge  SC  Kraus 
Butcher  8C  Sherrerd 


C.  B.  Unterberg,  Towbin  Co.  Wood,  Gundy  &  Co.,  Inc.  Robert  W.  Baird  SC  Co. 

Incorporated 

Bateman  Eichler,  Hill  Richards  Boettcher  and  Company  J.  C.  Bradford  &  Co., 

Incorpor4t«d  Incorporjted 

The  Chicago  Corporation    Dain,  Kalman  SC  Quail     R.  S.  Dickson,  Powell,  Kistler  8C  Crawford     Eppler,  Guerin  8C  Turner,  Inc. 

Incorporated 

First  of  Michigan  Corporation       Halle  SC  Stieglitz,  Inc.       H.  Hentz  SC  Co.,  Inc.       Johnston,  Lemon  8C  Co.       Kohlmeyer  SC  Co. 
Legg,  Mason  SC  Co.,  Inc.       Loewi  SC  Co.       McDonald  SC  Company       McLeod,  Young,  Weir,       Mitchum,  Jones  SC  Templeton 

Incorporated  Incorporated  Incorporated 

Model,  Roland  SC  Co.,  Inc.  New  York  Securities  Co.  The  Ohio  Company  Piper,  Jaffray  SC  Hopwood 

Incorporated  Incorporated 

Prescott,  Merrill,  Turben  SC  Co.  Putnam,  Coffin,  Doolittle,  Newburger  Rauscher  Pierce  Securities  Corporation 

Oivuion  ol  Adveit  Co. 

Shuman,  Agnew  SC  Co.,  Inc. 


The  Robinson-Humphrey  Company,  Inc. 
Stern  Brothcts  8C  Co. 


Sutro  SC  Co. 

Incorporated 


Singer,  Deane  SC  Scribner 
Wheat  SC  Co.,  Inc. 
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The  Forbes  Index 


/ 


80      ''^"OO  ol  IconofMc  fiec^sSKin  as  Oelinea 
_  &y  National  tiitreau  of  Economic  Research 

ID 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing''  (Federal  Re- 
serve Boar  a  Index  of  Industrial  Production  i 

•  What  volume  of  hard  goods  are  we  ordering'' 
(DepI  of  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories  i 

•  How  intensively  are  we  building''  (DepI    ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (DepI.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services''  (Dept.  ol  Commerce 


preliminary  if 

FEB 130.9 

MAR 129.0 

APR 127.8 

y^  MAY    126.1 

JUNE    125.8 

JULY 127.2 

AUG 126.4 

SEPT 125.4 

OCT 122.0 

NOV 119.5 

DEC 119.7 

JAN 122.1 

FEB 124.7 

MAR.  (prel.)  .126.4 

service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off  (U.  S. 
Dept   ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


Look  At  Unpopular  Issues 


iiTiiK    .ST<K  K    M AHKKT    atmo.splifie    le- 

ceiitly  lias  l)eei)  tlic  iincise  ol  tlic  iiii- 

pleasaiiliies.s  of  Ma\  ol   1970.  Tlir  lise 

since   tlic   fiist   of   the   \ear   lias   gone 

further,   ([iiickei,   than   almost  ainone 

expected;    aiul    nianv    ohserseis    have 

been  woiKlenng  if  1)\   the  end  of  May 

)rices  might   be  batlc   np   to  an   area 

liat  wcmid   make  the   D|I  s -II  above 

the  old  record  of  1001  intraday.  The 

force     behind     the     improvement     in 

prices  has  been  a  plethora  ol  mone\, 

jiist   as    the   force    last    \('ar    was    the 

shiirtage    and    high    cost    of    moiiev. 

When  the  Fed  and  the  Administration, 

starting     in     late     1970,     made     huge 

amonnts  of  credit   axailable  at   lower 

■nterest    rates    as    a    proph)  lactic    for 

economic  deterioration,  there  was  ini- 

ially     little     demand     for     borrowed 

money  in  trade  and  indnstrx .  Now  we 

tiave  a  dela\ed  reaction,  and  business 

nd  trade  are  definitelv  better.  There 

IS  a  greater  willingness  to  borrow. 

The  stock  market,  however,  seldom 
loes  the  same  thin"  twice.  It  alrcadv 
las  discounted  a  much  bigger  im- 
rovement  in  business  and  earnings 
han  has  occurred.  The  market  is  way 
Jjead    of    business,    and    as    business 

.  Mr.  Hooper   is  associated  with   'he   New   York   Stock 
hange  firm  of  W    E    Hutton  &  Co. 


impro\('s  it  will  absoii)  some  of  the 
mone\  which  has  been  iJouring  into 
stocks.  The  inference  is  that  the  next 
100  points  on  the  upside  of  the  DJI 
will  l)e  much  more  labored  than  the 
easv  100  points  to  the  middle  of  April. 
Just  because  one  is  '"not  so  bnllisli," 
it  does  not  tollow  that  he  is  "bearish." 
We  ar<'  in  a  rising  market,  but  the 
rise  ought  to  .slow  down  and  perhaps 
back  np  to  get  a  fresh  start.  An  in- 
llationary  stock  market  like  this  does 
not  move  long  in  the  even  path  oi  an 
inclined  plane.  Inflation  inspires  more 
and  more  speculation;  and  more  and 
more  speculation  means  sharper 
downs  as  well  as  sharper  nps— e\en  if 
the  geneial  direction  is  u|). 

Buy   Pessimism 

It  seems  to  me  that  this  is  less  and 
l(>ss  of  a  high-technology  market. 
That's  becau.se  the  high-technology 
ajiproach  has  been  oNerdone,  and  be- 
cause there  are  so  many  "former 
growth  stocks"  and  so  few  "cmrent 
growth  stocks"  in  this  classification. 
The  computer  industry  and  the  elec- 
tronics industry  no  longer  are  growing 
as  lapidly  as  they  did,  and  there  are 
•manv  lame  duck  computer  and  elec- 
tronics i.s.sues. 


On  the  theoiA  tliat  it  iisualK  pays 
to  l)ii\  pessimism  when  it  concerns 
good  companies  and  when  ther*'  is 
enough  of  it,  some  shrewd  people  have 
been  picking  up  the  better  (juality 
paper  shares.  In  this  area,  Intcnia- 
lianal  Taper  (.37)  seems  interesting. 
Earnings  are  terrible,  and  there  is  not 
much  prospect  right  now  of  an  early 
improvement  in  depressed  paper 
prices.  The  stock  is  up  only  modestly 
from  last  year's  low  of  34%.  Interna- 
tional Paper  is  the  world's  largest 
paper  company,  and  a  factor  in  build- 
ing luaterials.  It  is  heavy  in  consumer 
tissues,  an  acknowledged  growth  area. 
Sales  last  year  were  $1.8  billion,  with 
about  86/?  paper  and  converted  paper 
products.  Timber  holdings  are  enor- 
mous, which  makes  the  stock  sort  of 
a  hedge  against  inflation.  Don't  forget 
that  paper  sales  per  capita  are  the 
best  statistical  measure  of  the  stan- 
dard of  li\ing,  and  that  America's 
sales  of  paper  per  capita  are  the  high- 
est in  the  world. 

In  pre\'ious  issues  another  area  of 
investment  unpopularitv  has  been  sug- 
gested as  a  good  place  to  put  some 
money,  namely  the  copper  industry. 
The  negative  factors  of  late  have  been 
impressive:  political  troubles  in  Africa, 
expropriation  of  properties  in  Chile 
and  Peru,  numerous  new  mines  com- 
ing into  production  over  the  next  few 
years,  a  drop  of  10  cents  a  pound  in 
the  price  of  the  metal  early  this  year, 
the  drop  in  alinuinum  prices,  sharpK 
lower  first-({uarter  earnings  and  some 
dividend  cuts.  Admittedly,  copper 
prices  are  more  difficult  to  forecast 
when  such  a  big  percentage  of  world 
production  comes  from  countries  like 
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Investments  Geared  to  America's  Future 


OHNSTON 

MUTUAL  FUND 


for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 


NAME 


ADDRESS . 


There's 


Power  10  Spare 

in  the 
Mounlain  west 


The  Folks  at 

UTAH  POWER  &  LIGHT  CO. 

A  Growing  Compaiiy  in  the  Gfowmg  West 


BUILD 

your  next  Plant  or  Office 

IN  TENNESSEE 

For  details  about  all  of  the  PLUS 

factors  of  locating  in  Nashville's 

1200  acre 

INTERCHANGE  CITY 

Industrial  and  Office  Park  write  to: 


MCDa\A/ELL 

□EVELOPMEIMT 

CORP. 

P  0  BOX  U9  •  NASHVIllE.  TENN    37202 

Wholly  Owned  Submlnry  t/f  M.  Ouwell  tntt^rpnici    Irii 


There  Is  ade- 
quate power 
now,  adequate 
low-cost  fuel 
now,  and  con- 
struction of 
plenty  of  addi- 
tional generating 
capacity  is  underway. 

Also ...  we  have 
strong  interconnec- 
tions with  huge 
power  pools  in  other 
areas— just  in  case. 


Chile,  Peru,  Zambia,  the  Congo  and 
soon  Indonesia.  But  it  is  hard  to  think 
in  terms  of  a  bear  market  for  a  major 
metal  like  copper  in  a  highly  infla- 
tionary world. 

The  quality  copper  stocks  are  New- 
mont  (34),  Phelps  Dodge  (44)  and 
Kennecott  (38).  In  spite  of  Ana- 
conda's problems  now  that  the  Chile 
properties  have  been  taken  over,  most 
copper  men  think  the  stock  (22)  is 
the  cheapest.  In  the  long  run  it  may 
have  the  biggest  potential.  Over  the 
near-term,  I  hope  the  management 
will  be  stingy  about  dividends.  All 
profits  should  be  plowed  back  into 
property,  in  my  opinion. 

In  the  Apr.  15  column  I  made  an 
inaccurate  statement  about  Georgia- 
Pacific  (57)  which  I  wish  to  correct. 
My  figures  on  the  company's  plywood 
capacity  were  correct,  and  taken  from 
the  company's  "vital  statistics"  pam- 
phlet. That  amount  of  plywood,  how- 
ever, would  not  cover  Rhode  Island, 
to  say  nothing  of  the  state  of  Min- 
nesota. A  columnist  should  be  more 
careful  with  figures  when  he  is  home 
in  bed  with  a  virus! 

A  company  can  publish  an  annual 
report  that  makes  a  bad  impression 
on  its  shareowners.  One  of  the  com- 
panies in  which  I  own  around  500 
shares  recently  sent  out  a  report  with 
seven  quarter-page  pictures  of  the 
president.  This  indicates  either  that 
the  guy  is  too  important  for  the  good 
of  the  company,  or  that  he  thinks  he 
is  too  important— and  to  make  things 
worse,  he  was  not  even  good-looking. 
My  opinion  of  the  company  has  gone 
down  several  notches.  Something  as 
simple  as  this  can  make  a  small  com- 
pany lose  status. 

Invest   in   Land 

The  land  development  idea  still  ap- 
peals to  me.  Of  the  leading  companies, 
I  like  McCuUoch  Oil  (27  for  the  2- 
foi-1  split  stock)  best.  If  earnings  are 
to  increase  30%  again  this  year,  as 
management  expects,  the  stock  is  sell- 
ing at  about  20  times  earnings  which 
is  not  high  for  a  fast-growth  company 
with  an  excellent  management  and 
a  big  inventory  of  unsold  land.  Mc- 
CuUoch, too,  is  beginning  to  be  much 
more  of  an  oil  company  than  in  the 
past,  and  also  has  a  smattering  of 
coal.  I'm  also  favorably  inchned  to- 
ward General  Development  (32), 
which  I  hear  would  like  to  diversify  a 
bit  outside  of  Florida.  Two  smaller 
companies,  both  more  speculative  but 
psrhaps  cheaper,  are  Newhall  Land  & 
Farming  (31)  and  Arizona  Colorado 
Land  &  Cattle  ( 17). 

Lihhey-Owens-Ford  (52),  which 
earned  only  $1.45  a  share  in  1970, 
may  earn  around  $3.75  a  share  this 
year.   This  company  was  badly   hurt 


by  the  General  Motors  strike  last  year, 
since  it  supplies  close  to  75%  of  GM's 
glass  requirements.  There  is  a  good 
chance  that  the  dividend,  50  cents 
cjuarterly,  will  be  increased.  This  is 
a  big  company;  sales  in  1971  may 
reach  $500  million.  Earnings  in  the 
March  quarter  were  $1.21  a  .share. 

Higher  Profits 

Before  the  stock  market  gets  ahead 
•  of  me,  I  would  like  to  express  the 
opinion  that  The  Street  has  been  too 
pessimistic  about  the  automobile  in- 
dustry, especially  about  Chrysler  (31). 
This  company  is  not  "busted"  and 
never  has  been.  Furthermore,  the 
automobile  companies  this  year  are 
likely  to  have  a  bigger  percentage  in- 
crease in  profits  than  the  computer 
industrv  or  the  electronics  industry. 
I  would  not  sell  General  Electric  ( 120) 
at  this  point.  If  I  were  investing  new 
money,  however,  I  would  prefer! 
General  Motors  ( 87 )  to  General  Elec- 1 
trie.  Nor  would  I  neglect  Ford  Motorl 
( 67 ) .  Ford  is  a  very  wide-awake  com-i 
pany.  Of  course  the  import  cars  arel 
still  a  problem  for  the  Big  Three,  butj 
they  realize  it  and  are  taking  steps  to 
meet  the  competition. 

If  you  are  surprised  at  the  strengthj 
in  the  airlines,  just  remember  thaf 
they  got  their  fare  increase  right  a' 
the  beginning  of  the  season  of  heav) 
traffic  and  that  they  were  forced  h 
adopt  many  lasting  constructive  ecor 
omies  in  the  difficult  period  befor<j 
fares  were  increased.  All  these  ain 
lines,  because  of  their  huge  debt,  havJI 
highly  leveraged  common  stocks.  Th 
result  of  this  leverage  in  per-shar| 
earnings  is  impressive  when  an  irl 
dustry  goes  from  threatened  receiveJ 
ship  to  decent  profits.  I  still  like  tbi 
more  conservative  ones,  such  as  Deli\ 
(49)  and  KLM  (60). 

Apparently  my  statement  in  an  ea 
lier  column  that  I  considered  Fedef 
National  Mortgage    (68)  the  kind 
a  girl  you  have  a  romance  with  rathJ 
than  a  girl  you  take  home  to  manJ 
has  been  misinterpreted.  It  is  my  opiff 
ion   that   this   speculative,   highly  11 
veraged    stock    will    sell    substantia  f 
higher  some  time  between   now  ail 
the   end   of   the   year.    But   I   do  rj 
look  on  it  as  an  issue  I  am  willing  I 
marrv,  like  General  Electric  or  G<j 
eral  Motors.  In  other  words,  this  i^ 
stock  that  I  would  consider  selling  i 
a  profit  at  the  right  time,  not  a  stc 
I    would    own    indefinitely.    I    th  | 
there  will  be  some  quarters  this  yj 
when   Fannie  Mae's  earnings  will 
substantially  higher  than  the  53  eel 
reported  for  the  March  quarter. 

My  column  in  the  June  I  issue! 
Forbes  will  be  omitted.  I  will  r 
travelling  in  Europe  when  this  if-  P 
reaches  the  reader.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


CYAlVAn^Z  M^ 


$100,000,000 


American  Cyanamid  Company 


7h%  Sinking  Fund  Debentures  due  2001 


Pnce  99% 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as   may  lawfully  offer  these  securities  in  such  State. 


White,Weld&Co. 


Dillon,  Read  &  Co.  Inc. 


The  First  Boston  Corporation 


Kuhn,  Loeb  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith         Salomon  Brothers 

Incorporated 


duPont  Glore  Forgan  Staats  Halsey,  Stuart  &  Co.  Inc. 

Incorporated 

Lazard  Freres  &  Co.  Loeb,  Rhoades  &  Co. 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co. 

April  22,  1971 


BIyth  &  Co.,  Inc.         Drexel  Firestone 

Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes 


Paine,  Webber.  Jackson  &  Curtis 

Incorporated 


Dean  Witter  &  Co.  Bache  &  Co. 

Incorporated  Incorporated 
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The 

Wyckoff 

Method 

of  Trading 

in  Stocics 

A  program  of  instruction  in  Stock 
Market  Science  and  Technique 

This  program  of  instruction  has  been 
prepared  for  those  who  desire  to  make 
profits  from  the  principal  swings  in 
stocks  listed  on  the  New  York  Stock 
Exchange. 

Its  purpose  is  to  teach  Stock  Market 
Science  and  Technique;  to  help  you 
become  a  scientific  and  successful 
trader  in  stocks. 

It  shows  you  how  to  develop  your 
own  independent  judgment  so  that 
you  need  never  ask  anyone's  opin- 
ion, or  listen  to  anyone's  tips,  or  take 
anyone's  advice,  because  you  will 
know  just  what  to  do  and  when  to 
do  it. 

This  method  is  based  on  the  funda- 
mental law  of  supply  and  demand. 
It  has  been  tested  in  all  kinds  of  stock 
markets  for  nearly  half  a  century. 

It  teaches  you  how  to  judge  the 
stock  market  by  its  own  action;  how 
to  do  your  own  forecasting  of  the 
market  as  a  whole,  and  of  individual 
slocks. 

You  need  never  study  the  financial 
or  the  business  situation. 

You  need  not  understand  railroad 
or  industrial  statistics,  the  money 
market,  the  crop  situation,  bank  state- 
ments or  foreign  trade. 

You  can  absolutely  ignore  all  tips, 
rumors,  reports  and  "inside  informa- 
tion." 

This  program  offers  you  a  well- 
planned,  definite,  comprehensive  and 
time-tried  method  of  trading. 

The  estimated  profit  on  each  trade 
is  always  several  times  the  amount 
of  the  risk.  The  risk  is  invariably  lim- 
ited to  a  few  points. 

This  method  shows  not  only  how 
to  judge  whether  the  market  and  cer- 
tain stocks  should  go  up  or  down; 
but,  in  many  cases,  how  far— that  is, 
hov/  many  points ! 

When  mastered,  you  can  devote  as 
much  or  as  little  of  your  spare  time 
to  operating  it,  without  interfering 
with  your  regular  business  or  pro- 
fession. 

Learn  the  Science  and  Technique 
of  trading  in  stocks  before  you  risk 
another  dollar  of  your  capital ! 

Accredited  Member:   National  Home  Study 
Council    Approved    for    Veterans    Training. 


I  STOCK  MARKET  INSTITUTE  INC. 
808  Busse  HighViay,  Dept.  F-239 
Chicago  (Park  Ridge).  Illinois  60068  (312)  825-551 1 
Gentlemen  Please  send  me  a  pros- 
pectus on  the  Wyckoff  Course  in 
Slock  Market  Science  and  Technique 

Name 


Address. 
City 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Ready  To  Explode? 


State. 


.Zip. 


For  the  pa.st  15  months  or  .so  the 
Federal  Reserve  has  been  pumping 
money  into  the  American  economy. 
The  primary  objective  of  this  pohcy 
was  to  arrest  a  trend  toward  undue 
stringency  which  almost  had  calami- 
tous consequences.  The  Penu  Central 
disaster  was  a  toietaste,  and  most 
people  still  do  not  know  how  deeply 
all  of  us  are  indebted  to  Arthur  Burns 
for  preventing  a  major  credit  crisis 
at  that  time. 

The  Fed's  crecht  policy,  however, 
not  only  jiad  a  preventive  purpose 
but  also  the  constructive  objective  of 
redirecting  the  economy  toward  pros- 
perity while  attempting  to  keep  in- 
flation within  bounds.  These  efforts 
were  not  exactly  a  startling  success. 
While  inflation  has  abated  a  wee  bit, 
it  has  taken  an  unexpectedly  long 
time  and,  as  some  of  us  think,  a  little 
too  much  credit  pumping  to  get  the 
show  back  on  the  road.  A  couple  of 
months  ago  I  said  in  this  column 
that  you  can  lead  the  horse  to  the 
water,  but— how  do  you  make  it  drink? 

Well,  it  seems  that  the  horse  is 
getting  thirsty  and  there  is  plenty, 
more  than  plenty,  of  water  around. 
Evidence  is  accumulating  that  the 
time  is  here,  or  at  least  near,  when 
the  consumer— /.c,  the  horse  who 
wouldn't  drink— is  ready  to  go  on  a 
binge.  He's  got  the  money;  he's  got 
the  desires;  and  he's  got,  or  is  re- 
gaining, the  confidence  that  things 
will  be  alright  in  the  foreseeable  fu- 
ture. These  are  the  necessar\-  ingredi- 
ents for  making  us  unbutton  our  pock- 
ets and  spend, spend, spend. 

There  is  now  so  darn  much  mone\ 
around— just  look  at  the  increase  in 
savings  banks'  deposits— that  we  ma\ 
be  on  tlie  verge  of  a  spending  orgy. 
I  would  not  be  surprised  at  all  if  om- 
economic  policy-maker  will  soon  be 
less  concerned  about  stimulating  the 
econcnny  than  containing  the  boom. 
This  may  happen  before  the  end  of 
1971. The  Federal  Reserve  better  turn 
off  the  credit  faucet  if  it  does  not 
want  to  find  itself  in  the  helpless  po- 
sition of  the  Sorcerer's  Apprentice. 

Wall  Street,  in  its  infinite  wisdom, 
has  been  telling  us  all  along  that  pros- 
perity was  around  the  corner.  It  has 
been  (jiiite  apparent  for  man\  months 

Mr.  Biel  is  a  senior  vice  president  of  the  New  Yo  k 
Stock  Exchange  firm  of  Havenfield  Corp. 


that  the  stock  market's  major  trend 
was  UP;  and  there  is  no  point  in  ar- 
guing with  the  tape. 

A  "Slaughter" 

When  the  price  of  a  stock  falls  from 
TTVz  to  16y2,  and  per-share  earnings 
collapse  from  $2.55  to  27  cents  with- 
in a  matter  of  two  years,  the  only  wa\' 
to  describe  such  disaster  is  by  calling 
it  "slaughter."  This  was  the  unfortu- 
nate experience  of  one  of  the  most 
progressive  companies  in  the  slaught- 
ering business,  which  probably  now 
handles  about  105?  of  the  cattle  killing 
and  processing  in  this  countr\ .  The 
company's  name  is  Iowa  Beef  Pro- 
cessors. Formerly,  when  it  was  called 
Iowa  Beef  Packers,  it  was  a  glamour 
growth  stock  which  performed  sensa- 
tionally from  1966  to  1968. 

What    distinguished    IBP    from    its 
less    imaginative    coinpetitors    was   it.'^ 
new     approach     toward     a     bus'iies;- 
which   had   not  changed   its   meth()d^ 
and     procedures    for    far    too    man\ 
years.  Bri-^-flN',  without  going  into  de| 
tails,  IBP  s  concept  is  to  process  thti 
beef    into    individual    cuts    instead   O' 
shipping   the   whole   carcass,    thereb; 
saving    freight,    waste    and    LABOR 
Well,  the  unions  did  not  like  this  ide^ 
at  all,  and  the  company  found  itsel 
involved  in  one  of  the  longest,  meai> 
est  and  bloodiest  strikes  in  U.S.  labo 
history.    It's   all   over  now,   and   man 
agement,   which   suffered   rather  tha 
give  in,  now  expects    (or  hopes  for 
more  peaceful  labor  relations.  But,  ; 
I  said  before,  it  has  been  a  very  cos 
1\  experience. 

Two  things  intrigue  me  about  low 
Beef  Processors.  First  of  all,  these  pe. 
pie  know  what  they  are  doing  ar 
why.  Their  approach  to  the  catt 
slaughtering  and  processing  busiiie 
is  so  ob\'iousl\  sound  that  even 
nonbutcher  like  my.self  realizes  its  i 
ter  reasonableness. 

The  second  reason  is  pmel)  fina 
cial,  or  mathematical.  IBP's  sales  m 
approach  $1  billion  this  year,  ai : 
there  are  presenth  onh-  about  2.2  m , 
lion  shares  outstanding.  That  is  vvlj 
I  call  leverage:  sales  of  around  $45Cj 
share,  w  hich  means  that  every  oi  | 
tenth  of  l'^  of  sales  is  ecjual  to  { 
cents  a  share.  Before  you  start  dro  i 
ing,  keep  in  mind  that  the  meat  pa(  j 
ing    (proce.ssing)    business    is    not   i  ' 
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for  high  margins.  Although 
BP  has  succeeded  in  bringing  1%  of 
lies  down  to  net  several  times  in 
ie  past,  don't  figure  on  profits  of 
4.50  a  share  this  year  or  next.  The 
seal  vear  ending  Oct.  31  will,  of 
jurse,  show  a  vast  improvement  over 
ist  \ear's  27  cents  a  share,  but  it 
ill  probably  fall  short  of  published 
stimates  of  well  over  S2.  Ne.xt  \ear, 
owever,  if  all  goes  well  in  this  vola- 
le  business  and  with  all  new  facilities 
>ntributing  to  rather  than  detracting 
om  earnings,  new  profit  peaks  may, 
r  should,  be  forthcoming.  The  stock, 
round  30,  is  suggested  as  a  spccula- 
on.  Don't  expect  cash  dividends, 
lanagement  knows  of  better  wa\s  to 
ivest  the  coinpan\  "s  profits. 

A   Good  Conglomerate 

The  intelligent  investor— a  minority, 
m  afraid— buys  people  rather  than 
lereh  a  big  name.  Just  remember 
II  the  money  that  has  l)eeu  lost  in 
ighK  rated  companies  whose  man- 
gements  lived  on  the  record  of  the 
ast  or,  maybe,  on  phony  glamoiu 
nd  doctored  accounting. 

The  names  of  neither  Studebakcr 
or  Worthington  ha\e  a  particularly 
lorious  post-World  War  II  history, 
nt  I  do  belie\e  that  resj^ect  is  due  to 
le  men  who  have  been  rinming  Stii- 

thakcr-Worthiitnton  in  recent  years. 
re,  it  is  a  "conglomerate. "  There  was 
I  time  when  this  company  simply  had 
\i  bus  all  .sorts  of  businesses  in  order 
)  take  advantage  of  the  tax-loss  car- 
'-forward  l)efore  it  expired.  But,  and 
lis  is  mv   main  contention,  I  think  I 
111  trust  the  figures  1  read  in  the  au- 
lal  report.  It  is  forthright.  There  are 
)  footnotes  that  make  you  doubt  the 
jracity  of  it.  And,  just  as  with  IBP, 
>u    feel     that     management     knows 
hat  it  is  doing,  which  is  more  than 
lecan  sa\  of  many  companies. 
Studebaker-Worthington      was      no 
wer  of  strength  at  its  inception,  but 
progress  over  the   past   five  years 
ould  be  the  envy  of  many  industrial 
muTacturing    companies    that    were 
irn  under  happier  auspices.  In  1970, 
pretty  miserable  vear  for  most,  SKW 
ported    record    profits    of    $6.42    a 
are  vs.  $4.88  the  year  before  ($5.03 
$4.04     fullv     diluted);     common 
are  equity  (fully  diluted)  increased 
$46.07  from  $-11.67;  and  while  net 
ffking  capital  declined  by  $7.5  mil- 
n,  long-term  debt  was  reduced  by 
3  million. 

Space    limitations     restrict     me     in 

iumerating    other    reasons    for    lik- 

Stndebaker- Worthington    (around 

l)ut  if  you  want  to  be  convinced, 

tl  and  enjov  the  annual  report— no 

tures,  no   glossy  paper,   just   facts. 

[is    year    promises    to    set    another 

"nings  record.  ■ 


Special  Inffodoetotg  JMOthtl 

Value  Line  for  the  next 
three  months  for 

only  75 


(REGULAR 
RATEH9) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 

REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1300  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 
SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 
1300  stocks,  at  the  rate  of  about  100  a  week,  which  will  replace 
and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 
a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 
"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 
SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 
market,  advice  on  investment  policy,  in-depth  analyses  of  especially 
recommended  stocks  and  special  situations,  the  Value  Line  market 
averages,  and  other  features. 
MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 
to  be,  you  may  return  the  material  we  send  you  within  30  days 
for  a  full  and  unquestioned  refund  of  your  $25. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

n Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 

special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 

The  Investors  Reference  Service. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 
I    [i  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 

Service  for  $189. 

□  D      «n*  nn.incoH  '^  dissatlsfied  for  any  reason,  I  may  return  the  material 

fayment  encioseo  ^-^^^^^  3Q  ^^^^  ^^^j  ^^  ^^^gy  ^^m  ^^  refunded. 

Qsill  me  N.Y.C.  residents,  please  add  6%  sales  tax;  other  N.Y. 

State  residents,  add  applicable  tax. 


Signature 


Name  (please  print) 
Address 


1611 


City 


state 


Zip 


\^ 


(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 


,^^ 


RBES,  MAY  15,  1971 


213 


^.-.Ajm.Ammrnmmmmtr 


Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000 — on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.  O-70. 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  oiiSr 

Investment  Management    .    Incorporated  1936 


ARE  NO-LOAD 
FUNDS  A  BARGAIN? 

Of  439  mutual  funds  surveyed,  84  charge  no 
sales  commission,  while  the  rest  make  a  sales 
charge  of  1%  to  8,85%.  From  the  standpoint  of 
getting  your  dollars'  worth,  FundScope,  the 
monthly  mutual  fund  magazine,  compares  BUY- 
ING COST  {sales  commission)  with  PERFORtvl- 
ANCE  RESULTS  and  comes  up  with  some  very 
significant  information.  At  a  glance  you  can  see 
the  top  performers  for  Growth,  for  Stability,  for 
Income.  You'll  see  exactly  how  the  5  top  No- 
Load  funds  compare  with  the  5  top  Load  funds 
for  various  significant  periods. 

Packed  with  factual  data,  FundScope's  exclu- 
sive report  reveals  which  No-Load  funds  are  a 
"bargain"  and  which  are  "expensive."  Learn  how 
to  avoid  "hidden  costs"  and  rriake  a  purchase  of 
mutual  funds  a  bargain  ...  not  false  economy. 
This  44-page  report  is  yours  with  special  offer. 
SPECIAL  OFFER:  (new  trial  subscribers  only). 
Send  just  $17  for  a  3-month  trial  subscription  to 
FundScope,  a  thinking  man's  guide  to  mutual 
funds.  PLUS— 5  big  bonuses  including  "Are  No- 
Load  funds  a  bargain?"  and  the  484-page  1971 
Ivlutual  Fund  Guide,  the  new  Bible  of  the  fund 
industry  with  all  the  vital  information  you  need 
on  456  (unds.  (GUIDE  ALONE  SELLS  FOR  $15.) 
ACT  NOW:  Ivlail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 

FundScope,  Dept.  F-U,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schalz 


The  Market's  Message 


If  the  Editor  would  let  me  (he 
wouldn't),  and  if  readers  would  settle 
for  it  (they  won't),  I  would  simpl\ 
limit  this  cohimn  to  a  single  sentence 
—■"The  stock  market  will  never  go 
down  again." 

Even  if  I  could  get  away  with  it,  I 
wouldn't  he  making  thi.s  statement  as 
a  forecast,  but  as  a  summing-up  of  the 
tacit  motivations  underlying  the  stock 
market's  relentless  upward  drive  since 
last  November.  Needless  to  say,  no 
investor  in  his  right  mind  would  com- 
mit his  worldly  goods  to  the  proposi- 
tion that  common  stock  prices  will 
simply  keep  going  up  and  up  and  up. 
But,  at  bottom,  that  seems  to  be  ex- 
actly what  most  stock  buyers  lateh' 
have  been  saving— to  themselves,  and 
to  one  another  via  the  stock  price 
movement,  which  is  one  of  the  most 
efficient  media  of  mass  communica- 
tion known  to  man.  As  a  medium,  in 
fact,  the  stock  market  has  been  the 
message  long  before  Mr.  McLuhan 
coined  his  phrase;  it's  perhaps  the  one 
medium  that  can  be  directlv  ecjuated 
with  its  own  message.  Onlv  the  man 
who  was  never  moved  to  buy  a  stock 
because  it  (and  the  stock  market) 
had  been  going  up  can  fail  to  under- 
stand this  phenomenon. 

Sitting   Pretty 

The  message  that  iiu'estors  lately 
have  thus  been  at  once  assimilating 
and  di.s.seminating  is  this:  1)  The  bull 
market  is  far  from  <)\'er  because  the 
economy  has  onlv  begun  to  reco\er, 
is  headed  for  a  banner  \ear  in  1972 
and  might  still  be  going  strong  in 
1973.  2)  Occasional  declines  in  the 
overall  stock  price  mo\ement  are  in- 
evitable, but,  given  the  business  out- 
look, will  be  minor  (less  than  5!?  in 
the  Do\\',  according  to  current  dog- 
ma) for  a  good  while  yet  and  there- 
fore worth  riskin",  with  larger  set- 
backs  unlikeK  to  materialize  until  the 
bull  market  is  nuich  older  and  at  a 
much  highei  price  level,  leaxing  those 
who  bu\  now  sitting  prett\  . 

As  I  read  it,  this  message  translates 
to,  "The  stock  market  will  never  go 
down  again,"  because  the  investor 
who  acts  on  it  must  assinne,  in  effect, 
that  the  stocks  he  keeps  buying  at 
rising  prices  will  not,  over  the  longer 

Mr.  Schul;  is  a  partner  in  the  New  York  Stock  Ex- 
change film  of  Abraham  &  Cu. 


pull,  show  him  a  loss.  This  assumptio 
could  be  correct  if  it  referred  to 
long  secular  uptrend  such  as  exolvec 
for  example,  between  1949  and  196! 
But  few  people  as  \  et  seem  willing  t 
believe  that  the  stock  market  is  mr 
embarked  on  another  phase  of  lonj 
term  growth  rivaling  in  vigor  that  ( 
the  1950s  and  1960s.  The  gross  n; 
tional  product,  to  be  sure,  may  indee 
be  heading  well  into  the  trillions,  hi 
"consumerism"  and  related  soci; 
trends  can  raise  serious  doubts  th; 
the  common  stock  investor  would  h 
likelv  to  reap  as  large  a  share  of  a 
expanding  economy  in  the  future  ;i 
he  did  in  the  past. 

Remember  the   Numbers 

In  any  case,  it  recently  seemei 
abundantlv  clear  that  the  stock  mai 
ket's  bullish  message  deals  only  wit^ 
the  current  business  recovery  cyd 
and,  accordingU ,  \\'ith  a  time  horizo 
limited  by  the  next  12,  or  at  most  1 
months— a  single  bull  market  rathf 
than  the  sequence  of  two  or  moil 
bull  markets  that  would  keep  tl'i 
bluer  of  common  stocks  at  recei 
or  e\en  higher  a\erage  prices  in  tl 
black  for  the  rest  of  his  natural  lit  j 
Of  course,  further  price  gains— ai  j 
the  heightened  euphoria  such  a  situ  ' 
tion  could  t\picallv  engender— in;' 
lead  investors  to  widen  their  \  iew  ai 
to  buy  stocks  for  a  larger,  seciilj 
(supra-cyclical)  uptrend.  ,' 

But   e\'en    if  it   were   granted,   t(  | 
that  such  an  expansion  of  liullish  I'j 
rizons      is      justified,      stock      l)u\( 
might  still  be  wise  to  reinember  tli' 
arithmetic:  Toward  the  end  ot  Ap 
the  Dow    Jones  indu.strials  had  .scor 
a  gain  of  some  320  points  from  tli 
Nhu    1970  bear-market  low  near  6' 
at   some   point,    this    uptrend   can 
expected   to   gi\e   up  at   least  25/f 
its   "lain    in   a   technicallv  normal  ( 
rection;    f'^o,    it    \'ou    were    Inty  _, 
stocks  for  the  long  pull  on  the  assuii  - 
tion    that    Dow    950    was   "safe,"  }' 
also    had    to    assume    implicitly    if 
the    uptrend    would    persist    until    t 
Dow    had  reached  or  exceeded   K'j- 
A  one-(iuartei   retracement  of  the  '' 
vance  from  630  to  anything  less  t  j> 
1060  would  set  the  average  l)acl- 1> 
a  level  below  950.   (As  Fohbks  Kj- 
ers  may  recall,  I've  long  been  exp  f- 
ing  the  Dow    to  reach  into  the  1'  '' 
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100  range  e\entuall\,  thou<ih  1  still 
hink  it's  been  trying  to  get  there  too 
ooii.  too  fast.) 

But  if  a  major-uptrend  sequence 
<n  the  1949-68  pattern  cannot  now  be 
onser\ativel\  postulated,  then  it  ma\ 
le  necessar\  to  assiuiie  that  the  cor- 
ection  following  the  end  of  the  cur- 
ent  major  uptrend  should  retrace 
nore  than  one-quarter  of  it,  possibK 
ne-third,  or  perhaps  not  less  than 
hree-eighths.  If  retracements  of  these 
limensions  were  to  keep  from  violat- 
ig  Dow  950,  the  a\erage  would  first 
ia\  e  to  reach  1110  or  1 145. 

Vulnerable    to    a    Reaction 

I'm    pla\ing    this    "numbers    game" 

0  show  why  the  stock  buyer  at  and 
bo\e  Dow  950  mav  be  risking  a 
round  trip"  or  even  a  net  decline 
11  the  o\erall  price  movement  in  a 
mger-term  perspecti\e.  These  risks 
iia\  be  acceptable  to  the  in\estor  (or 
peculator)  who  is  capable  either  ot 
upeiior  selectivit)  or  of  getting  ovit 
f  the  market  near  a  major-trend  high. 
!iit  he  must  also  be  willing  to  accept 
he  risk  that  current  dogma  is  false, 
hat  the  market  is  seriousK  vulnerable 
n  a  reaction  closer  to  10^  than  0%  in 
he  Dow  during  the  near  term. 

The  precise  timing  of  such  a  reac- 
on  has  so  far  eluded  me,  but  I  am 
nwilling  to  assmne  that  the  likeli- 
ootl  of  it  diminishes  with  the  pas- 
ige  of  time  and  the  further  advance 

1  stock  prices.  Or  to  put  it  differ- 
iitly,  I  find  the  market's  message  a 
ttle  too  loud  and  a  little  t(K)  clear 
)r  comfort. 

I  note,  too,  a  remarkable  rise  in 
ig-block  trading  activity  on  the 
YSE  last  mouth.  The  general  view  i.s 
lat  this  reflects  a  continued  surge  of 
stitutional  demand  for  common 
ocks.  But  it  can  also  be  regarded  as 
'idelice  of  intensifying  'distribution, ' 
massive  shift  of  presumably  low-  1 
ist  holdings  to  new  and  obviously 
gher-cost  ownership.  There  may  be 
»  telling  whether  or  for  how  long 
e  block  sellers  might  withhold  any 
Jnificant  part  of  the  proceeds  from 
e  stock  market;  but  it  seems  certain 
at  these  blocks  are  absorbing  large  i 
lantities  of  buying  power  at  a  sub- 
uitially  advanced  price  level.  In  any 
se,  I  doubt  this  activitv  has  served 
strengthen  the  market's  overall 
:;hnical  position. 

FinalK,  I  think  it  bears  repeating  } 
It  the  recent  rise  in  short-term  in- 
vest rates  and  long-term  bond  vields 
n  put  a  damper  on  a  further  rise  in 
I'fks'  price/ earnings  ratios.  So  could 
I'utback  in  the  money  supply,  whose 
'wth  rate  got  way  out  of  hand  in 
'  first  quarter  and  which,  accord-  [ 
:lv,  the  Federal  Reserve  mav  want 
<  'intract  for  a  while.  ■  ! 


If  you've  lost  money 

in  the  stock  market 

read  this: 

Is  your  portfolio  worth  less  right  now  than  it  was  a  year  ago? 

Then  perhaps  you  ought  to  abandon  the"clo-it-yourself"approach 

in  favor  of  full-time  professional  investment  management  — the  kind 

offered  by  Wallace  Forbes  &  Partners. 

Our  program  was  developed  by  Wallace  Forbes,former  President  of 

the  Forbes  Investors  Advisory  Institute.  It  offers  the  person  with  from 

$10,000 -$150,000  to  invest  the  advantages  which  have  traditionally 

been  available  only  to  institutional  investors  and  the  extremely  wealthy 

For  further  information,  write  for  a  complimentary  copy 
of  our  1  2-page  brochure. 

I 1 

Gentlemen:  Please  send  me  your  brochure.  | 

Name 


Address- 
City 


State_ 


.Z,p- 


Wallace  Forbes  &  Partners,  Inc. 

Investment  Management 
Dept.  U9,  2  West  45  St..  New  York,  N.Y.  10036  Tel.  MO  1-7610 


trustees 
and  trends 


The  accelerating  practice  today  and  in  recent  years  has  been  the  trend 
of  institutional  investors — associations,  employee  benefit  funds,  endow- 
ments, unions — to  seek  the  best  investment  research  and  counsel  available. 
Trustees  and  administrators  directly  responsible  for  large  amounts  of  in- 
stitutional funds  have  recognized  the  advantages  of  obtaining  progressive 
and  imaginative  professional  investment  management. 

Another  trend  has  been  for  very  large  funds  to  employ  "multiple"  invest- 
ment management,  thereby  spreading  the  investment  responsibility  among 
several  investment  organizations.  This  allows  the  fund  to  give  each  adviser 
more  manageable  amounts  of  assets  to  work  with,  to  obtain  specialized 
investment  skills,  to  gain  diversification  of  different  investment  manage- 
ment approaches,  and  to  compare  results. 

Working  with  major  institutional  funds  we  have  had  the  opportunity  to 
witness  these  and  other  significant  changes  taking  place,  to  study  the 
reasons  why,  and  to  influence  progressive  changes  ourselves. 

Established  in  1937,  T.  Rowe  Price  and  Associates,  Inc.  is  a  private  in- 
vestment research  and  counsel  firm  serving  major  institutional  clients 
nationwide.  If  you  are  concerned  about  the  investment  progress  of  a  large 
fund  and  wish  to  discuss  major  trends  affecting  your  fund,  write  or  call 
William  B.  Thompson,  Vice  President,  AC  301-539-1992. 

INVESTMENT  RESEARCH   AND  COUNSEL 


NEVA/  YORK 


BALTIMORE 


WASHINGTON.  DC. 
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\bucan 
own  shares 
in  the 
Allstate 
Enterprises 
Stock  Fund- 
a  mutual 
fund- 
for»200. 

Your  first  investment 
of  $200  or  more 
makes  you  a  part 
owner,  along  with 
other  investors,  in  a 
professionally  man- 
aged portfolio  of 
stocks  of  companies  in 
diversified  industries. 

After  your  first 
investment,  you  may 
add— if  and  whenever 
you  choose— $25 
or  more. 

For  a  free  prospectus 
which  describes  the 
fund,  contact  a 
Registered 
Representative  of 
Allstate  Enterprises 
Fu  s,  Inc. 

at  :  an 

Allstate 
office.  — 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Selectivity  Is  The  Key 


Business  is  better,  in  mv  opinion,  and 
the  economic  tide  has  turned  unmis- 
takably upward.  The  most  consistent- 
ly reliable  series  of  leading  indica- 
tors of  overall  activity  has  been  and 
still  is  pointing  upward.  Prices  of 
commodity  chemical  products,  which 
are  industry's  building  blocks,  have 
firmed  and  are  increasing.  Equally  im- 
portant, the  consumer  has  begun  to 
loosen  the  purse  strings. 

Encouraging  as  is  this  broad  back- 
ground, all  stocks  do  not  move  in  uni- 
son in  these  professionally  dominated 
markets.  Although  the  economy  is 
broader  based  than  ever  before,  the 
fact  remains  that  the  business  recov- 
ery will  not  necessarily  be  all-inclusive. 
Some  industries  will  lag,  others  lead. 

The  fact  that  the  nation  is  operat- 
ing far  below  its  productive  capacity 
hints  at  a  substantial  potential  for 
earnings  improvement,  and  history  in- 
dicates that  the  market  as  a  whole 
still  has  time  and  distance  in  its  favor. 
An  advance  as  broad-based  as  this 
has  been  in  itself  will  lead  to  recur- 
rent shifts  in  group  and  issue  popu- 
larity, for  price  is  a  factor  that  has 
to  be  reckoned  with  in  any  appraisal 
of  relative  issue  merit.  Thus,  it  seems 
to  me  that  selectivity  is  more  impor- 
tant today  than  it  was  in  past  months. 

In  this  connection,  I  can  see  rea- 
sons for  interest  in  Dennison  Manii- 
factitring  (around  30,  paying  60 
cents,  with  a  1968-70  range  of  80-11). 
For  one  thing,  I  believe  the  compa- 
ny has  regained  consumer  acceptance 
in  its  copy  machine  division,  which 
was  the  reason  for  past  speculative 
excitement  and  subsequent  disillusion- 
ment. This  division  of  the  business 
should  be  comfortably  in  the  black  in 
1971  in  contrast  to  a  modest  loss  last 
year  and  a  substantial  one  in  1969. 
Secondly,  the  company's  broad  line 
of  stationery  supplies  (Dennison  is 
basically  a  paper  converter)  in  effect 
makes  the  company's  sales  sensitive  to 
both  consumer  and  industrial  spend- 
ing, and  both  areas  are  likely  to  im- 
prove in  1971.  I  believe  1971  earnings 
may  be  some  10%  to  20%  more  than 
the  $1.82  per  share  of  1970,  which 
compared  with  $1.43  in  1969. 

I'm  intrigued  with  the  specula- 
tive   possibilities    'u    HMC    Iiulustiies 

Mr.    Lurie  is  a   parlner   in  the   New   York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


(around  19,  paying  72  cents,  with 
1969-70  range  of  28-9).  I  believe  th 
new  management  has  made  distine 
progress  in  rehabihtating  the  busines 
And  1971  earnings  should  better  th 
strike-depressed  $1.13  per-share  pro 
it  of  1970,  as  well  as  the  $1.41  pea 
profit  of  1969  for  several  reasons.  Th 
company  appears  to  have  strengtl 
ened  its  competitive  position  in  th 
automatic  vending  equipment  field, 
business  that  was  adversely  affecte 
last  year  by  tight  money  and  the  gar 
eral  business  slowdown  but  whic 
now  has  turned  up.  The  coin  har 
dling  machinery  division,  which  is  bf 
lieved  to  have  been  unprofitable  la; 
year,  should  be  in  the  black  in  197] 
The  division  which  is  the  world 
leading  producer  of  special  design  ac 
vertising  matchbooks  should  have  ar 
other  record  year. 

A   Low-Risk   Stock 

If  a  poll  were  taken  of  sophisticatei 
security  buyers,  chances  are  the  stee( 
would  be  at  the  bottom  of  the  list  (i 
group    preferences.    And    there   is  r| 
question  but  that  the  group  has  n 
been  a  good  investment  or  speculati\| 
vehicle  for  many  years.  But  there  is 
point  at  which  the  disadvantages  of  j 
capital  and  labor  intensive  business  a  I 
reflected  in  price.  This,  I  believe,  i 
the  case  with  Bethlehem  Steel  (ncj 
around  23,  paying  $1.20)  since  ma; 
of  the  1970  problems,  when  earnin 
declined    to    $2.05    per    share    frc 
$3.56    in    1969,    were    nonrecurrii 
Furthermore,  I  believe  that  the  co 
pany  is  better  situated   with  respt 
to   its   plants,   products,   etc.   than  I , 
past  years.  Bearing  in  mind  that  e\ 
a  moderate  improvement  could  re.s 
in   earnings  50%  to   100%  larger  tl 
last   year's,    I   think   the   stock   is 
interesting  low-risk  commitment. 

Speaking  of  another  "big  nai 
company,  I  see  several  little  noti'  j 
pluses  in  General  Motors,  not  the  1<  * 
of  which  is  the  possibility  that  V\ 
earnings  may  be  in  the  $6.50-$7  j  - 
share  area.  And  the  stock  often  ;  ' 
at  15  or  more  times  earnings  in  ' 
past  decade.  In  terms  of  other  sp( ,  • 
ics,  I  believe  GM's  sales  performa  ,e 
has  been  better  than  that  of  its  c  »- 
petition— the  new  low-priced  Veg  '^ 
a  success— and  this  year's  divid  o 
could  exceed  the  $3.40  of  1970.  ■ 
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The  tkansfer  of  power  is  alwaws 
crucial  to  the  health  of  an  organi- 
zation. Hence  the  deliberate  pact 
of  the  retirement  of  73-year-old  T. 
Roue  Price,  an  early  pioneer  of  the 
growth  stock  concept  in  the  Thir- 
ties. His  departure  has  been  like 
the  departure  of  the  Cheshire  Cat 
—not  abruptly  but  gradually  until 
nothing  was  left  but  the  "rin.  In 
1963  Price  resigned  as  president  of 
T.  Rowe  Price  Growth,  the  U.S.' 
bi22est  no-load  mutual  tund.  Si.\ 
years  later  he  resigned  from  New 
Horizons,  which  tries  to  j^ick  small 
enterprises  that  can  be  groomed 
for  the  grow  th  stock  fund. 

Now  Price,  who  rests  a  little  l)it 
each  afternoon  on  doctor's  orders, 
has  cut  his  final  tie  with  the  most 
unusual  of  his  three  fund  creations: 
Last  month  he  stepped  down  as 
president  and  director  of  the  SllO- 
milliou-assets  New  Era  Fund, 
which  he  started  a  scant  fi\e  \cars 
ago  on  his  own  and  brought  pub- 
lic onh  two  years  ago,  and  which 
he  passed  on  to  35-\ear-old  How- 
ard P.  "Pete"  Clolhoun.  Increasing- 
1\,  then.  Price  has  watched   other 

u    bring    their    own    power    aud 

"»  to  bear  on  his  achie\ements. 

Price  the  man  and  Price  the 

(iiini.iiix  ap))ear  to  ha%e  borne  the 

'erience  with  e<|uanimit\. 
In    one    year    they    brought    in 

ire  business  than  I  e\er  did," 
^l\s  the  founder,  magnanimously 
■'i.intin''  that  he  was  better  at  fore- 
».i^ting  iuNestment  wa\es  of  the  fu- 
tiiie  than  at  building  organi/.a- 
iii'iis.  And  so,  leaying  his  sucessors 
Ins  dark  yision  of  the  future.  Price 
letires  to  write  and  ponder  the 
m\  steries  of  the  market. 

fiut  his  final  yision,  the  latest 
HI  a  line  e.\tending  back  to  the  de- 
[iressed  1930s,  when  he  saw  that 
rapid  earnings  growth  was  the 
thinij  to  seek  in  a  stock,  is  his 
most  baleful.  "luHation  won  t  be 
^t()ppecl,"  he  sa\s,  predicting  an 
mexitable  bust  of  the  inflationar\ 
1  nibble.  "But  the  people  won't 
-tand  for  a  depression  this  time. 
There  will  be  revolution  and  con- 
Hscation  of  property."  What  can 
line  do?  Thomas  Rowe  Price  says 
lie  has  no  (juick  answers,  but  "in 

11   per.sonal  portfolios  were  hold- 

.i  real  estate."  He  also  talks  often 
't  gold— not  that  Americans  can 
'•"gallv  buy  an\-,  but  in  the  historic 


T.  Rowe  Price 


sense  that  "never  in   liistorx    has  a 
paper  money  sur\i\<'c]." 

Do  Price's  yoiniger  successors 
share  his  apocalyptic  visions?  Not 
<|uite.  but  nobody  dismisses  them 
either.  His  principal  successor  is 
Charles  W.  Shaeffer,  60,  since  1966 
chairman  aud  chief  executive  of 
T.  Howe  Price  Associates  Inc. 
"Howe  has  i)een  right  on  so  many 
occasions  when  he  has  been  con- 
trary to  his  colleagues,"  says  Har- 


Chairman  Shaeffer 


\aid  Birsiness  Scliool-educated 
Shaeffer,  "that  \ou  don't  take 
liis  predictions  lightl)'.  But  \oii  don't 
ha\  e  to  buy  them  either." 

Shaeffer  didn't  buy  the  idea  for 
New  Era  Fund  when  Price  pre- 
sented it  in  1966,  so  Price  started 
it  on  liis  own.  At  that  time  the 
needs  of  organization,  as  repre- 
sented b\  Shaeffer,  first  took  pre- 
cedence over  vision,  as  represented 
by  Piice.  Shaeffer  and  the  other 
key  men  had  put  up  the  money 
to  buy  Rowe  Price  out. 

They  bought  (juite  a  companv : 
in  investment  counseling,  where 
Price  today  manages  $2.2  billion; 
in  the  Growth  Stock  Fund,  Price's 
original  vision,  which  has  bm- 
geoned  to  over  $800-mil]ion  a.ssets 
from  $250  million  in  1966;  and  in 
New  Horizons  Fund,  vvliich  bought 
venture-capital,  pre-grow  th-t\  pe 
companies— another  (1960)  brain- 
child of  T.  Rowe  Price.  Todav 
Shaefler  acknowledges,  "It  would 
have  been  better  to  have  startt^d 
New  Era  when  he  wanted  to.  But 
if  we  have  lost  even  $1  billion  in 
funds  that  New  Era  might  have 
had,  we  have  gained  $1  billion  in 
accounts  under  supervision." 

So  Price  retires  with  the  know- 
ledge that  his  last  idea  was  as 
.sound  as  his  first.  After  his  col- 
leagues tinned  down  New  Era  in 
1966,  he  took  $10,000  and  started 
a  model  portfolio  employing  his 
new  concepts— chiefly,  that  natu- 
ral resources  would  grow  in  value 
as  inflation  destroyed  the  value  of 
earnings.  His  $10,000  performed 
so  well  the  organization  decided 
to  bring  New  Era  out  in  mid- 1969, 
into  the  teeth  of  a  recession. 

"The  timing  was  wrong,"  admits 
Price,  "an  inflation  fund  shouldn't 
do  well  in  a  recession  time."  But  it 
has  not  done  badly  at  that.  It  was 
off  2.5^  in  net-asset  value  la.st  year, 
the  same  as  the  New  York  Stock 
Exchange  index,  though  the  Dow- 
Jones  and  Standard  &  Poor  indices 
were  up.  But  since  its  public  of- 
fering it  has  declined  less  dian  any 
of  the  averages. 

But  the  question  remains  wheth- 
er New  Era  is  any  kind  of  vehicle 
to  hand  a  35-vear-old.  "I'm  not  as 
pessimistic  as  Mi.ster  Price,"  Pete 
Colhoun  says  with  the  deference 
he  alwavs  shows  the  name.  "I  say 
his  possibilities  are  correct,  but  mv 
idea  of  the  probabilities  difter.  The 
difference  between  Mister  Price 
and    me    is    that    in    his    sixties    a 
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GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 

William  Blair  &  Company 


For  GIS  prospectus 

mail  coupon  or  phone  (312)  346-4830 

Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LaSalle  St.,  Chicago,  IL  60603 
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COMMON  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  April  20,  1971,  de- 
clared a  regular  quarterly  dividend 
of  fifty  cents  (50c)  per  share  on 
the  Corporation's  Common  Stock. 
This  dividend  is  payable  May  28, 
1971,  to  stockholders  of  record 
April  30,  1971. 

LEROY  J.  SCHEUER.MAN 

Secretary  and  Treasurer 

Central  AND  South  West 
Corporation 

Wilmington,  Delaware 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Mcrt.berj  New  York  stock  Exchante  .  Inc. 

and  older  leadinj  Exclianges 

120  Broadway,  New  York,  N.  Y.  10005 


Try  ■■BRAINSTORMS"  Freel   ' 

The  Ncwsiciui  of  LOW- 
COST  I'romoiion!  Winninj; 
ideas  in  AdvcitisinR,  PR, 
Mailings,  Displays,  Collec- 
tions. Stimiil:iK-  your  sales! 
F.lectrify  your  ihinking!  For 
tieltiils  of  FREE  TRIAl. 
"  rile: 

IDEA  TREASURY 

Box    236.    Drpt      FB-2 
Haktingft     Hudson.     nV     107O6 
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man  begins  to  want  to  conserve 
what  he  has,  while  I'm  looking 
forward  from  here." 

Colhoun,  who  wa.s  Harvard 
Business  School-trained  after  tak- 
ing a  degree  in  civil  engineering 
from  Princeton,  is  just  as  sold  on 
investing  in  land  and  natural  re- 
sources as  is  his  mentor,  but  they 
differ  in  approach.  Says  Colhoun. 
"We  want  to  buy  companies  that 
have  accjuired  land  or  resources  in 
cheap  dollars.  Now  with  inflation, 
or  with  environmental  pressure  pre- 
venting the  opening  of  a  new  mine, 
what  there  is  will  become  all  the 
more  valuable. "  Says  Price:  "We're 
not  interested  in  real  estate  com- 
panies that  develop  properties  but 
in  companies  that  sell  them.  Com- 
panies that  develop  properties  bor- 
row a  lot  of  money.  If  you  have  a 
serious  depression,  the  debt  must 
still  be  paid,  .so  companies  holding 
illiquid  real  estate  will  go  busted." 

But  even  more  illustrative  is  the 
view  of  depression's  likelihood  held 
by  Charles  Shaeffer.  "I  believe  that 
the  1970s  will  be  one  of  the  worst 
decades  of  inflation  we'll  have, "  he 
sa\s.  "But  my  timing  and  Rowe's 
are  different,  and  this,  I  think,  is  a 
matter  of  age.  We'll  have  a  cooling- 
oft  period  of  inflation  and  then  an 
acceleration  of  it  in  this  decade,  as 
every  hamlet,  town  and  the  Fed- 
eral Government  tries  to  solve  the 
problems  of  the  ghetto  and  the 
environment.  But  I  see  the  long- 
term  trend  line  extending  back  to 
1939  and  see  that  we've  had  3% 
inflation  as  a  constant  since  then." 

So  Shaeffer  feels  the  greatest 
challenge  to  the  investment  man- 
agers at  T.  Howe  Price  in  this  dec- 
ade will  come  from  the  shortage  of 
good  stocks.  "There  is  $175  billion 
of  pension  fund  money  today,  and 
there  will  be  over  $300  billion  by 
1980,"  he  says.  "Over  half  of  that 
wants  to  buy  equities.  If  the  pub- 
lic, which  has  been  getting  out  of 
equities  since  1958,  should  come 
back  in,  good  growth  stocks  will  be 
bid  up  to  excessive  price/ earnings 
ratios  and  we  will  have  to  sell. Then 
the  problem  will  be  what  to  buy." 

But  in  their  several  wavs,  all  the 
men  at  T.  Rowe  Price  are  talking 
the  same  language:  inflation,  an 
exaggeration  of  prices  and  there- 
fore a  debasement  of  traditional  in- 
vestment \alues  and  drastically  al- 
tered environments.  For  investors, 
T.  Rowe  Price  once  said,  "The  onlv 
certainty  is  change."  And  that  holds 
for  investment  companies  too.   ■ 


Ifyou  have  $20,000 
in  the  stock  market, 

let  me  manage 
halfofitfbroneyear. 


¥ 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet,  "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 
7918  Ivanhoe  Avenue, 
(P.O.Box351)Dept.  2-52-f 
La  Jolla,  California  92037. 


QUARTERLY D/V/DENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
-CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 
The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22'/i<  per  share 
on  the  outstanding  Common  Stock, 
payable  on  June  1,  1971,  to  stock- 
holders of  record  on  May  10,  1971. 
The  transfer  books  will  not  close. 
April  22,  1971 

RAMSEY  E.  JOSLIN,  Vice  President 
and  Treasurer 


^ 


DIVISIONS  NATIONAL  OISIIILERS  PRODUCTSCO. 
US  INOUSTRIALCHEMICALSCO. 
BRIDGEPORT  BRASS  CO, 
ALMADEN  VINEYARDS,  INC, 
TEXTILE 


OTC  INVESTOR'S  KIT 

The  OTC  Kit  is  a  two  part  package  that  brings  at 
keeps  the  investor  up-to-date  on  the  reinvigorati 
OTC  market.  For  your  1970  Handbook  and  6  montl 
of  OTC  Securities  Review  send  your  check  for  $15 

Over-The-Counter  Securities  Review 

Dept.   F  Jenkintown,   Pa.   190' 


NEW  ROADS  TO 

OPPORTUNITY  &  WEALTH 

A  valuable   nevtf   50   page   booklet 
just  published.  Sent  tree,  no  obli- 
gation, write 
PROP  INTERNATIONAL,  John  R.  Sauer,  Presldf 
P.O.  Box  22458,  Denver,  Colorado  80222. 
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(Continued  from  page  35) 

■ndance  was  almost  29  million.  This  fig- 
re  far  exceeded  the  combined  attend- 
ice  of  the  t\vo  professional  football 
agues,  the  two  professional  basketball 
agues  and  the  hocke%'  league. 

— Tho.mas  H.  D.avvso.x 

Director  of  Radio  &  Television, 

Office  of  the  Commissioner  of  Baseball 

New  York,  N.Y. 

Sir:  .  .  .  You  made  .some  \ery  interest- 
ig  points.  A  ver\-  fine  job. 

—Joseph  P.  Ha.mper  Jk. 

Baltimore  Orioles 

Baltimore,  .\!d. 

JOse  Meaningless  Words 

SiH:  Add  "like"  to  \our  list  of  con- 
antb  used  meaningless  words  ( Fact  6- 
omnient,  Apr.   I  ). 

—Donald  F.  Chichesteh 
Gainesville,  Fla. 

Sir:  I  think  \ou  left  out  one  of  the 
lost  important  phrases.  "They  did"  or 
he\  said  it."  I  have  yet  to  find  out  who 
he\ "  is,  and  I  am  66  years  old. 

—Donald  A.  Duri.n 
North  Palm  Beach,  Fla. 

SiH:  My  campaign  to  eliminate  those 
■ele.ss  phrases  probably  has  been  even 
■is  successful  [than  vours].  Recently  a 
^finite  transition  has  been  noted,  bow- 
er. It  is  a  substitution,  occasionally  of 
n'  everv thing"  following  every  .sentence. 
—Wayne  I.  Spies 
Canton,  Ohio 

Spelling  lesson 

Sir:  Fortnightly,  I  have  the  pleasure 
reading  your  Fact  &  Comment  section. 
th  pleasure  and  anuiscment,  I  no- 
ed  the  ({notation  from  n)v  cousin,  John 
Calbreath  (Apr.  15,  p.  IH).  I  was, 
wever,  surprised  at  the  misspelling  of 
(our)  last  name.  John,  who  is  older 
wiser  and  probablv  nicer,  would  no 
ibt  never  comment  on  this  faux  pas.  I, 
ing  and  impetuous,  have  the  urge  to 
end  my  familv's  name.  For  unknown 
son.s,  most  people  have  failed  to  dis- 
'er  the  utter  siniplicitv  of  spelling  the 
mate  syllable  "breath." 

—David    E.  Calbheath 

Assistant  Cashier, 

First  National  Bank  of  Houston 

Houston,  Tex. 

the  Terminology 

J:    In    vour    issue    for    the    Ides    of 

'h,  on  p.  16  you  print,  "he  gives  off 

Good  Vibes  than  the  hottest  combo 

to  play   Fillmore   East."  That's  not 

it.    One    could    say    "the    heaviest 

ip"  or  refer  to  the  "most  outta-sight 

but    "hottest"    and    "combo"    are 

ly  out  of  it. 

—Robert  L.  Pearson 
San  Francisco,  Calif. 
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263rd  common  DIVIDEND 

A  regular  dividend  of  Fifty-five  Cents  (55(1:)  per  share 

has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  June  1, 

1 97 1 ,  to  stockholders  of  record  at  the  close  of  business 

May  1 0,  1 97 1 .  Checks  will  be  mailed. 

April  27.  1971  C.  A.  Mehos,  Vice  President  and  Treasurer 

OPtRATING  UNITS 

(ynt  •JVTrtiAie'nTi  UvviuetXh-Kxnn/ia'nM 
GALLAHER     LIMITED 


<l)amrs  llJ.JJlcamJilistillmaC^n. 


SI2>ioiyn.a£Ute. 
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This  .\.ni>hi;v\-  .Jiohgens  Company 


Mcister  Lock  Company 

(JvmeAaza/nAuaaA, 

Sum^ine  Biscuits,  mc. 


VISIBLE      RECORDS    INC. 


OUFFY-MOTT   COMPAHY.  INC. 

AMERICAN  BRANDS,  INC  .  245  PARK  AVENUE,  NEW  YORK,  NY    10017 


T.ROWE  PRICE 
GROWTH  STOCK 
FUHD,m. 


A  NO-LOAD  FUHD 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Empioyed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center,  Dept  A6 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


NO  LOAD 

with  Energy  Fund  means 

NO  SALES  CHARGE  and 

NO  REDEMPTION  CHARGE 

and  no  minimum  service  charge 

100%  of  your  money 
invested  in  stocks 
PROFESSIONALLY  SELECTED 
for  growth  possibilities  . . . 
providing  a  diversified 
energy  based  portfolio. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 

ENERGY  FUND  is  a  qualified 
Investment  under  Keogh  Act. 
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MODEL  CORPORATE  PROFIT 
SHARING  PLAN  AVAILABLE^ 

Distributor: 

CEDAR  ST.  CONSULTANTS,  INC. 

120  Broadway.  N.Y.  10005  Dept.  F 
(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 

NAME 

ADDRESS 

ZIP 
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LAND 

and 

SEAPORT  FACTS 

for  the  upper 

TEXAS-LOUISIANA 
GULF  COAST 


Comprehensive  coverage  of 
shipping,  agriculture,  labor,  pet- 
rochemicals and  timber  prod- 
ucts. Illustrated  brochures  and 
complete  maps.  Additional  de- 
tails available.  All  in-  FU — 
quiries  answered  in  v_^  ^^^ 
complete  confidence.  ^Nj 


GUI^F  STJkrES 
UriLITMES  connFAivir 


Send  me  the  free  brochures  checked 
below,  containing  factual  informa- 
tion on  Southwest  Louisiana  and 
East  Texas. 

n  Upper  Texas-Louisiana  Gulf  Coast 
Land-Labor-Resources 

D  Via  Port  of  Lake  Charles 

□  Via  Port  of  Baton  Rouge 

n  Via  Ports  of  Beaumont,  Port  Arthur 
and  Orange 

Name 


Title. 


Company. 
Address 


City 

State Zip  _ 


Mail  to:   Malcolm  Williams 

Director  of  Area  Development 
GULF  STATES  UTILITIES  COMPANY 
Department  F-1 
Lock  Drawer  2951 
Beaumont,  Texas  77704 
(713)  838-6631 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Our  grand  business  is  not  to  see 
what  lies  dimly  in  the  distance,  but 
to  do  wliat  lies  eleaih'  at  hand. 

—Thomas  Carlyle 


You  can  get  what  you  desire  and  in 
just  the  measure  of  that  desire. 

— ThOiMas  Dreieh 


Once  kick  the  world,  and  the  wor 
and  you  will  live  together  at  a  re 
sonably  good  understanding. 

—Jonathan  Swu 


W'e  were  not  put  here  on  earth  to 
play  around.  There  is  work  to  be 
done.  There  are  responsibilities  to  be 
met.  Humanity  needs  the  abilities  of 
e\er\'  man  and  woman. 

— Alden  Palmer 


Duty  i,s  that  mode  of  action  on  the 
part  of  the  individual  which  consti- 
tutes the  best  possible  application  of 
liis  capacity  to  the  general  benefit. 

—William  Godwin 


The  labor  and  sweat  of  our  bro\ 
is    so    far    from    being    a    curse,    th 


without  it  our  very  bread  would  n 
Jeremy  Tayl( 


be  so  great  a  blessing. 


Uoi)inson  had  a  ser\ant  eveu  better 
than  Friday;  His  name  was  Crusoe. 

— Friedrich  Nietzsche 


The  art  of  using  moderate  abilities 
to  advantage  often  brings  greater  re- 
sults than  actual  brilliance. 

—La  Rochefoucauld 


Take  the  tools  at  hand  and   carve 
)()ur  own  best  life. 

—  I^OUGLAS   LURTON 


No  man  doth  think  others  will  be 
better  to  him  than  he  is  to  them. 

— Benjamin  Whichcote 


A  luiman  being  feels  able  and  com- 
petent on]\  so  long  as  he  is  permit- 
ted to  contribute  as  much  as.  or  more, 
tlian  he  has  contributed  to  him. 

— L.  Hon  Huhbahd 


W'c  may  he  jiretty  certain  that  per- 
sons whom  all  the  world  treats  ill 
deserve  the  treatment  tlie\  get.  The 
world  is  a  looking  glass,  and  "ives 
back  to  e\'ery  man  the  reflection  of 
his  own  face. 

-\\'u.LL\M  M.  Thackkhav 


Business  and  life  are  like  a  bank 
account— you  can't  take  out  more 
than  \()U  put  in. 

—William    Fkathi.u 
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You  cannot  pcrmanenth/  take 
out  of  the  works,  or  out  of  the 
world,  more  than  i/ou  put  into 
it.  Men  have  tried  it  in  all 
ages,  hut  accounts  icere  squared 
eventualhj.  It  still  remains  true 
that  man  must  earn  his  daihj 
bread  by  the  sweat  of  his  brow. 
Drones,  it  is  well  to  remem- 
ber, do  not  live  lonz- 


You  can't  shut  out  the  world  with- 
out shutting  yourself  in. 

—Arnold  Glasow 


If  I  ha\'e  not  attained,  I  have  striv- 
en. —Owen  Meredith 


Look  to  a  gown   of  gold,  and  \<)u 
will  at  least  get  a  sleeve  of  it. 

—Walter  Scott 


Tile  worthless  usually  li\e  long. 

— Baltasah  Graci.\n 


A    man's    best   friends    are   his    te 
fingers.  —Robert    Collyi 


Money  entails  duties.  How  .shall  v 

get  the  money  and  forget  the  duties? 

—Edward  Carpenti 


Is   it  not  odd   that  the  only  gene 

ous    person    I    ever    knew,    who    h;i 

money   to   be   generous   with,    shou 

be  a  stockbroker?  I 

—Percy  Bysshe  Shelli 


Believe 
have   it. 


that 


vou 


have  it,  and  )' 
-Latin   Pro\e 


More  than  3,000  "Thoughts,"  in- 
dexed 1)1/  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  1001 1.  (Soles 
tax:  New  York  State,  from  3%  to 
6%;  Neic  York  City,  6%.) 


A  Text  .  .  . 


Sent  in  by  .Joel  D.  .John.  Chi- 
eauii.  111.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
ThoiiKht.*^  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


In  lho.se  days  there  was  lU)  king  in  Is- 
rael: every  man  did  that  wliicJi  teas 
right  in  Iiis  own  eyes. 

—Judges  21:25 
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JUNE  1, 1971  /  SEVENTY-FIVE  CENTS 


Forbes 


MAY  2  B  1971 


UBRAinr 


Who  Owns 
New  York  Now? 


911  9nd  awvONn^no 


Johnnie  Walker 
Black  Label  Scotch 

YEARS  .f  12%  OLD 


t  Will  make  your  father  proud  just  to  know  you  can  afford  it. 


ABOUT  $10  A  FIFTH.  PRICES  MAY  VARY  ACCORDING  TO  STATE  AND  LOCAL  TAXES.  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF.  BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMERSET  IMPOKIf 
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No  wonder  we're  broke! 


BURLINGAME 

MAY  2  8  1971 

LIBRARy 


Here  is  the  tragic  list  of  138  billion  dollars  (one  hundred  and  thirty-eight  billion\)  this  country  has 
been  giving  or  "loaning"  to  foreign  countries,  1946  through  1969  (even  higher  today).  We  have 
borrowed  billions  so  we  could  give  them  away  —  the  interest  alone  on  our  debt  is  now  in  the 
billions  of  dollars  every  year!  And  we  are  still  borrowing  more  to  give  more  away. 

Yet  every  few  days  we  hear  that  another  one  of  these  nations  has  insulted  Americans,  stolen 
even  more  of  our  property,  driven  us  out  of  its  country  which  we  saved  and  rebuilt. 

What  —  what  —  have  all  these  American  billions  accomplished.' 


Afghanistan $    407.000,000 

Ceylon 165,600.000 

Cyprus 22.200,000 

Greece 3.886,500,000 

India 8,246.700,000 

Iran 2,336,000,000 

Iraq 102,000,000 

Israel 1,226,100,000 

Jordan 643,000,000 

Kuwait 50,000,000 

Lebanon 93.000,000 

Nepal 137.500,000 

Pakistan 3.721,600,000 

Saudi  Arabia      ....  93.200.000 

Syrian  Arab  Republic    .  60.500.000 

Turkey 5.600.400.000 

United  Arab  Republic 

(Egypt) 912.200.000 

Yemen 42.600.000 

Central  Treaty 

Organization  ....  54.100.000 
Near  East  and  South 

Asia  Regional      .     .     .  1.510.600.000 

Argentina 888.000.000 

Bahamas 35.100.000 

Barbados 100,000 

Bolivia 548,100,000 

Brazil 3,779,300.000 

British  Honduras  .     .     .  5.300,000 

Chile 1,704,300,000 

Colombia 1.205.500.000 

Costa  Rica 191.500.000 

Cuba 52.100.000 

Dominican  Republic  463.900.000 

Ecuador 311.200,000 

El  Salvador 135.200.000 

Guatemala 331.000.000 

Guyana 61,000.000 

Haiti 118,700,000 

Honduras 119,000,000 

Jamaica 74.800,000 

Mexico 1,168,200,000 

Nicaragua 176,000,000 

Panama 246,300,000 

Paraguay 135.700,000 

Peru 759,400,000 

Surinam 10,500,000 

Trinidad  and  Tobago     .  62,900,000 

Uruguay 162,200,000 

Venezuela 490,600,000 

other  West  Indies  .  .  8,000,000 
Central  America 

Regional 144,200,000 

Latin  America 

Regional 1,891,300,000 


Vietnam 5,895,400,000 

Burma 100,500,000 

Cambodia 341,300,000 

China  (Republic  of)  .     .  5.141,800,000 

Hong  Kong 43,700,000 

Indochina, 

Undistributed     .     .     .  1,535,200,000 

Indonesia 1,128,300,000 

Korea 7,829,000,000 

Laos 641,100,000 

Malaysia 90,200,000 

Philippines 2,078,800,000 

Ryukyu  Islands      .     .     .  387,400,000 

Singapore 40,000,000 

Thailand 1,192,400,000 

Western  Samoa      .     .     .  1,500,000 

East  Asia  Regional     .     .  767,100,000 

Algeria 185,300,000 

Botswana 16,500,000 

Burundi 6,800,000 

Cameroon 32,900,000 

Central  African 

Republic 5,000,000 

Chad 8,700,000 

Congo  (Brazzaville)  .     .  2.100.000 

Congo  (Kinshasa)       .     .  430.700.000 

Dahomey 12.200.000 

Ethiopia 375,700.000 

Gabon 7,500,000 

Gambia 2,200,000 

Ghana 267,300,000 

Guinea 107,800,000 

Ivory  Coast 73,400,000 

Kenya 66,200,000 

Lesotho 4,800,000 

Liberia 272,100,000 

Libya 229,700,000 

Malagasy  Republic    .    .  13,200,000 

Malawi 25,000,000 

Mali,  Republic  of  .     .     .  25,300,000 

Mauritania 3,300.000 

Mauritius 1.500,000 

Morocco 758,900,000 

Niger 16,600,000 

Nigeria 289,100,000 

Rwanda 6,900,000 

Senegal 38,100,000 

Sierra  Leone      ....  43,100,000 

Somali  Republic     .     .     .  76,800,000 

Southern  Rhodesia    .     .  7,000,000 

Sudan 104,800,000 

Swaziland 700,000 

Tanzania 65,000,000 

Togo 15,100,000 


Tunisia 627,100,000 

Uganda 36,000,000 

Upper  Volta 12,700,000 

Zambia 40,800,000 

Central  and  West 

Africa  Regional  .     .     .  8,000,000 

East  Africa  Regional      .  26,400,000 

Africa  Regional     .     .     .  165,300,000 

Malta 8,200,000 

Spain 2,228,100,000 

Yugoslavia 2,890,700,000 

Oceania-Trust  Territory 

of  the  Pacific  Islands  230,800,000 

British  Oceania      .     .     .  1,500,000 

Non-Regional    ....  6,610,400,000 

Albania 20,400.000 

Austria 1,166,600,000 

Belgium-Luxembourg  .  2,005,200,000 

Czechoslovakia      .     .     .  193,000,000 

Denmark 919,600,000 

East  Germany    ....  80>n.000 

Finland 151,500.000 

France 9,415,900,000 

Germany 

(Federal  Republic)     .  5,020,300,000 

Berlin 131,900,000 

Hungary 31,500,000 

Iceland       89,300,000 

Ireland 193,000,000 

Italy 6,043,000,000 

Netherlands 2,470,300,000 

Norway 1,253,300,000 

Poland 577,300,000 

Portugal 534,400,000 

Sweden 188,100,000 

United  Kingdom    .     .     .  9.697.500.000 

U.S.S.R 186,400,000 

Europe  Regional    .     .     .  2.763,900,000 

Japan 4,137,900,000 

'Republic  of 

South  Africa  ....  150,600.000 

Canada 51.600.000 

Oceania-Australia     .     .  825.900,000 

Oceania-New  Zealand   .  88,100,000 

Non-Regional     ....  1,434,000,000 

Grand  Total  ....    $138,028,500,000 

Source:  Agency  for  International 
Development,  V.  S.  State  Department 

'Repaid  in  full  with  interest.  Some  other 
countries  have  paid  some  interest  and 
principal  (I8V2  billion)  on  some  of  their 
horroti/ings  from  the  United  States. 


"Charity  begins  at  home",  and  that  always  seems  to 
mean  America.  Maybe  it  should  have  stayed  here. 


New  Warner  &  Swasey  Servo- 
Strander,  a  product  of  the  Textile 
Machinery  Division,  for  the  twist- 
ing of  fine  steel  wire  used  in 
producing  steel  tire  cord. 


THE  WARNER  <  SWASEY  COMPART 

Corporate  Offices 
11000  Cedar  Avenua 
Cleveland,  Ohio  44106 


RODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Which  one  is  the 
most  important  in  your  search? 


You  could  have  Markets  in  mind,  Trans- 
portation, Labor,  or  all  six  factors  which 
companies  seeking  a  plant  or  office  loca- 
tion rank  high  in  importance.  That's  why 
we're  inviting  you  to  ask  for  one  or  all  six 
of  the  fact-filled  brochures  shown  above. 
Each  deals  with  a  single  factor,  gives  you 
a  quick,  candid  picture  of  the  advantages 


many  companies  are  finding  in  the  stra- 
tegic, 3-state  CG&E  Area.  If,  after  this 
closer  look,  you  decide  you  want  more 
facts,  special  studies,  maps  and  (we  hope) 
a  conducted  tour,  just  ask.  Write  or  call 
James  A.  Wuenker  (513-632-2595),  Area 
Development  Division,  Cincinnati  Gas  & 
Electric  Company,  Cincinnati,  Ohio  45202. 


THE  CINCINNATI  GAS  &  ELECTRIC  COMPANY 
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ittention  inventors: 
If  you're  still  trying  to  make  a 
truly  practical  non- woven  fabric, 
forget  it. 

Monsanto  beat  you  to  it. 
We've  invented  CerexJ  the  world's 
first  100%  nylon  non-woven. 

Cerex  is  strong.  Much 
stronger  than  the  same 
weight  of  woven  cotton. 

Cerex  is  many  fabrics. 
The  heaviest  is  like  parch- 
ment and  the  lightest  weighs 
only  three-tenths  of  an  ounce 
per  square  yard. 

Cerex  is  porous. 
It  makes  great  filters. 
And  it  could  change  a  lot  of  ideas  about 
disposable  diapers,  surgical  gowns, 
bag  packaging  and  a  few  dozen  et  ceteras. 
Why,  some  of  the  best  sailmakers 
are  already  experimenting  with  it.  Cerex. 
It  might  make  a  nice  name  for  the  next 
America's  Cup  Winner. 

Meanwhile,  we  think  it's  a  winner 

itself,  from  Monsanto:  the  sciciice  Company, 


•Cerex  is  a  registered  trademark  of  Monsant 
FOR  MORE  INFORMATION  ABOUT  MONSANTOS  CEREX  PRODUCTS,  WRITE  BOX  327E04.    MONSANTO  COMPANY,  800  N.  LINDBERGH  BLVD..  ST.  LOUIS.  MISSOUR 
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Side  Lines 


(OUNDED   1917   BY  B.  C.  FORBES   (1880-1954) 


Food  for  Decision-Making 

At  a  rece.vt  editorial  meeting,  a  writer  remarked  on  the  almost  incred- 
ible change  in  the  financial  environment  over  just  a  single  vear.  A 
year  ago  the  Dow  stood  well  below  700  and  Wall  Street  was  virtually 
bombed  out;  today  the  Dow  is  way  over  900  and  the  brokerage  house's 
are  hiring  again. 

"What  were  we  saying  a  year  ago?"  the  writer  asked. 

What  were  we  sa\'ing?  Well,  take  our  June  1,  1970  cover  story.  It 
was  about  the  airlines  industry.  We  pointed  out  this  anomaly:  The 
airlines  were  in  such  stock  market  disrepute  that  one  medium-sized 
glamour  company,  Avon  Products,  had  a  market  value  50%  greater 
than  that  of  all  the  airlines  put  together.  We  commented:  "Harking 
back  to  what  happened  in 
the    late    Fifties,    history,  ^,^ 

in  the  form  of  a  strong 
comeback  [for  the  air- 
lines], has  an  excellent 
chance  of  repeating  itself 
here."  Since  then  many 
airline  stocks  have  near- 
ly doubled. 

We  were  rather  pleased, 
too,  to  reread  "The  Mon- 
e\'    Men"    column    in    that 
issue.  In  it,  the  late  Har- 
old Dorsey,  highlv  regarded  chairman  of  Argus  Research  Corp.,  made 
a    remarkable   prediction:    "Right   now   we're   coming   out   of   it    [the 
bear  market]  and  by  July  or  August  we'll  be  coming  up  the  lip,  and 
things  will  really  start  to  look  better  by  September." 

Malcolm  Forbes  said  the  stock  market  could  recover  "if  any  when 
we  are  out  of  Indochina."  Well,  the  market  seems  to  think  we're 
getting  out.  Our  columnists?  They  were  still  a  bit  shellshocked  in 
June  1970,  but  John  Schuiz  wrote  that  the  Federal  Reserve's  recent 
actions  were  "an  implied  invitation  to  buy  stocks  for  the  longer  pull." 

Did  we,  then,  "call  the  turn"?  Nope.  That's  not  our  job.  We  treat 
our  readers  as  the  intelligent  business  people  that  they  are.  We  don't 
pretend  we  can  predict  the  future.  Our  job  is  to  present  a  wide 
range  of  intelligent  viewpoints— often  contrary  to  the  prevailing  wis- 
dom. We  didn't  imply  buy  the  airlines.  We  said;  In  the  midst  of  all 
this  gloom,  here  are  somethings  you  ought  to  be  thinking  about.  We 
didn't  sav:  Harold  Dorsey  is  right,  buy  stocks.  We  said:  Here  is  a 
very  shrewd  man;  listen  carefully  to  what  he  says.  In  fact,  the  same 
issue  had  a  lot  of  material  leaning  in  the  other  direction;  Economist 
Pierre  Rinfret  said,  "This  country  is  out  of  control." 

Let's  jump  forward  a  year  and  look  at  our  current  issue.  Our  cover 
story  (p.  24)  asks  the  question:  Who  Owns  New  York  Citv?  Staff 
Writer  Frank  Lalli  and  Reporter  Judy  Koblentz  set  out  to  answer  it. 
It  wasn't  an  easy  job,  but  they  finally  found  a  valuable  ally:  Jack 
Hill,  who,  with  his  computer,  compiles  New  York  City  realty  owner- 
ship in  his  annual  Real  Estate  Directory  of  Manhattan.  Readers  will 
find  the  piece  rather  bearish  on  urban  real  estate.  But  we're  not  say- 
ing; Don't  go  into  real  estate.  What  we're  saying  is;  If  you  do  go  in, 
here  are  some  things  you  ought  to  know  about. 

Sorry.  We  can't  make  your  decisions  for  you.  You'll  have  to  make 
your  own.  We  hope,  though,  that  we  can  supplv  facts  and  view- 
points to  help  you  make  your  decisions  better  decisions.  ■ 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon   Street,    President 
Chattanooga,  Tennessee  37402 


OIL  AND   GAS   DIVISION 

Minerals  ownership, 
exploration   and  development. 

WHELAND   FOUNDRY   DIVISION 

One  of  the  nation's   largest  and   most 
modern  production  facilities. 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining 
and  dining.  Luxurious  guest  rooms.  Exec- 
utive Club  Apartments.  Meeting  facilities. 
Scottish  baronial  atmosphere.  Open  year 
round.  Near  airports  and  arterial  express- 
ways.Write  for  brochure  L  Ralph  McEn- 
tyre,  General  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes, 
Florida  33014  or  coll  Miami 
/        (305)821-1150. 
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<^J^  O  Country  Club 


MULTI 

MILLIONAIRE 

providing  exceptional  business  op- 
portunities of  incalculable  propor-l 
tlons  for  ttiose  with   business   aptitudes.  Vital 
booklet,  NEW  ROADS  TO  OPPORTUNITY  AND 
WEALTH  mailed  on  request. 
FO.Ra  INTERNATIONAL,  John  R.  Sauer,  PreildenI 
P.O.  Box  22458,  Denver,  Colorado  80222. 
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Trends 

&  Tangents 


WASHINGTON 


Priorities 

The  annual  report  of  the  U.S. 
Arms  Control  &  Di.sarmament 
Agency  for  1970  ha.s  cau.sed  .some- 
thing of  a  flap  in  the  Department 
of  Defense,  because  the  report  in- 
cluded figures  comparing  U.S.  mili- 
tary spending  ($80.5  billion)  with 
government  spending  on  education 
and  health  ($67.7  billion  total). 
This  is  unfair,  DOD  spokesmen 
contend,  because  the  figures  do  not 
take  into  account  (except  in  a  foot- 
note) the  huge  sums  spent  by  the 
private  sector  in  the  U.S.  on  health 
and  education.  In  many  other 
countries,  notably  the  nations  of 
the  Soviet  bloc,  the  official  figures 
would  be  a  much  more  accurate 
indication  of  relative  expenditures 
for  military  as  opposed  to  other 
purposes. 


BUSINESS 


No   Rent   Control   Here 

The  recession  hasn't  affected 
business  at  Honolulu  airport's 
duty-free  shop.  According  to  Gov- 
ernor John  A.  Binns,  the  lease  on 
the  shop  four  years  ago  called 
for  $200,000  a  year  in  rent.  But 
when  the  lease  came  up  for  re- 
newal this  year,  the  winning  bid 
was  $6.9  million  annually  on  a  ten- 
year  lea.se.  This,  despite  the  fact 
that  only  those  travelers  bound  for 
other  countries— Australia,  Japan, 
Vietnam,  etc.— may  make  purchases 
ill  the  shop. 

Shine    Your   Own 

Service  stations  are  getting  a 
declining  share  of  the  automotive 
chemical  market,  suggesting  that 
more  drivers  are  taking  care  of  car 
maintenance  chores  themselves. 
Over  the  past  five  years  the  gas 
stations  have  lost  8%  of  their  mar- 
ket share  to  discount  and  auto  sup- 
ply stores.  Almost  45%  of  the  $440- 
million  market  is  in  radiator  chemi- 
cals, mainly  antifreeze.  Mainte- 
nance products,  such  as  oil  addi- 
tives and  brake  fluid,  account  for 
another  26'/.  But  the  fastest-grow- 
ing product  makes  the  car  look  bet- 
ter rather  than  drive  better— special 
cleaners  for  fancy  vinyl  roofs. 


Here   They   Come   Again 

Any  thought  that  Japan's  eco- 
nomic growth  is  based  mainly  on 
technology  imported  from  the  U.S. 
was  challenged  recently  by  Hi- 
tachi, Ltd.'s  license  in  the  U.S.  of 
513  of  the  20,000  or  so  patents 
the  company  holds.  Among  the 
first  major  Japanese  companies  to 
export  its  technological  know-how 
to  the  U.S.,  Hitachi  is  offering  pat- 
ents in  electronics,  machinery,  elec- 
trical appliances  and  computers, 
covering  such  diverse  items  as 
moving  sidewalks,  vacuum  clean- 
ers and  brushless  motors. 

Tourist  Takeover 

Domestic  air  travel,  which  was 
always  dominated  by  the  business- 
man, is  slowly  but  definitely  being 
taken  over  by  the  tourist.  As  re- 
cently as  five  years  ago  60%  of  pas- 
senger revenues  on  the  major  do- 
mestic airlines  came  from  the  busi- 
ness traveler.  His  share  has 
gradually  fallen  to  about  50%,  and 
indications  are  that  within  two 
years  only  40%  of  air  travel  will  be 
on  business  trips.  Because  of  the 
reduction  in  expense-account  fly- 
ing, coach  is  clearly  the  fastest- 
growing  segment  of  the  market; 
and  big  airlines  like  American  and 
(Continued  on  page  82) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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This  auto  club  gets  into  some  very 
interesting  vehicles. 


For  one  low  annual  membership  fee  the  National 
Automobile  Club  of  California  provides  its  members 
with  more  than  a  score  of  helpful  motoring  services 
and  travel  benefits. 

Only  problem  is  that  the  cost  of  providing 
the  many  club  services  is  sometimes  more  than 
the  total  fees. 

To  make  up  the  difference,  the  National 
Automobile  Club  frequently  turns  its. cash  over  to 
Bank  of  America  Investment  Securities  Division. 

They  know  we  can  help  them  better  serve 
their  members  by  wisely  investing  the  Club's  surplus 
cash  in  a  variety  of  short  and  medium  term  vehicles. 


The  National  Automobile  Club  realizes 
that  the  bank  that  averages  $1.5  billion  in  transac- 
tions every  day  has  an  enormous  variety  of 
investments  available  on  hand  at  all  times.  And  that 
every  transaction  — large  or  small  — is  handled 
with  care.  Plus  electronic  speed. 

If  you  would  like  your  corporate  cash 
surpluses  to  be  put  to  work  efficiently  and  profit- 
ably, call  the  people  who  help  keep  National 
Automobile  Club  on  the  road  to  better  _.  ,^,^ 

service  through  r^-.,,/  *  »  jr-n»i^  »  ■•#-1 
better  money  BANKof  AM  ERICA  ITI 
management.        BANK  INVESTMENT  SECURITIES  DIVISION 

San  Francisco  (41 5)  622-5680- Los  Angeles  (21 3)  683-421 5 
Nfw  York  Corrfspondent 


Amf  ac  is  acres  of  the  best 

land  on  earth... 


In  a  rapidly  shrinking  world,  land  is 
a  precious  resource.  Counting  fee 
ownership,  leases  and  options, 
Amfac  has  more  than  200,000 
acres  of  it. 

Last  year,  our  Property  Group 
alone  generated  more  than  S18 
million  in  revenues.  Overall.  Amfac 
increased  revenues  34  percent . .  . 
to  $407,985,000.  net  earnings  25 
percent ...  to  over  S14  million.  All 
in  a  tough  year. 

The  source  of  this  financial  strength 
is  land,  a  constantly  appreciating 
asset  that's  always  there.  We  raise 


sugar,  cattle,  potatoes  and  other 
crops  on  it  profitably.  From  time  to 
time,  we  develop  portions  of  it  the 
right  way  .  . .  low-cost  housing  and 
resorts.  Industrial  parks  and  shop- 
ping malls.  Mobile-home  communi- 
ties and  condominiums. 

The  land's  been  good  to  us  and 
we're  good  to  the  land.  For  many 
years  we've  applied  our  own  re- 
search and  that  of  others  to  a  wide 
range  of  projects  that  have  im- 
proved the  land,  air  and  water 
around  us. 

The  same  kind  of  concern  for  peo- 


ple and  products  has  helped  us  ex- 
pand from  Hawaii  to  the  continental 
U.S..  and  our  diverse  activities  now 
range  over  17  states.  Fred  Harvey 
restaurants  and  hotels.  Joseph 
Magnin  stores.  Thrift  accounts  and 
electrical  supplies.  All  contributing: 
to  growth  and  profits. 

Growing  up  on  an  island,  wei 
learned  the  importance  of  goodi 
management,  as  our  record  seems 
to  prove. 

For  a  copy  of  our  latest  report, 
write  to  Amfac.  Inc..  Dept.  C,  P.O. 
Box  3230,  Honolulu.  Hawaii  96801. 


and  many  other  happy  things 


OTmrac 

A  family  of  enterprises  enhancing  people  and  places. 


READERS  SAY 


Northwest's  Boosters 

Sir:  I  think  it  is  a  good  thing  for 
Northwest  stockholders  that  Mr.  Nvrop 
is  running  the  airline  rather  than  Forbes' 
editors  I  May  1 ). 

— Renick  H.  Buckles 
San  Francisco,  Calif. 

Sib:  What  is  the  evidence  for  the  line 
about  '"competing  airlines  whose  ser\'ice 
is  almost  always  more  impressive"'?  I  do 
my  share  of  riding  Northwest's  competi- 
tors and  I  have  yet  to  experience  on 
these  airlines  those  two  invariahles  of 
Northwest— a  drink  on  the  ramp  accom- 
panied by  a  steaming  hot  towel. 

—  D.WID    P.    MORG.^N- 

Editor, 
Trains  Magazine 
Milwaukee,  Wis. 

Sir:  Perhaps  yo\i  think  Northwest 
should  operate  like  the  other  major  car- 
riers—fluorescent airplanes,  contest  gim- 
micks and  pins  for  the  kiddies?  All  of  a 
sudden  Northwest  should  hang  their 
heads  l>ecause  they're  cost  conscious  and 
don't  survive  on  government  subsidv? 

-Mrs.  V.  H.  B'ritt 
Minneapolis,  Minn. 

Building  a  Reputation 

Sir:  May  I  clarify  a  seeming  ambig- 
uity in  your  mention  in  vour  Mav  1  is- 
sue of  Evans  Products  Co.  as  a  plywood 
and  railroad  e(|uipnu'nt  maker.  Evans  is 
today  the  nation's  largest  supplier  to  the 
mobile  home  industrx,  the  largest  pro- 
ducer of  interior  paneling,  a  top  pro- 
ducer of  factor\-built  homes,  and,  in 
fact,  a  leader  in  almost  everv  phase  of 
building  materials  for  residential  con- 
struction. Evans  is  still  proud  of  its  rail- 
way and  automotive  ecpiipment  lines  and 
its  fifth-largest  leased  railcar  fleet,  but  has 
made  truly  great  strides  toward  becoming 
the  building  products  company. 

—  MoNFORD  A.  Ori.okf 

Chairman, 

Evans  Products  Co. 

Portland,  Ore. 

Jdi>an,  Pro  and  Con 

Sir:  I  am  continually  dumbfounded 
as  to  why  our  various  government  ad- 
ministrations continue  to  allow  a  "one- 
way street"  in  Japanese  trade  relations. 
Yet,  your  article  of  May  1  is  one  of  the 
very  few  I  have  seen  that  attacks  this 
huge  problem  straight  on.  My  own  inter- 
national business  experience  would  sug- 
gest that  the  Japanese  government  and 
its  businessmen  are  absolutely  delighted 
with  the  current  sihiation.  "Their  pleas 
for  patience  may  have  been  sincere  in 
the  Fifties,  but  they  now  sound  dubious 
at  best. 

—John  T.  Thomas 

Director, 

The  Danbury  Mint 

Westport,   Conn. 

(Continued  on  page  83) 
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Try  a  little 
tenderness, 


The 
Bombay 
Martini 

Made  with  Bombay  Gin, 
Imported  from  England. 


M|^ 
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A  convention 
should  be  more 
than  a 
chicken  dinner. 

Try  a 

history  lesson 
in  Mexico  City. 

Today,  more  than  ever  before,  it's 
important  that  conventions  make  their 
mark  on  corporate  earnings.  That's 
why  Mexico  City  makes  such  good 
sense. 

Luxurious  hotels,  incredible  food, 
days  and  nights  of  fun  and  frolic  And, 
a  history  lesson,  too.  Most  of  all,  it's  a 
place  where  delegates  can  maintain  a 
mood  of  receptivity  to  your  corporate 
message  from  dawn  to  dusk. 

Wnte  for  our  convention  planning 
guide. 

The  ultimate  convention. 

Mexican  National  Tourist  Council, 
Department  of  Tourism,  Ivlexico 
House,  677  Fifth  Avenue,  New  York, 
N.Y.  10022 

Mexico  City  Convention  Bureau, 
Balderas  144,  Mexico  1,  D  F. 
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Now  you  can  have  j 

without  haviiij 


People  buy  a  business  jet  for  one  simple  reason. 

It  makes  them  more  productive  and  more 
competitive.  By  enabling  them  to  go  where  they  want 
to  go.  when  they  want  to  go. 

Something  you  can't  do  flying  commercially. 

The  problem  with  owning  a  business  jet,  however, 
is  that  it  costs  you  money  when  you're  not  using  it. 
Not  to  mention  the  capital  you  have  to  tie  up  buying  it. 
And  unless  you're  going  to  use  that  jet  full  time  you're 
not  going  to  get  your  monevs  worth. 

At  Pan  Anix  we  recognize  that  a  lot  of  corporations 
don't  have  the  need  to  use  a  jet  that  often.  And  so. 


in  addition  to  our  business  jet  sales  division,  we  h^ 
business  jet  rental  division. 

We've  inaugurated  a  "total  services"  lease  p! 
which  enables  you  to  have  a  business  jet  whencvc 
need  one.  ( Each  lease  subject  to  CAB  approval.) 

If  you  need  it  600  or  more  hours  per  year  y( , 
take  advantage  of  our  "exclusive  use  "  plan.  ^ 

If  your  need  is  between  200  and  600  hours 
"shared  time"  arrangement  makes  the  most  sense 

Under  200  hours  a  year,  our  individual  trip 
service  will  take  you  where  you  want  to  go,  when 
want  to  go. 


01 


private  business  ^ct 


o  own  one. 


And  brin^  you  hack  vvIuti  you  u  ant  to  come  back. 
Now  about  the  plane  vouVe^oin^  to  rent. 
It's  a  Fan  Jet  Falcon. 20.  It  flies  at  550  miles 
ur.  ( The  same  speed  as  commercial  airliners.)  Its 
ed  to  ^ive  you  more  comfort  than  you'd  get  in  a 
ercial  airliner  and  since  we  know  you  don't  want  to 
time  while  you  travel,  it's  equipped  with  just  about 
rung  you  need  to  conduct  your  business  in  the  air. 
Telephones,  writing  tables,  dictation  equipment, 
course,  you  have  privacy. 

The  Falcon  is  piloted  by  Pan  Am  pilots,  serviced  by 
"n  maintenance  and  backed  bv  Pan  Am. 


It  is  also  the  first  private  jet  to  be  operated  under 
Part  121.  Federal  Aviation  Regulations,  which  governs 
commercial  airlines. 

So  when  you  rent  a  Pan  Am  Falcon,  you  're  not  just 
renting  an  air  taxi  service,  you're  renting  an  airline. 

If  you'd  like  more  information,  call  (201)  288-5300 
or  write  for  our  brochure:  "How  to  strengthen  your 
competitive  position  without  weakening  your  capital  position.' 

Pan  Am  Business  lets 

Pan  Am  Building,  Teterboro  Airport,  N.J.  07608  •^ 
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CNA  UPTIME  STOPY  No.  16 


NO  MATTEH  WHAT 

HAPPENS  IN  BUSINESS  TODA^. 

W\VIS  STILL  WONT  LIVE 

IN  PUMPKIN  SHELLS 

ilways  wants  a  bigger  place  to  live.  Or  a  nicer  one. 
CNA  Financial  knows  that  whatever  a  woman's  house  is 
now,  she'll  always  need  something  a  bit  better, 
nd  every  day  there  are  more  wives. 
Wanting  more  new  houses. 

So  we  encourage  our  Larwin  Group  to 
continue  building  more  homes  than  ever  before. 

And  housing  is  just  one  of  the  essential 
businesses  we're  in. 
At  CNA  Financial,  we  don't  wait  for  better  times 
We  build  them. 

CA/A  FINRNCIRL  CORPORRTION^ 


CNA  CENTER,  CHICAGO.  ILL.  I 


CNA/INSURANCt     CONIINLNIAL  ASSURANcL 


t<»Ln,n.tS    CNA  REALTY     I SAI  MANAGEMENT  4  RESEARCH     GENERAL  FINANCE     KANE  FINANCIAL     LARWIN  GROUP    CNA  NUCLEAR  I    IN( 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


STOCK  SPILLOVER 


With  the  almost  total  recovery  of  stock  prices  from  the 
most  extended  and  sliarpest  drop  in  decades,  the  rich  are 
feeling  richer. 

This  augurs  well  for  a  rekindling  of  consumer  spending. 

Vou  see,  when  tlie  rich  feel  poor,  they  really  do  stop 
spending  in  a  far  greater  proportion  than  those  who  have 
to  spend  all  their  income  for  the  essentials  whether  times 
are  good  or  bad.  But  the  Upper-Bracketier  makes  his  cars 
do  another  vear  or  two;  doesn't  replace  the  lawnmower 
with  a  new  one  when  the  old  one  needs  sharpening;  he 
probably  drives  south  in  the  winter  instead  of  flying  first 


class;  postpones  repainting  the  house,  and  doesn't  reseed 
the  lawn. 

In  itself  this  spending  has  some  impact  in  the  market- 
place. 

Now  I  realize  the  "Trickle-Down"  theory  of  prosperity 
suffers  from  social,  psychological  and  political  B.O.  De- 
spite its  bad  odor,  though,  it's  a  fact.  As  the  First  Na- 
tional City  Bank's  savvy  Monthly  Economic  Letter  points 
out,  "The  mass  of  consumers  follow  the  behavior  of  up- 
per-income consumers  with  a  relatively  short  lag." 

So  things  should  be  better  and  better— bit  by  bit. 


JUST  GRAB  THE  NETTLE 


There  are  five  major  accounting  firms  which  could,  if 
they  sat  down  together,  in  a  couple  of  hours  and  with  a 
handshake,  give  fair  and  meaningful  meaning  to  the  phrase, 
"according  to  generally  accepted  accounting  procedures." 
If  these  five  outfits  announced  agreement  on  what  they'd 
certify  and  what  they  wouldn't  certify  without  full  and 
I  clear  explanation,  thev  could  restore  status  to  the  profes- 
sion and  meaning  to  CPA  certification. 

If  they  don't,  the  Feds  are  soon  going  tq  do  it,  because 
I  the  Government,   in   the   form   of   the   Internal   Revenue 
Service,  has  even  more  at  stake  in  taking  the  flexibility  out 
j<rf  present  flexible  bookkeeping  than  do  stockholders. 
If  The   Five   would  agree  on  the  yeas   and  nays   and 
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announce  publicly  the  standards  theij  have  agreed  on,  none 
of  their  major  clients  would  dare  flee  the  coop  for  a  less 
rigid  firm.  And  those  with  nothing  to  juggle  or  conceal  and 
with  no  desire  to  mislead  would  flock  to  firms  with  the 
new  standard,  figuring  that  analysts,  investors  and  the 
Government  would  regard  as  unsuspect— or  at  least  less  so 
—corporate  reports  certified  by  The  Five  and  those  pledged 
to  the  same  practices. 

The  accounting  profession  is  faced  with  no  Gordian 
Knot.  The  noose  their  present  flexibilit)'  is  placing  around 
their  neck  is  easily  slipped. 

And  it  better  be. 

Unless  the\'  want  Uncle  to  do  it  for  them. 
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ANOTHER  GOOD 

Another  sensible  step  is  being  proposed  to  cut  the 
criminally  unjust  delay  in  court  cases  involving  jury  trial. 

In  New  Jersey,  Governor  William  Cahill  has  before  the 
legislature  a  constitutional  amendment  reducing  the  re- 
quired number  of  jurors  from  12  to  six  and  he  has  sug- 
gested considering  the  elimination  of  a  jury  in  civil  cases. 

The  Judicial  Conference  of  the  United  States  has  gone 
on  record  in  favor  of  reducing  juries  to  six  members.  In 

LET  INCO  SET 

Henry  Wingate,  who  some  vears  ago  succeeded  that 
wonderful  gentleman  Bob  Stanley  as  boss  of  International 
Nickel,  is  a  tough,  taciturn,  all-business  sort. 

At  Inco's  dour  annual  meeting  (earnings  down  and  near- 
term  outlook  dim),  Mr.  Wingate  made  a  splendid  sug- 
gestion for  a  new  U.S.  policy  concerning  the  guaranteeing 
of  investments  by  American  companies  in  Latin  America. 
Solo  U.S.  Government  guarantees,  said  he,  could  "operate 
like  a  boomerang  in  Latin  America,"  because  these  coun- 
tries are  sensitive  to  and  angered  by  "too  much  Yankee 
influence.  The  ideal  situation  would  be  to  have  invest- 
ments coming  from  a  variety  of  countries,"  thus  "by  com- 
mon world  opinion"  neutralizing  the  danger  of  national- 


FORWARD  STEP 

New  York  City  six-man  juries  now  operate  in  some  crim- 
inal cases,  and  by  mutual  consent  are  allowed  in  civil 
cases  throughaut  New  York  City.  The  Supreme  Court  has 
ruled  a  reduced  number  is  constitutional. 

It  makes  sense.  Sensible  citizens  concerned  with  Justice— 
and  the  mock  made  of  it  from  endless  delay  of  trials- 
should  let  their  public  sfRcials  know  they  favor  the  change. 

Write  'em. 

THE  EXAMPLE 

ization.  Opposition  by  this  country  alone  on  the  othei 
hand  "might  goad  them  into  it." 

Mr.  Wingate  and  International  Nickel  are  planning  a 
$200-million  mine  investment  in  Guatemala,  and  are  seek- 
ing a  guarantee  by  the  U.S.  Government  for  compensa- 
tion in  the  event  of  confiscation. 

Wouldn't  it  be  ideal  to  try  out  the  policy  he  advo- 
cates in  this  very  case?  If  Inco  will  line  up  a  wide  va- 
riety of  foreign  participants  in  their  Guatemala  venture, 
perhaps  our  Government  would  be  happy  to  assist  them 
in  persuading  the  other  governments  whose  nationals  are 
involved  to  join  in  the  guarantee. 

Hmm. 


BLANK 

It  could  be  verse  or  worse. 
Why  Is  It 

when  we  feel  hungry 
we  feel  thinner 
but  then  the  scale 
doesn't 
(co) 
operate? 


Lest  We  Forget 

remember 

we 

all 

end 

up 

boxed. 


STRAUSS  IN 

One  of  the  toughest  jobs  around  is  to  be  National  Trea- 
surer of  the  political  party  with  no  President.  While  U.S. 
Senators  may  be  national  figures  and  Governors  may  be 
nationally  famous,  their  power  stems  from  states  and 
they're  not  anxious  to  see  hard-come-by  reelection  funds 
funneled  out  of  their  constituency  into  a  Presidentless  na- 
tional headquarters. 

But  the  Democrats,  with  no  White  House  at  the  mo- 
ment, I  think  might  well  solve  the  national  part)''s  poverty 
problems.  They've  picked  a  man  whose  candor  should 
make  him  worth  his  weight  in  gold. 

"When  a  businessman  brings  up  that  he's  a  Re- 

SIGN  OF  THE  TIMES 

Some  of  the  greening  Green  Young  have  positively 
Positive  Thoughts.  Through  their  glum  gloom  about  the 
glue  of  Life  as  lived  by  the  rest  of  us  comes  this  gleam  in 
the  form  of  a  best-seller  shirt  patch: 

"tKobap  ii  tfje  iitit  ba?  of  tlje  rcjJt  of  pour  life." 
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THE  WIND 

publican,"  says  Treasurer  Robert  Strauss  about 
those  he  puts  an  arm  on,  "I  ask  him,  'Did  you 
ever  buy  a  ticket  to  a  policemen's  ball?'  And 
when  he  says,  'Yes,'  I  ask  him,  'Did  you  ever  go 
and  dance?'"  (Forbes,  May  1,  p.  42). 
With  every  percentage  point  drop  in  Nixon's  Galluj 

two  more  Democratic  Presidential  aspirants  emerge  in  n 

sponse  to  an  itch  rather  than  to  anyone's  urging— thus  fu 

ther  complicating  Mr.  Strauss'  task. 

But   1    think    Mr.    Strauss    (whom    I    don't   know    froi 

Adam)  will  succeed  because  he's  got  one  wonderful  thir 

going  for   him— himself. 

SAD  SALLIE 

At  a  neighbor's  dinner  party  the  other  evening  one  co 
temporary  was  lamenting  the  prospect  of  an  operatic 
Another  was  audibly  nursing  his  golf-strained  back. 

Commented  a  third  guest: 

"After  50,  it's  just  patch,  patch,  patch." 

-Malcolm  S.  Forbi 

Editor-in-Chi 


iET  THE  ANSWER  IN  PRINT. 
n  TAPE. 

rchecking.  Now.  Or  later, 
jcause  you 've  got  the  proof . 

UITH  CANON'S  POCKETRONIC 

jorld's  smallest  electronic  printing  calculator. 
I  small,  it  fits  in  your  pocket.  That's 
fy  we  call  it  the  Pocketronic. 

IDLESS.  COMPACT.  GOES  ANYWHERE. 

rid's  smallest  LSIs.  With  its  own 
|iJt-in,  rechargeable  battery. 

INT  ON  MORE  FROM  CANON. 

S  it  in  action  at  your  Canon  dealer. 
*  I  you'll  want  to  pack  a  Pocketronic. 

eanon  PoclfietrDnic 

USA.  Inc.,  64-10  Queens  Boulevard,  Woodside,  New  York  11377 
USA,  Inc.,  457  Fullerton  Avenue,  Elmhurst.  Illinois  60126 
Optics  &  Business  Machines  Co.,  Inc.,  3113  Wilshire  Boulevard, 


■.:■- M}i.mi4\mmm 


Mycrs&Liggctt? 

We  haven't  really  changed  the  name,  but  we  have  changed  the  company. 
We  are  now  53  per  cent  non-tobacco. 


"Chauvenet  Burgundy 
does  not 
go  with 
chicken.' 


"I  just  love 

your  big, 

beautiful  Brite 

watch  band." 


"Right  after  I  bought  L&M  stock,  Doctor, 
I  got  this  passionate  craving 
for  J&B  Scotch, 
Alpo  dog  food 
and  the  new 
L&M  cigarettes." 


You  know  Liggett  &  Myers  for  its  L&M, 
Chesterfield,  Lark  and  Eve  cigarettes.  But  did 
you  know  L&M  has  the  leading  brands  in 
Scotch  whisky  (J&B),  canned  dog  food  (Alpo), 
premium  bourbon  (Wild  Turkey), 
watch  bands  (Brite),  imported  wines 
(Chauvenet,  Charles  Heidsieck,  Calvet, 
Lagosta),  household  cleaning  programs 
(Blue  Lustre),  liquor  specialties  (Grand  Marnier, 

Metaxa,  Campari)  and  even  popcorn  (3-Minute). 
During  the  last  seven  years,  sales  of  our 
non-tobacco  products  have  jumped  from  zero  to 
53  percent  of  total  sales,  excluding  excise  taxes. 

Liggett  &  Myers 

*«-^*>-^  ^     Incorporated 
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Corporate  Baby-Sitting 

Instead  of  asking,  "Who's  minding  ttie 
store?"  businessmen  may  soon  be 
asking,    "Who's   minding   the   kids?" 


From  womens  lib  meetings  to  cor- 
porate boardrooms,  baby-sitting  has 
become  a  hot  topic.  There  are  more 
than  4.2  million  working  women  in 
the  U.S.  labor  market  with  young- 
sters under  age  si.x,  but  they  can  find 
only  640,000  places  for  them  in  li- 
censed dav  care  centers  and  nursery 
schools.  It's  not  just  a  problem  for 
mothers  and  kids.  It  concerns  busi- 
nesses that  would  like  to  recruit  more 
;  women  workers. 

A  few  corporations  are  actually  do- 
ing something  about  it.  The  way  is 
being  led  hv  American  Telephone  & 
'  Telegraph,  the  world's  largest  firm 
in  terms  of  assets.  The  AT&T  afRl- 
i.ite  in  Washington,  D.C.,  Chesapeake 
&  Potomac  Telephone,  has  just 
opened  an  experimental  day  care  cen- 
for  1 10  children  of  C&P  employees, 
second  center  is  to  be  launched 
Liter  this  year  with  a  midwestern 
AT&T  affiliate.  In  Chicago,  Illinois 
Rell  is  trying  out  a  distinctive  pro- 
gram of  home-style  day  care  by  ar- 
ranging with  some  100  area  mothers 
to  watch  several  extra  kids  at  a  time. 
Ma  Bell"  indeed. 

.\T&T  is  not  the  first  giant  corpo- 
Mtion    to   open   dav   care   centers   for 
use    b\'    its    working    mothers.    There 
*vere  those  World  War  II  centers  that 
Kaiser  Shipbuilding  operated  for  more 
lian  4,000  tots  so  their  mothers  could 
'lay   Rosie   the   Riveter.    The    Kaiser 
'Miters  put  away  the  last  tov  block 
\ith   the  war's   end.    The   outlook   of 
nost  U.S.   firms  since   has  been   that 
I'^v    care    was     expensive,     old-fash- 
oned,  paternalistic,  and  that  a  busi- 
ness was   on   weak   turf   in   trying   to 
'lay  substitute  mother. 
Times  and  attitudes  have  changed, 
he  number   of   divorced   or   unmar- 
ied    mothers    is    growing.    Still-mar- 
ied  women  are  demanding  freedom 
>  work  even  if  their  husbands  think 


they  ought  to  be  home  minding  the 
young  ones.  Plenty  of  husbands,  how- 
ever, want  that  second  paycheck,  too. 
As  a  result,  young  mothers  are  crowd- 
ing into  the  labor  market.  In  1940 
some  9?  of  the  country's  mothers 
were  working.  That  figure  has  skyrock- 
eted now  to  42%.  The  working  force 
of  young  mothers  is  expected  to  be  up 
by  more  than  50%  (to  more  than  6.6 
million)  by  1985.  Their  children  will 
need  watching,  and  many  educators 
now  think  the  young  kids  can  also 
stand  a  big  dose  of  formal  learning 
between  infancy  and  first  grade.  Many 
companies  are  just  realizing  that  they 
might  do  a  better  day-care  job  than  an 
invalid  grandmother  or  a  marginal 
nurserv  school  that  makes  four-year- 
olds  watch  TV  all  day. 

"The  ultimate  answer  probably  has 
to  come  from  the  Federal  Govern- 
ment," s'ays  Ted  S.  Decker,  a  senior 
vice  president  for  Genesco.  "But  we 
felt  that  if  we  waited  for  it  to  happen, 
we  never  would  have  day  care."  Gen- 
esco is  one  of  over  50  clothing  manu- 
facturers that  have  joined  with  the 
Amalgamated  Clothing  Workers  of 
America  to  open  six  day  care  centers 
in  places  such  as  Baltimore,  Chicago 
and  several  smaller  cities  with  gar- 
ment plants.  The  majority  of  their 
workers,  of  course,  are  women. 

In  the  Boston  area,  Avco  Corp.  is 
operating  a  successful  day  care  center 
for  two  shifts  on  one  floor  of  its  Rox- 
burv  printing  plant.  Control  Data 
runs  a  Minneapolis  center  where  fees 
are  as  low  as  $5  a  week  per  child. 
Uniro\al,  the  tiremaker,  is  setting  up  a 
child  care  center  for  as  many  as  three 
shifts  in  one  of  its  southern  plants. 
And  outfits  such  as  TRW,  Oneida 
Silver,  the  Detroit  Free  Press  and 
Eastman  Kodak  are  launching  pilot 
programs  or  carefully  studying  the 
idea  of  industrial  child  care. 
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For  $90,000  a  year,  C&P  Tele- 
phone has  contracted  with  a  new 
Washington  firm,  Community  Learn- 
ing Centers,  Inc.,  to  run  its  center  from 
a  remodeled  former  supermarket  in 
the  Anacostia  section  not  far  from  the 
homes  of  many  employees.  The  cen- 
ter is  open  only  to  children  of  com- 
pany employees  at  a  cost  of  $6  a 
day,  but  C&P  picks  up  half  the  tab. 
New  Internal  Revenue  Service  guide- 
lines indicate  the  $3  a  day  won't 
be  considered  employee  compensation 
and  that  C&P  will  probably  be  able 
to  declare  the  whole  outlay  as  a  busi- 
ness expense. 

Community  Centers  is  headed  by 
a  starchy  former  Booz  Allen  &  Ham- 
ilton consultant,  David  S.  Pollen.  "Day 
care  has  been  a  marginal  occupation 
in  business  for  many  years,"  says 
Pollen.  "What  we're  trying  to  do  is 
put  it  on  a  sound  economic  footing 
while  making  it  as  beneficial  to  the 
children  as  possible."  Pollen  has  gath- 
ered experts  in  childhood  education 
as  well  as  in  the  ways  of  black  Wash- 
ington, and  has  hired  mothers  in  the 
area  to  serve  as  aides. 

"We  can't  say  yet  what  the  real 
benefit  of  the  centers  will  be  to 
AT&T,"  says  Charles  Sherrard,  the  big 
utility's  urban  education  project  man- 
ager. "But  we  think  they  may  well 
reduce  turnover,  cut  absenteeism  and 
give  us  a  big  lift  in  recruiting." 

As  of  now,  most  of  the  14,000  li- 
censed operators  in  the  day  care  busi- 
ness own  individual  centers  that  may 
create  $15,000  a  year  in  profits  if 
they  run  a  tight  ship  and  cut  out  af- 
ternoon cookies.  But  new  packagers 
of  day  care  services  blossomed  out 
all  over  the  place  last  year  after  Pres- 
ident Nixon  offered  his  Family  As- 
sistance Plan,  which  includes  a  $488- 
million  outlay  for  child  care  services. 
The  main  idea  is  to  help  mothers  get 
off  welfare.  But  there  are  a  number 
of  other  bills  pending  in  Congress 
that  could  direct  $700  million  or  more 
a  year  into  day  care. 

Sniffing  possible  federal  largesse, 
some  50  firms  have  rushed  into  the 
business  of  franchising  or  packaging 
day  care  centers.  Some  are  embar- 
rassingly promotional.  Others  are  very 
serious  entrants,  s\ich  as  Singer,  Gen- 
eral Learning  and  Gerber.  "We'd  like 
to  prove  that  there  is  a  consumer  mar- 
ket unrelated  to  government  and  in- 
dustry support,"  says  Lloyd  Kelly,  for- 
mer president  of  General  Precision 
Systems,  who  is  setting  up  the  Singer 
Learning  Centers.  The  first  center, 
which  is  to  take  students  from  age 
three  through  eight,  has  opened  in 
Cherry  Hill,  N.J.,  and  Singer  has 
four  more  centers  on  the  way. 

There  have  been  setbacks.  KLH, 
the   stereo    manufacturer   and    Singer 
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subsidiary,  had  a  fine  model  day  care 
center  running  in  Cambridge,  Mass., 
but  was  forced  to  back  away  after 
sluggish  sales  brought  factory  layofis. 
Now  a  community  group  including 
MIT  and  Polaroid  is  expected  to  run 
the  center.  One  men's  clothing  manu- 
facturer complains  that  absenteeism 
has  actually  gone  up  since  day  care 
centers  opened  for  several  of  his 
plants.  Chemical  Bank  of  New  York 
wanted  to  place  a  modern  day  care 
center  in  its  new  building  in  Manhat- 
tan. But  after  trying  to  fight  through 
the  numerous  governmental  levels  in 
New  York  to  get  a  license,  and  after 
worrying  that  youngsters  would  have 
to  arrive  by  subway.  Chemical  de- 
cided to  drop  the  whole  idea. 

In  the  end,  businessmen  may  opt  for 
a  more  indirect  approach.  A  model 
could  be  the  day  care  consortium  de- 
veloped by  whirlpool  Corp.  in  its 
home  town  of  Benton  Harbor,  Mich. 
Whirlpool  provided  management  sup- 
port, but  other  firms  and  local  foun- 
dations did  the  financing.  The  center 
for  80  children  now  operates  under 
a  nonprofit  group  that  is  headed  by 
Whirlpool's  marketing  group  vice 
president.  Jack  Sparks. 

There  are  many  social  critics  who 
think  that  the  family  as  we  know  it- 
father  in  the  office  and  mother  in  the 
kitchen— is  on  its  way  out.  How  ironic 
if  the  big  corporations,  supposedly 
bastions  of  conservatism,  were  to  has- 
ten this  social  evolution.  Isn't  that 
what  the  day  care  centers  are  all 
about?  ■ 


Chameleon 

We're  a  conservative  con 
glomerate,  City  Investing  in 
sists.  Is  it?   Who  can  teJI' 

On  his  left  wrist  tall,  distinguis 
» looking  George  T.  Scharffenber; 
52,  wears  an  Omega.  At  4  p.m.  in  ( 
cago  the  watch  says  2  p.m.  At 
a.m.  in  London,  2  a.m.  At  noon  in 
New  York  City  headquarters  in 
plush  new  General  Motors  build 
Scharffenberger's  watch  is  pointinj 
9  a.m.  Scharffenberger  explains  1 
he  keeps  his  watch  set  permanei 
on  California  time  (where  he  liv 
because  he  is  always  on  the 
"When  you  do  this  much  travelir 
he  says,  "it  helps  to  keep  you  alert.' 
Many  people  would  find  it  simj 
to  reset  their  watch  as  they  hop  fi 
city  to  city.  But  Scharffenbergei 
not  a  man  who  worships  simplic 
He  seems  to  enjoy  complicated  thii 
In  his  five  years  as  chief  executiv< 
City  Investing,  Scharffenberger 
created  a  bewilderingly  complex  c 
glomerate  that  controls  some  $1.5 
lion  in  revenues.  There  is  no  prete 
about  synergism  or  related  diver 
cation:  City  is  in  home-building,  a< 
space,  land  development,  manufac 
ing,  printing,  insurance  and  shipp 

The   Labyrinth 

Some  of  City's  subsidiaries  sue) 
Rheem  Manufacturing  Coqj.  and 
ant  $1.4-billion-assets  Home  In, 
ance  Co.  are  wholly  owned.  Ot', 
such  as  Guerdon  Industries  (52.1 
are  partly  owned.  Still  others  sucl 
General  Development  Corp.  (4| 
and  Moore  &  McCoiTnack  (26%) 
regarded  as  much  as  investment 
subsidiaries. 

The  capitalization  is  as  hare 
follow  as  the  product  lines.  City 
vesting  Corp.  has  an  intricate  si  I 
ture  of  convertible  debentures,  (  I 
mon  stock,  three  issues  of  cumuli  * 
convertible  preferred,  $288  milliC;li 
straight  debt,  options  and  warrant:^ 

Making  all  this  plausible  to  i 
siders  is  one  of  George  Scharffenl  { 
er's  main  jobs.  Soft-spoken,  artici  p 
radiating  quiet  good  humor,  Scl  n 
enberger  is  a  most  effective  advo  '< 
True,  City  Investing  stock  fell  |n 
75%  in  the  1969-70  bear  market,  n 
didn't  others  fall  far  more?  TriK 
tal  net  was  off,  but  weren't  oper  ", 
earnings  up  10%  from  $1.24  to  $  '6 

City  did  get  through  the  woijO 
the  economic  downturn  with  rel;  ^'^ 
ly  few  visible  shocks.  But  the  >  es 
tions  now  are  new  ones:  Is  sin  j-" 
enough?  Can  Scharffenberger  i" 
City  Investing  as  an  operating  ^n 
pany  and  achieve  anything  nea  |h( 
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Problem  or  Opportunity?  Housing  sfarts  are  one  factor  /mpac//ng  City. 


15t  growth  goals  he  once  set  for  Cit\  ? 
There  is  no  w  ay  to  know,  short  of 
trusting  Scharffenberger  imphcitly. 
Citys  earnings  did  rise  some  10%  in 
1970.  But  the  very  ctjmplexity  of  the 
X)mpanv  plus  the  tremendous  flexibil- 
ity of  accounting  rules  makes  City  In- 
vesting hard  to  keep  score  on. 

Take     the    important    cjuestion     of 
.vhere  Cit\  s  income  comes  from— par- 
:icularly   the   extent   to   which   it   de- 
fends upon   Home   Insurance   for  its 
?aniings.  It  is  rjuite  clear  that  Home 
L-antributed  $49.5  million,  about  half, 
o  C"it\'s   1970  pretax  operating  earn- 
gs    of    $106.1    million.    That    is    the 
Igure    City    officials    emphasize.    But 
lome,  like  most  insurance  companies, 
njo\s    a    much    lower    tax    rate    than 
oes  the  average  manufacturing  com- 
any.  As  a  result.  Home  probably  con- 
butes  a  much  higher  projiortion  of 
ity's  after-tax  earnings  of  $47.2  mil- 
on.  But  now  here  is  that  after-tax  con- 
ibution  spelled  out. 
Then     there     is     the     question     of 
ome's     true    earnings    performance. 
he  reported   figures   are   impressive: 
etax    operating    earnings    up    some 
1%  in  1970.  What's  hard  to  tell,  bow- 
er,   is    how    much    of    that    growth 
as   genuine.    When    Cit\    took    over 
omfe  in  1968,  it  set  up  a  $43-million 
.e.    It    charged    the    reser\e    to 
ome  s     preacquisition     earnings,     so 
at  it  never  showed  up  as  a  charge 
City  Investing's  books. 

Numbersmanship 

As  usual,  Scharffenberger  had  a 
usible  explanation;  Home,  he  said, 
d  not  set  aside  enough  mone\-  to 
'er  future  claims  of  business  al- 
dy  on  the  book;  in  effect,  the  judg- 
snt  of  Haskins  &  Sells,  Home's  pre- 
lus  auditors,  and  Kenneth  E.  Black, 
ai  and  still  Home's  chairman,  was 
mg.  Perhaps  City  was  right.  But 
result   made   it   much   easier   for 

Iy  to  show  impro\ed  operating  eam- 
;s  after  the  acquisition,  by  shifting 


some  $43  million  of  costs  onto  the  old 
Home  Insurance. 

Somewhat  similarly,  when  City  took 
over  Home,  it  marked  down  the  value 
of  Home's  securities  portfolio  $79.7 
million,  to  $639.8  million,  instead  of 
taking  the  entire  portfolio  onto  its 
books  at  its  $719.5-milli<)n  market  val- 
ue. Citv  argued  that  the  write-down 
was  conservative  accounting,  that  the 
new  \alue  more  truK'  reflected  the 
portfolio's  realizable  value.  Is  this 
realistic  accounting?  Certainlv  it  was 
more  so  than  that  of  conglomerates 
that  acquired  insurance  companies  on 
a  pooling  basis  and  were  able  to  carry 
portfolios  at  their— even  lower— orig- 
inal cost.  But  as  the  market  recov- 
ered, City  did  not  use  the  capital 
gains  to  balance  the  earlier  write- 
downs. Instead  it  took  them  right  in- 
to earnings— a  kind  of  double  standard 
for  profits  and  for  losses. 

Then  tliere  is  the  cjuestion  of  City's 
relationship  to  its  subsidiaries.  In  ef- 
fect. City  Investing  is  a  holding  com- 
pany. Its  consolidated  income  state- 
ment reflects  its  equity  in  the  earnings 
of  its  subsidiaries.  For  example,  Cen- 
eral  Development  Corp.,  495?  owned, 
earned  $33  million  in  1970.  City  In- 
vesting shows  its  equity  in  those  earn- 
ings, $15.7  million,  in  its  consolidated 
income  statement. 

The  only  trouble  is  that  City  In- 
vesting doesn't  actually  get  its  hands 
on  as  much  cash  as  the  income  state- 
ment reports.  General  Development, 
for  example,  pays  no  cash  dividends, 
because  its  earnings  are  plowed  back 
into  its  land  operations. 

In  the  case  of  some  City  subsidi- 
aries, there  are  restrictions  with  cred- 
itors about  the  amount  of  dividends 
that  may  be  paid  the  parent.  And  in 
the  case  of  Home  Insurance  the 
amount  of  dividends  that  may  be  paid 
is  restricted  by  New  York  law.  Thus 
in  fiscal  1970  ended  last  Apr.  30 
(City  has  since  switched  to  a  calen- 
dar year)  Home  contributed  $44  mil- 
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lion  in  operating  income  to  Citv's  re- 
ported pretax  earnings.  But  under  the 
law  it  could  have  paid  only  $17  mil- 
lion in  dividends.  It  actually  paid 
$13.9  million.  In  other  words,  there 
are  earnings  and  earnings.  Those  in 
the  hand  ought  to  be  worth  more 
than  those  in  the  bush. 

The  overall  difference  can  be  dra- 
matic. In  the  fiscal  year  ended  Apr. 
30,  1970,  the  ratio  of  earnings  to 
City's  fixed  charges  was  better  than 
3  to  1.  But  the  ratio  of  dividends 
received  to  fixed  charges  was  a  per- 
ilous 0.68  to  1-not  enough  to  cover 
fixed  charges. 

As  a  result,  .some  think  that  Cit\- 
may  have  faced  a  very  tight  liquidit\- 
squeeze  some  time  in  1969  or  1970.  It 
.sold  off  some  18?  of  General  Develop- 
ment to  Home  Insurance  for  $30  mil- 
lion in  November,  thus  getting  cash 
out  of  Home  without  violating  the 
law  limiting  upstream  dividends. 

Minding   the   Store 

At  the  moment,  it  appears  that  an\' 
liquidity  crisis  is  j^ast.  What  Scharf- 
fenberger faces  now  are  the  normal 
operating  problems  of  a  giant  com- 
pany. He  must  keep  an  eye  on  wheth- 
er all  the  buyers  who  put  their  6% 
down  on  General  Development's  Flor- 
ida land  parcels  stick  to  their  pay- 
ments schedule.  He  must  find  a  wav 
to  profit  in  the  problem-prone  aero- 
space business.  He  must  turn  around 
his  26f-owned  shipping  lines  Moore 
&  McCormack  Co.  Inc.,  which  lost 
$17  million  last  year. 

All  these  areas,  of  course,  also  pre- 
sent great  opportunities.  It  may  be 
possible  to  get  Moore  &  McCormack 
straightened  out.  In  a  strong  econom\-, 
land  sales  and  home-building  could 
make  a  strong  contribution  to  City. 
Scharffenberger's  holdings  in  printing, 
financial  services  and  manufacturing 
give  him  a  strong  foothold  in  areas 
that  should  grow.  And  City's  land 
holdings  in  New  Mexico  and  Sterling 
Forest,  31  miles  from  New  York  City, 
are  carried  well  below  their  true  value 
on  City's  balance  sheet  and  should 
eventually  contribute  to  profits. 

The  catch  is  that  conglomerates  as 
a  corporate  form  have  shown  no 
special  magic  when  it  comes  to  dealing 
with  this  kind  of  complexity,  where 
both  problems  and  opportunities  come 
in  bewildering  variety  and  with  daz- 
zling speed;  a  case  in  point  is  Litton 
Industries,  where  Scharffenberger 
learned  his  trade.  In  a  simpler  kind 
of  compan\',  von  could  rate  Scharffen- 
berger on  the  fiscal  results,  but  not 
even  trained  anahsts  can  judge  City's 
numbers  with  much  conviction. 

So,  it  conies  down  to  this  :  Do  you 
think  George  Scharffenberger  is  a 
business  genius,  or  don't  von?  ■ 
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Doing  It  the  Hard  Way 

American  Hospital  Supply  has  had  a  major  transfor- 
mation lately,  but  the  earnings  payoff  is  still  to  come. 


They  could  have  coasted  profitably 
for  years  on  what  they  had.  Or,  al- 
ternatively, they  could  have  been  con- 
tent with  small,  cautious  moves  to- 
ward transforming  the  company  part- 
ly into  a  manufacturer  of  hospital 
supplies  while  remaining  the  highly 
successful  distributor  that  it  has 
been  for  nearly  half  a  century.  But  it 
was  not  by  playing  it  safe  that  the 
owners  of  big  (1970  sales;  $509  mil- 
lion) American  Hospital  Supply 
Corp.  of  Evanston,  111.  made  it  the 
supersuccess  it  has  been,  with  earn- 
ings more  than  (juadrupled  and  stock 
price  up  over  tenfold  in  the  last  dec- 
ade on  more  than  quadrupled  sales. 

Instead,  foimder  and  major  stock- 
holder Foster  G.  McGaw,  at  the  age 
of  nearly  70,  sat  down  in  1967  and 
1968  with  Harry  K.  DeWitt,  then  pres- 
ident and  now  the  company's  65-year- 
old  chairman,  and  drew  up  a  bold 
blueprint  calculated  to  maintain  AHS' 
explosive  growth  rate. 

What  had  happened  was  that  by 
1967  the  company  had  gone  about 
as  far  as  it  could  go  without  making 
a  major  financial  commitment.  For 
nearly  a  decade  it  had  been  raising 
the  proportion  of  its  own-manufac- 
ture products,  vs.  products  it  merely 
distributed,  from  12%  of  sales  to  37%. 


The  motivation  was  not  merely  that 
profit  margins  on  distributing  other 
people's  products  were  both  low  and 
steadily  declining.  Strategically,  AHS 
had  to  be  able  to  remind  its  suppliers 
that  it  could  always  manufacture  any 
item  whose  price  got  too  high. 

As  might  be  expected,  the  first 
items  chosen  for  manufacture  were 
those  that  took  the  least  capital.  By 
the  beginning  of  1967,  however,  those 
low-capital  options  were  about  ex- 
hausted. So  AHS,  in  the  next  four 
years,  spent  over  $84  million— rough- 
ly equal  to  the  company's  total  capi- 
tal outlay  since  its  founding. 

Only  about  half  the  money  went 
into  manufacturing  facilities.  In  the 
last  year  alone,  says  37-year-old  Karl 
D.  Bays,  who  became  AHS  president 
last  year,  "We've  added  nearly  40% 
in  additional  floor  space,  or  about  IV4 
million  square  feet,  and  completed 
15  major  building  projects.  Last  Sep- 
tember we  opened  our  McGaw  Park 
complex,  which  among  other  things 
has  the  world's  largest  medical  prod- 
ucts distribution  center,  with  10  mil- 
lion cubic  feet  of  warehouse  space." 

While  this  expansion  was  going  on, 
AHS  was  also  broadening  its  position 
in  the  health-care  field  by  accjuisitions 
like   that   of   Hamilton    Mfg.,   a    $45- 


million-sales  maker  of  furniture  anc 
equipment  for  hospitals,  laboratorie: 
and  institutions;  and  at  the  same  time 
it  was  expanding  pell-mell  in  dispos 
able  medical  products,  where  AHS  i; 
the  leader  with  estimated  sales  of  wel 
over  $100  million,  vs.  half  that  a  few 
years  back. 

,  It  is  in  this  area,  as  well  as  ir 
diagnostic  testing,  that  AHS  has  hac 
to  upgrade  its  personnel  and  researcl 
capability:  In  just  two  years  its  per 
sonnel  costs  have  soared  by  nearlj 
40%  on  a  16%  gain  in  total  employ 
ment,  as  it  staffed  up  with  skillec 
technical  personnel.  Meanwhile,  it: 
R&D  budget  has  grown  from  less  thar 
$3  million  four  years  ago  to  an  es 
timated  $8  million  this  year. 

New   Contour 

The  price?  Zero  earnings  growth  ir 
1970,  and  probably  at  least  a  pooi 
first  half  of  1971— no  .small  cost  for  i 
company  where  investors  have  com( 
to  expect  annual  15%-plus  earning; 
gains.  "We're  paying  a  heavy  price 
for  the  growth  we  envision  for  th( 
1970s,"  says  President  Bays,  "bui 
every  indicator  suggests  that  it  wil 
turn  out  a  good  investment." 

One  price  AHS  did  not  pay  was  tc 
go  heavily  in  debt.  Capitalizing  or 
its  traditionally  rich  multiple  of  40  tc 
50  times  earnings,  in  November  o 
1969  the  company  raised  $50  millioi 
by  selling  1.3  million  common  shares 
(McGaw     and     other     inside     sharei 


The  Longest  Night 

Sun  Oil's  ambitious  Athabasca  tar  sands  project  is  still 
losing  money.  But  is  that  a  crack  of  dawn  on  the  horizon? 


By  all  the  rules  of  the  oil  game, 
Philadelphia's  Sun  Oil  Co.  ought  to 
be  sitting  pretty.  Sun  has  found 
enough  oil  to  satisfy  over  80%  of  its 
requirements.  Much  of  it  is  in  Vene- 
zuela and  Canada,  oceans  removed 
from  vnipredictable  Arab  potentates, 
and  near  to  the  thirsty  U.S.  market. 

You  wouldn't  know  this  from  Sun's 
profit-and-loss  statement.  From  a 
1968  peak  of  $164  million,  earnings 
have  dropped  for  two  successive  vears 
to  $139  million  in  1970,  while  'sales 
were  rising  almo.st  10%  to  $1.9  billion. 
Sun's  earnings  decline  last  year  was 
among  the  biggest  of  the  ten  largest 
domestics. 

Yes,  Sun  is  making  money  in  the 
oil  business.  But  it  is  pouring  much  of 
it  into  a  single  venture-its  96%-owned 
Great  Canadian  Oil  Sands  Ltd.  sub- 
sidiary, which  has  been  miiiino  lor 
oil  in  the  north  of  Canada's  Alberta 
Province  since  1968.  In  two  years 
Sun  has  lost  $4J   million  on  the  proj- 


22 


ect,  reducing  annual  earnings  about 
10%  at  the  same  time. 

"We  find  ourselves  criticized  for  not 
having  yet  had  a  huge  financial  suc- 
cess," says  42-year-old  H.  Robert 
Sharbaugh,  Sun's  president  since 
1970.  The  fact  is,  .says  Sharbaugh, 
Sun  didn't  estimate  any  date  when 
it  expected  its  pavoff.  Like  the  still 
uneconomic  oil  shale,  oil  from  the  tar 
sands  must  first  be  mined  with  huge 
shovels  and  then  separated  from  the 
sands,  not  simply  pumped  out  of  the 
ground  like  conventional  crude.  So 
far,  Sun  has  mined  56  million  tons  of 
tar  sands  to  produce  onh'  20  million 
barrels  of  oil.  Ohyiouslv,  says  Shar- 
baugh, this  is  "inherently  more  ex- 
pensive crude.  ' 

He  says  that  Sun  is  making  pro- 
gress. For  the  first  time  in  over  two 
years  the  \entine  has  not  been 
plagued  by  prolonged  shutdowns  due 
to  technical  problems;  it  has  run 
smoothly   for  several   months.    In   the 


first  quarter  of  this  year  productioi 
averaged  44,000  barrels  a  day— with 
in  a  whisker  of  the  45,000-barrel-£ 
day  maximum  set  by  the  province  r 
Alberta.  On  top  of  that,  the  Canad 
an  government  authorized  a  25-cen 
a-barrel  crude  oil  price  hike  on  th 
first  quarter,  which  yielded  Sun  a 
most  an  additional  $1  million 

There  remains,  however,  an  afte 
tax  loss  running  at  an  annual  rate  < 
$8  million.  When  will  the  gap  I 
closed?    Sharbaugh     is     reluctant 
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what  AHS  does  most  success- 
fully, says  President  Karl  Bays 
(center),  is  to  save  labor.  Dispos- 
able items  like  surgeons'  gloves 
save  the  time  and  labor  spent  in 


assembling  and  sterilizing  them; 
and  today  labor  costs  account  for 
two-thirds  of  all  hospital  costs. 
Such  products  also  free  skilled 
labor     for     more     critical     tasks. 


holders    sold    an    additional    300,000 
shares  for  university  donations). 

So,  without  an  earnings  dip,  they 
ha\e  financed  the  transformation  of 
AHS  into  a  full)  integrated  company, 
with  manufacturing  and  R&D  capa- 
bility to  match  its  marketing  and  dis- 
tribution strength.  The  change  was 
probably  essential:  AHS  needed  the 
extra  breadth  to  meet  the  competitive 
I  pressures  of  much  larger  companies 
I  that  almost  daily  enter  one  part  or 
another  of  the  S6()-billion-and-still- 
growing  health-care  market. 


At  the  Same  time,  the  change 
also  makes  AHS  vulnerable  to  hitherto 
unfamiliar  costs  like  depreciation,  an 
item  that  has  nearly  tripled  in  the 
last  five  years,  forcing  the  company 
to  switch  from  accelerated  to  straight- 
line  depreciation  at  the  end  of  last 
year  for  an  estimated  1971  saving  of  6 
cents  a  share.  Manufacturing  sales, 
even  in  the  medical/ dental  field,  are 
capable  of  fluctuations  seldom  seen 
in  the  distribution  business— witness 
the  unexpected  inventory  write-off  at 
the     company's     Midwest     American 


Dental  division  and  the  higher  pro- 
duction costs  in  other  divisions,  which 
together  cost  AHS  $1.8  million.  And 
heavy  research  spending  is  no  guaran- 
tee of  a  worthwhile  discovery:  AHS 
spent  an  estimated  $1  million  recently 
on  a  disposable  surgical  gown  fabric, 
with  results  that  so  far  are  well  below 
expectations. 

But  the  deeper  wisdom  is  expressed 
by  Chairman  Harry  DeWitt:  "If 
you're  going  to  have  problems,  the 
problems  of  expansion  are  far  pref- 
erable to  others  I  might  think  of."  ■ 


make  predictions;  with  resurgent  Ca- 
nadian nationaUsm,  oil  exploitation  is 
HI    increasingly    touchy   political   sub- 
"  t     But  he  thinks  the  Alberta  gov- 
inent  is  .sympathetic:  "Alberta  has 
luicated    its   desire    to    have   the   tar 
aiids    become    an    economically    via- 
)!c      operation,"      says      Sharbaugh, 
luiiiting   to   the   government's    volun- 
ir\    reduction  of  its  royalties,  which 
a\ed  Sun  $1.1  million  last  year  and 
vill  save  it  more  in  1971. 
But    the    project's    final    fate,    says 


Sharbaugh,  depends  on  "the  ability 
of  the  market  to  pay  the  product  price 
necessary  for  profitability."  In  short, 
higher  ^viees.  Last  year's  25-cent-a- 
barrel  crude  price  increase  to  rough- 
ly $3.14  a  barrel  was  a  first  step. 
But  another  price  hike  is  needed  to 
break  even.  Sun  is  optimistic.  With 
the  U.S.  forced  to  turn  to  more  dis- 
tant and  costly  crude  sources,  like 
Alaska's  North  Slope,  crude  prices 
must  eventually  rise. 

The   question   is,   when?   Some  see 


a  l5-cent  to  20-cent-a-barrel  price  in- 
crease this  year.  That,  combined  with 
higher  output,  could  cut  Sun's  losses 
considerably. 

All  in  all,  it's  an  interesting  and 
rather  daring  gamble.  Sun  has  em- 
barked on  a  huge  program  that  could 
not  possibly  make  money  at  going  oil 
prices,  betting  that  the  inexorable 
pressure  of  oil  demand  against  supply 
will  raise  prices  to  a  point  where  it 
can  make  money.  As  of  now,  the 
chances  for  payoff  look  excellent.   ■ 


^s  12  stories  high  and  gobbles  up    150  tons  a  minute  of  oil-bearing  sands,  in  winter  temperatures  down  to  40  below  zero. 
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Who  Owns  New  York? 

Not  the  people  you  expect.  And  not  for  the  reason  you  think. 


The  truth  about  Manhattan's  $38 
billion  worth  of  land  and  buildings  is 
as  startling  as  the  myths.  And  the 
myths,  which  even  experienced  real 
estate  men  swear  to,  are  wild.  Here 
are  .some  examples: 

•  Like  an  octopus  gone  mad,  the 
Roman  Catholic  Church  holds  more 
than  $1  billion  of  Manhattan  real  es- 
tate—enough to  make  it  one  of  the 
island's  top  three  owners.  (The  truth 
is,  the  Church  is  a  bumbling  land- 
lord that  never  owned  half  that  much. 
And  probably  never  will.  In  fact,  it 
wishes  it  could  sell  a  fourth  of  what 
it's  stuck  with.) 

•  The  English  Crown  and  the 
Queen  of  the  Netherlands  own  huge 
parcels  here.  (Nonsense.) 

•  Wealthy  families,  like  the  Astors, 
have  vast  inherited  holdings.  (Not 
any  more.  On  balance,  the  landed 
gentry  have  sold  out,  and  are  now 
playing  the  securities  market.) 

•  New  York  City's  tax-exempt 
propert),  which  equals  one-third  of 
its  total  real  estate,  is  owned  for  the 
most  part  by  churches,  colleges  and 
private  clubs.  (One-third  is  exempt. 
But  most  of  that-a  full  82^,  worth 
$25  billion— is  owned  by  government 
itself,  such  as  the  City,  its  Housing 
Authority  and  the  Port  of  New  York 
Authority.  Also,  chinches  and  col- 
leges usually  pay  full  real  estate  taxes 
on  any  commercial  offices  and  apart- 
ments they  own,  which  is  more  than 
the  Port  Authority  can  say  about  the 
world's  tallest  office  buildings  it  is  put- 
ting up  near  Wall  Street. ) 

•  And  the  biggest  myth  of  all:  If 
you     own    a    chunk    of  •  Manhattan, 
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Woe  Is  John.  Running  be- 
leaguered Manhattan  is 
fough  enough  without  owning 
it  too.  Yet,  every  uneconomi- 
cal dwelling  and  commercial 
building  abandoned  there 
will  eventually  fall  into  city 
hands.  That's  one  reason 
Mayor  Lindsay  now  controls 
property  in  Manhattan  alone 
assessed      at      $3.3      billion. 


where  raw  land  sells  for  up  to  $500  a 
square  foot,  you  have  it  made.  (It's 
not  that  simple.  Two  of  the  largest 
owners— the  City  and  Penn  Central- 
are  flat  broke,  and  the  Catholic 
Church  is  in  bad  shape  too.) 

Let's  explore  that  last  mvth.  because 
it  goes  a  long  wav  toward  explaining 
who  owns  Manhattan  today,  who 
doesn't— flnd  ivhi/.  As  a  child  pla\ing 
Monopoh',  you  knew  that  if  you 
bought  and  developed  the  high- 
priced  properties  near  Park  Place  yot 
would  probablv  win  the  game:  Tin 
big  in\'estments  bring  the  big  returns 
cheaper  property  is  cheap. 

The  only  trouble  is,  that  reason 
able-sounding  rule  is  largeK'  a  mytb 
A  three-month  in\estigation  of  NIan 
hattan's  propert\  owners  b\  Forbej 
the  first  such  research  in  40  \ears,  in 
dicates  that  all  loo  often  ownershi 
pro\es  onerous.  Real  estate  investnier 
is  a  difficult  and  risk\'  art.  In  Mai 
hattan,  its  risks  can  be  lethal. 

Imagine  for  a  moment  that  a  ric 
imcle  has  just  left  \ou  an  entire  mi( 
town  Manhattan  block,  five  minuti 
from  Times  Square.  Let's  sa\'  it's  tl 
block  between  49th  and  50th  stree 
on  Eightli  Avenue.  That's  160,0( 
square  feet,  worth  roughly  $15  m 
lion.  Are  vou  rich? 

No.  You  are  probably  hurting  ba 

At  best,  vou  would  be  in  the  sar 
t\pe  of  fix  as  the  Madi.son  Squa 
Garden  Corp.,  the  actual  owner 
this  parcel  where  the  Garden's  c 
sports  arena  once  stood.  For  fo 
\ears,  the  Garden  has  failed  to 
diice  an\one  to  either  acquire  or  c 
velop  the  \  acant  site.  Why?  The  la  j 
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seems  too  expensive  for  apartments, 
and  the  neighborhood  is  too  rvm- 
dowTi  for  ofiRces.  Once  developed,  of 
course,  the  land  may  become  a  bo- 
nanza. But  where  is  the  develop- 
ment money?  Until  it  is  forthcoming, 
the  Garden  must  shell  out  more  than 
$1  million  a  \ear  to  co\er  existing 
mortgages  and  taxes. 

Now  run  \our  finger  down  the  list 
of  Manhattan's  biggest  owners,  at 
right.  Gone  are  the  family  names  syn- 
onvmous  with  real  estate  riches.  The 
Astors,  Kennedys  and  others  have  long 
since  weighed  the  risks  of  owning 
costlv  urban  real  estate  and  have  dis- 
posed of  huge  chunks. 

In  part,  tlieir  places  in  the  owner- 
ship sweepstakes  have  been  taken  by 
saNvv  financial  institutions,  builders 
and  real  estate  operators.  But  also  in 
part  bv  such  financially  strapped 
giants  as  the  utilities,  Columbia  Uni- 
versity, the  Catholic  Church  and  the 
City,  who  are  forced  by  circumstances 
to  own  more  of  Manhattan  tiian  the\ 
really  want. 

The  figures  are  correct.  They  were 
compiled   by   Jack   Hill,   president   of 
the  Real  Estate  Directory  Co.,  checked 
and  rechecked  b\   Forbes.  Those  un- 
wealth\    giants   own   land   and   bu'ld- 
ings  worth  billions,  all  right.  But  like 
the    Garden's    block,    their    properties 
carrv    high    prices     (and    tax    assess- 
Sments)   based  largely  on  their  potcn- 
\tial.  In   the  fix   the  City  is  in   t()da\ , 
I  that  potential  is  illusory  at  best.  Mean- 
while,   the    properties    yield    little    or 
DO  rental  income. 

So   what   good    are    they?   Con    Ed 
No.  Three  in  Manhattan  ownership) 
owns  acres  of  land  earmarked  for  util- 
ity   faclities;    Columbia     (No.    II    in 
ownership)    owns    thousands    of    low- 
rent  apartments   for   its   students   and 
faculty;    the    Catholic    Church     (No. 
19)     owns     St.     Patrick's     Cathedral, 
'hich  costs  $2,000  a  day  to  maintain, 
ihjs  expensive  schools,  convents  and 
lalf -deserted  churches;   and   the  City 
)wns  beautiful  but  burdensome  Cen- 
xaT"  Park    and    thousands    of    ghetto 
iwellings    that    owners    and    tenants 
ave  abandoned.  Investors  who  once 
It    secure    owning    "a    nice    piece 
if  income-producing  property  "—apart- 
eat  or  commercial  buildings  in  de- 
lying   areas— have   found   that   what 
hey  really  owned  was  a  nice  fat  lia- 
lility.  Hence  the  thousands  of  aban- 
oned  buildings  throughout  the  city. 
So  much  for  the  Monopoly  myth. 

The  AstOT  Fortune 

The  fact  that  billion-dollar  real 
ite  is  falhng,  like  overripe  fruit, 
to  weak  and  reluctant  hands  has  na- 
onwide  implications.  New  York  isn't 
ique.  What  happens  there  today  is 
peated  in  Denver  tomorrow. 
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Of  course,  there  was  a  time  when 
alert  investors  made  fortunes  snap- 
ping up  land  in  the  path  of  Manhat- 
tan's inevitable  growth.  But  the  more 
recent  real  estate  fortunes  have  been 
won  by  a  different  breed,  the  develop- 
ers. But  developing  is  a  different  busi- 
ness from  mere  landholding.  To  see 
how  the  odds  have  shifted  against  the 
landholder,  let's  trace  the  Astor  fam- 
ily's real  estate  fortune. 

John  Jacob  Astor,  sick  and  frail  at 
age  80,  died  in  1848  while  feeding  at 
a  wet  nurse's  breast  and  complaining 
about  his  one  in\'estment  error.  "Could 
I  begin  again,"  said  the  miser  in  his 


thick  German  accent,  "I  would  buy 
every  foot  of  land  on  Manhattan."  As 
it  was,  he  had  come  close  enough  to 
doing  just  that  to  become  America's 
first  multimillionaire. 

During  his  last  20  years,  the  fur 
trader  invested  his  life's  fortune  in  the 
open  land  north  of  Manhattan's  de- 
veloped tip.  He  bought  by  the  acre. 
As  the  city  doubled  in  size  every  ten 
years,  he  leased  to  eager  builders  by 
the  lot.   He  rarely  sold  anything. 

By  1848  the  property  he  had 
bought  for  $2  million  was  worth  $20 
million.  His  son,  in  turn,  increased  the 
holdings  to  $80  million  by  1875.  And 


Manhattan's  Top  25  Owners 


Down  at  City  Hall  are  rows  of 
books  that  list  over  18,000  Man- 
hattan real  estate  owners.  But  rank- 
ing the  biggest  isn't  simple. 

Aside  from  the  obvious  fact  that 
real  estate  is  bought  and  sold  ev- 
erv  dav,  there  is  the  basic  ques- 
tion of  what  constitutes  owner- 
ship. Usually  one  company  owns 
a  building  and  the  land  under- 
neath it.  But  there  are  complicated 
exceptions,  like  the  Empire  State 
Building.  Prudential  Insurance  Co. 
has  legal  title  to  the  land  and  the 
structure.  However,  it  has  leased 
the  102-story  building  long-term  to 
a  syndicate  headed  by  investor 
Lawrence  Wien.  That  syndicate,  in 
turn,  awarded  an  operating  lease 
to  another  company,  owned  jointly 
bv  Wien  and  Harry  Helmsley.  So 
who  owns  the  Empire  State? 

Forbes   reasons  that  all  three  do, 


because  ownership  is  inseparable 
from  effective  control.  All  three 
own  or  control  the  building.  By  fol- 
lowing that  principle,  Forbes 
traced  the  holdings  of  50  major 
owners.  Then  we  added  dollar  val- 
ues to  rank  the  biggest  25.  Here, 
we  chose  a  universal  yardstick— the 
latest  available  city  tax  assessments 
(mostly  1970-71  figures).  The  first 
column  at  the  right  of  the  25  names 
below  is  for  the  assessed  land  val- 
ues; the  second  column  lists  the 
total  assessment  of  the  land  and 
buildings.  But  there  was  one  more 
hurdle.  For  tax  purposes,  the  city 
assesses  real  estate  at  only  58%  of 
its  true  value.  That  is,  a  vacant  lot 
assessed  at  $58  would  sell  at  $100. 
So  we  added  two  columns  of  fig- 
ures, adjusted  upward  to  reflect  the 
true  market  value. 
Simple,  isn't  it? 


Appraised  Value 

Land  Total 

(millions) 


1.  New  York  City 

2.  New  York  Telephone 

3.  Consolidated  Edison 

4.  Penn  Central 

5.  NYC  Housing  Authority 


Port  of  New  York  Authority 

7.  Uris  Buildings  Corp. 

8.  Goldman  &  DiLorenzo 

9.  Metropolitan  Life 

10.  Lawrence  Wien 

Tl.  Columbia  University 

12.  Prudential  Insurance 

13.  Harry  Helmsley 

14.  Rockefeller  Center 

15.  U.S.  Government 


$1,408.0 

18.9 

354 

250.4 

88.7 

150.0 
109.7 
181.3 
123.6 
132.4 


$3,343.0 

1,056.8 

950.5 

719.3 

594.4 


Market  Value 

Land  Total 

(millions) 

"$M27.6 


32.5 

61.0 

431.7 

152.9 


$5,763.8 
1,822.0 
1,638.8 
1,240.2 
1,024.8 


573.7 
398.4 
386.7 
383.8 
336.7 


99.2 
121.2 
119.3 
116.9 

93.9 


325.1 
305.8 
302.5 
279.1 
258.8 


258.6 
189.1 
312.6 
213.1 
228.3^ 

17lX 

209.0 

205.7 

201.6 

161.9 


16.  Samuel  Rudin 

17.  Equitable  Life 

18.  Tishman  Realty  &  Construction 

19.  Catholic  Church 

■  20.  Chase  Manhattan 

21.  Bankers  Trust 

22.  Atlas  &  McGrath 

23.  New  York  State 

24.  First  Nat'l  City  Bank 

25.  Alcoa 


54.0 
62.0 
43.0 
68.1 
51.2 

57.4 
32.0 
23.0 
41.0 
28.4 


215.0 
209.5 
194.0 
189.4 
189.0 


93.1 
106.9 
741.4 
117.4 

88.2 


128.8 
126.5 
126.0 
125.1 
124.9 


99.0 
55.2 
39.7 
70.7 
49.0 


989.1 
686.9 
666.7 
661.7 
580.5 

160.5 
527.2 
521.6 
481.2 
446.2 


370.7 
361.2 
334.5 
326.6 
291.4 

222.1 
218.1 
217.2 
215.7 
215.3 


t 
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Wall  Street  boomed  for  gen- 
erations as  modern  buildings 
replaced  fhese  homes  of  the 
1870s.  But  today  office  build- 
ers fear  the  area   is  overbuilt. 


.2^.. 


SO  it  went.  At  their  peak  in  the  1920s, 
the  Astors  owned  the  land  between 
53rd  and  57th  streets  from  Broadway 
to  the  Hudson  River  and  most  of 
today's  theater  district,  among  other 
parcels.  All  told,  the  family's  real 
estate  was  reportedly  worth  $450 
million,  and  earned  $30  million  a  year. 

Even  by  the  1950s,  the  British  As- 
tors and  Commander  Vincent  Astor  of 
New  York  still  held  the  St.  James 
Theater,  the  St.  Regis  Hotel  and  oth- 
er valuable  property.  But  holding 
wasn't  enough  any  more.  New  40- 
and  50-story  structures  were  needed 
to  outstrip  raising  costs  and  taxes.  So 
in  a  complete  turnabout  from  John 
Jacob's  day,  the  developer  now  had 
the  upper  hand.  And  neither  branch 
of  the  family  had  the  will  or  the 
resources  to  join  in  the  developer's 
risky  game. 

The  Commander,  who  spent  many 
afternoons  drinking  martinis  from  wa- 
ter glasses  on  his  265-foot  yacht,  tried 
briefly  to  build  a  Park  Avenue  office 
as  a  monument  to  himself.  But  he 
couldn't  secure  financing,  and  finally 
he  sold  the  excavated  53rd  Street 
site  to  the  First  National  City  Bank 
at  a  loss.  He  died  childless,  shortly 
after,  in  1959.  Today  his  third  and 
last  wife  controls  one  final  piece  of 
Manhattan  property,  the  co-op  suite 
where  she  lives. 

The  British  Astors,  on  the  other  hand 
were  content  to  keep  their  property 
in  City  Bank  trusts  until  1962,  when 
Britain  literally  made  it  unprofitable 
for  them  to  get  caught  dead  with 
U.S.  real  estate.  Since  then,  they  have 
disposed  of  their  controlling  positions 
in  $500  million  worth  of  Manhattan. 
The  clan  is  now  down  to  four  prop- 
erties, worth  less  than  $6  million. 

Getting  Locked  In 

In  this  modern  day  of  reluctant 
ownership,  Manhattan's  major  prop- 
erty holders  can  be  split  into  three 
groups.  First,  there  are  the  institu- 
tions, like  the  City  of  New  York,  the 
Cathofic  Church  and  Columbia,  that 
are  locked  into  the  island.  Second, 
there  are  assorted  real  estate  pros, 
who  still  seem  able  to  make  a  buck 
there.  And  finally,  there  are  big  hold- 
ers like  Penn  Central  (No.  Four  in 
ownership)  who  are  still  earning  re- 
turns on  properties  that  have  Httle 
prospect  for  growth. 

The  City  itself  leads  the  land- 
locked list  with  property  worth  near- 
ly $6  billion,  though  it  is  assessed  at 
onlv  $3.3  billion.  {See  box  on  owner- 
sliip  and  value,  p.  25.)  Naturally 
enough,  it  owns  schools,  police  sta- 
tions and  manv  other  governmental 
facilities.  But  that's  only  part  of  its 
portfolio.  Since  the  mid-Fifties,  its 
holdings     have     been     inflated     with 


thousands  of  abandoned  slum  build- 
ings. To  date,  the  City  owns  13,000 
abandoned  properties  in  the  five  bor- 
oughs, plus  another  13,000  acquired 
via  condemnation  for  proposed  pub- 
lic improvements,  such  as  schools,  fire 
stations  and  the  like. 

The  City  is  already  its  own  worst 
slumlord,  and  the  fun  may  have  just 
begun.  Under  a  new  law,  the  City 
must  take  title  to  any  property  that 
.  falls  three  years  behind  on  its  taxes. 
'(The  old  law  was  four  years.)  "We 
expect  to  be  picking  up  more  prop- 
erties," says  a  city  official,  with  clas- 
sic understatement.  In  Manhattan 
alone,  21,438  of  the  48,000  proper- 
ties are  in  arrears,  or  at  least  one- 
third  of  the  way  into  city  hands. 


Drawing 
by    Whitney 
Darrow  Jr.,  (r" 
1956  The  New  Yorker 
Magazine.  Inc. 

"Someday,   my   boy,  all  this  will 
belong    fo   William    Zecleendorf." 

As  the  parcels  come  in  the  back 
door,  the  City  tries  to  sell  them  out 
the  front  at  six  annual  public  auc- 
tions. But  most  of  the  blighted  real 
estate  isn't  purchased  for  the  same 
reason  that  it  was  abandoned.  It  isn't 
economical.  To  make  matters  worse, 
only  500  of  the  13,000  abandoned 
properties  are  available  for  auction. 
The  other  12,500  are  being  "studied" 
by  various  bureaucrats  and  politicos 
for  possible  city  use.  Some  of  those 
"studies"  began  five  years  ago. 

"A  few  borough  presidents  would 
rather  see  the  City  own  a  dwelling 
than  a  slumlord,"  says  a  city  official. 
"We  treat  the  tenants  better.  So  the 
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BOLTS 

A  major  part  of  our 
operation  today  is  devoted 
toward  providing  for 
tomorrow's  electric 
energy  requirements  in 
the  Middle  South- 
Arkansas,  Louisiana  and 
Mississippi.  For  example, 
the  Middle  South  Utilities 
System  companies  are 
constructing  or  have 
made  commitments  to 
construct,  new  generating 
units  with  combined 
capability  of  nearly 
7  million  kilowatts— 
almost  doubling  our 
present  generating 
capability.  In  the  next 
four  years  nearly 
$1  billion  will  be  expended 
for  construction  of  these 
new  generating  units  and 
related  facilities. 
Tomorrow  is  always  on 
today's  agenda  in  the 
Middle  South.  We  plan 
long  so  we  won't  come 
up  short.  For  more 
information,  write: 
Middle  South, 
Box  61 000,  New  Orleans, 
Louisiana  70160. 


m 


MIDDLE  SOUTH  UTILITIES,  INC. 

ARKANSAS  POWER  &  LIGHT  COMPANY  LOUISIAN  \  POWER  &  LIGHT  COMPANY 
MISSISSIPPI  POWER  &  LIGHT  COMPANY   NEW  ORL^.ANS  PUBUC  SERVICE  INC 


Virtual  memory  is  th 
RCAs  new  computer 


Virtual  memory.  A  lot  of  people  are  talking  about  it,  asking 
for  it,  and  getting  it. 

But  not  with  an  IBM  370.  They  don't  have  it. 

RCA  has  it.  We've  had  it  working  for  some  time  now.  Working 
so  well  we  put  it  in  our  new  computers.  RCA  3  and  RCA  7. 

RCA  pioneered  in  virtual  memory.  But  what  does  that 


> 


Viriua!  memory  makes  a  computer  work  as  though  its  memor^ 
were  uniiriited. 

Which  means  it's  hard  to  outgrow.  And  one  of  the  main  reaso  J 
most  360  users  have  to  move  to  larger,  more  expensive  computersj 
is  thai  they  outgrow  memory. 


end  of  the  future, 
ave  it.  IBM's  doiit. 


1  RCA  computer  with  virtual  memory  can  do  the  work 
a  larger  IBM  computer  with  regular  memory. 

And  work  on  more  kinds  of  things.  You  can  do  regular  batch 
)s  at  your  computer  site,  pipe  work  in  from  across  the  country, 
d  put  your  people  on  time  sharing  terminals— all  simultaneously. 

With  all  that  capacity,  our  vir-tual  memory  RCA  3  and 
A  7  are  highly  efficient. 

Manyregular  memory  systems  get  bound  up  by  lack  of  memory 
d  so  don't  work  at  full  efficiency. 

J'/o  of  the  orders  for  our  new  RCA  series  are  for  computers 
^h  virtual  memory. 

It's  practical  right  now.  RCA  3  is  about  half  the  price  of  any 
.  vious  virtual  memory  system. 

RCA7  is  equal  to  or  better  than  IBM's  regular  memory 
155  in  price/performance,  and  has  sophisticated  time  sharing 
^abilities  the  155  doesn't  have. 

Virtual  memory  is  the  future  of  the  w^  g^  mm 

oiputer  business.  A  lot  of  people  already     I  mmV^I 
led  it.  So  we're  making  it.  For  you.  Now.         COMPUTERS 


politicians  put  a  hold  on  the  proper- 
ty." Meanwhile,  those  Cit\'-o\\'necl— 
and  therefore  tax-exempt— bnildings 
are  costing  New  York  untold  millions. 

Oddiv  enough,  the  Catholic  Church, 
which  hasn't  added  a  parish  in  Man- 
hattan since  1955,  is  in  a  similar  jam. 
The  middle  class  flight  to  suburbia 
and  increased  costs  ha\'e  left  the 
Catholics  with  a  number  of  half-de- 
serted churches  and  prohibitively  ex- 
pensive schools.  Yet,  whenever  the 
Archdiocese  of  New  York  moves  to 
close  one  of  its  buildings,  "all  hell 
breaks  loose,"  as  one  priest  put  it.  The 
Archdiocese  did  shut  down  a  small 
church  earlier  this  year,  but  not  be- 
fore its  feistv  priest  went  on  TV  to 
.shake  his  fist  at  the  decision.  And 
even  after  a  facility  is  closed,  there  is 
no  guarantee  that  it  can  be  sold,  let 
alone  at  a  good  price.  Who  wants  an 
old  church  in  a  fringe  neighborhood? 

To  round  out  its  dismal  Manhattan 
holdings,  the  Chinch  owns  exactly 
one  commercial  building;  The  Sperrv 
&  Hutchinson  Building  on  Madison 
Avenue  and  42nd  Street.  And  the 
deal,  arranged  b)'  the  Church's  long- 
time broker,  is  a  stinker.  "I  was  going 
to  buy  it,"  sa\  s  real  estate  man  Harrv 
Helmsley  (No.  13  in  ownership), 
"but  when  I  saw  the  numbers,  I  ran. 
There  is  no  wav  for  the  Church  to 
come  out  in  good  shape  on  that  lease 
for  20  \ears." 

■'As  a  matter  of  policy,"  says  a  con- 
trite Monsignor  Joseph  P.  Murphy, 
the  Archdiocese's  monev  man,  "we 
should  not  own  such  buildings.  We 
aren't  real  estate  investors.  Whenever 
we  inherit  commercial  buildings  from 
our  parishioners,  we  look  to  dispose 
of  them  as  soon  as  possible." 

James  Collin,  who  has  just  finished 
a  financial  book  on  the  Church,  says: 
"From  a  public  relations  standpoint, 
the  Church  can't  afford  to  be  a  rich 
landlord.  From  a  practical  view,  it's 
an  incompetent  landlord.  Ever  talk  to 
a  priest  about  real  estate?" 

Which  explains  why  the  Church's 
Manhattan  real  estate,  asses.sed  at 
$189  million  in  1970,  is  more  of  a 
liability  than  an  asset. 

At  first  glance,  Cohunbia  Uni\er- 
sity  seems  in  better  shape.  At  least 
there  have  been  recurring  rumors  that 
it  would  soon  desert  its  troubled 
campus  near  Harlem  and  mo\e  out 
of  the  city.  But  Treasurer  William 
Bloor,  who  controls  the  uni\ersit\'s  fi- 
nances with  an  iron  hand,  sa\s  flat- 
ly: "We  can't  mo\e.  There  are  no 
buyers  for  our  expensi\e  economic 
plant— our  campus  and  housing  facil- 
ities. We  are  locked  into  Manhattan." 

In  all,  the  university  is  locked  in 
with  holdings  that  stretch  from  one 
tip  of  the  island  to  the  other.  How 
did    a    struggling    private    university 


The  Unsmiling  Astors  were  never  satisfied.  Old  John  Jacob  died 
in  1848  complaining  that  he  didn't  own  all  of  Manhattan.  And  100 
years  later  Vincent  died  complaining  that  he  owned  too  much.  Why? 
The  city  stopped  booming,   and  owning  its  land  ceased   being   fun. 


Penn  Avenue  is  what  Park  Avenue  ought  to  be  called.  The  Penn 
Central's  predecessors  bought  land  on  both  sides  of  the  street  for  its 
tracks  in  the  1870s  and  80s.  Then  it  encouraged  a  wave  of  develop- 
ment in  the  1920s  and  another  in  the  50s.  These  photos,  taken  from 
52nd  Street  looking  south,  show  the  avenue  in  1920  (above)  and  today. 
The   bankrupt   railroad   still  owns   virtually   all   the   land   shown    in   sight. 
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amass  real  estate  assessed  at  more  than 
S300  million?  Therein  lies  a  bitter- 
sweet tale. 

During  the  War  of  1812,  when  Co- 
lumbia was  located  on  one  of  the 
two  \\'all  Street  blocks  that  it  owns 
todav,  the  destitute  college  begged 
New  York  State  for  S40.000.  Instead, 
it  recei\ed  a  botanical  garden  in  the 
wilderness  that  was  renting  for  8125 
a  \ear.  Trustees  cursed  the  worth- 
less land  for  \ears.  But  steadily,  as 
the  city  grew,  the  land  multiplied  in 
value.  Columbia  sold  a  chunk  to  fi- 
nance its  move  to  midtown  and  an- 
other when  it  bought  its  present  site 
near  Harlem  in  the  1890s.  Still  leases 
on  the  remaining  12  acres  continued 
to  throw  off  8300,000  a  \ear  from  the 
lS80s  on.  But  that  seemed  to  be  about 
the  peak.  B\-  the  1920s,  the  area  was 
populated  primarily  with  speakeasies 
and  brothels. 

Then  along  came  John  D.  Rocke- 
feller Jr.  early  in  1929  full  of  boom- 
time  plans.  He  leased  the  land  into  the 
21st  century— at  more  than  $3  million 
a  year— and  built  his  Rockefeller  Cen- 
ter on  it.  To  date,  the  botanical  gar- 
den at  48th  to  .51st  streets,  between 
Fifth  and  Sixth  avenues,  has  vield- 
ed  Columbia  more  than  8234  million. 
Its  current  income  runs  to  some  $4 
million  a  year. 

So  much  for  the  sweet  part  of  the 
tale.  The  bitterness  began  in  the 
1950s,  as  Negroes  moved  into  the  low- 
rent  apartments  around  Columbia's 
uptown  campus.  According  to  Bloor, 
the  school  reacted  bv  bu\  ing  hvm- 
dreds  of  the  buildings  to  prevent  the 
formation  of  a  slum  and  to  provide 
housing  for  its  expanding  number  of 
students  and  teachers.  That  confron- 
tation between  communitv  and  collece 
was  an  underhing  factor  in  the  1968 
Columbia  riots. 

And  now  there  is  new  controversy. 
Columbia,  under  the  urging  of  Trus- 
tee Percy  Uris,  bought  two  building 
sites  in  \\'all  Street  in  1966  as  an  in- 
vestment. One  was  sold  to  builder 
William  Kaufman  at  a  handsome  prof- 
it! And  the  second,  at  111  Wall 
Street,  was  leased  in  1967  at  a  rela- 
tively low  figure  of  $400,000  a  year 
to  another  office  builder— none  other 
than  Percy  Uris'  Uris  Buildings  Corp. 
(No.  Seven  in  ownership).  It  would 
seem  that  Columbia  may  have  used 
its  resources  to  warehouse  land  for 
Uris'  publicly  held  company  through 
this  deal. 

Bloor  dismisses  such  talk:  "I've 
heard  all  this  crap  about  Percv  for 
years.  He  could  have  done  the 
Wall  Street  deal  by  himself.  But  he 
guided  us  into  it  because  he  saw  a 
chance  for  Columbia  to  make  a  prof- 
't.  I  wish  we  had  more  trustees  like 
lini.  He  has  done  a  lot  for  Columbia." 


^*<^^Eni3k4b. 


There  is  little  doubt  that  he  has. 
But  the  question  is,  what  has  Colum- 
bia d(jne  for  him? 

Nothing  To  Build 

Okay,  so  some  of  the  big  owners 
are  having  their  difficulties.  But  surely 
others  are  making  good  money,  aren't 
they?  Why  else  would  insurance  com- 
panies, builders  and  real  estate  opera- 
tors own  so  much  in  Manhattan? 

True  enough.  The  real  estate  pros 
are  making  money.  However,  even 
among  them  the  trend  is  away  from 
New  York.  Take  the  insurance  com- 
panies on  the  owners'  list.  They  have 
controlling  interests  in  property  worth 
$1.5  billion.  However,  a  check  of 
Jack  Hill's  real  estate  records  shows 
.that  they  acquired  only  10%  since 
1963.  Why?  There  must  be  more 
money  to  be  made  elsewhere.  The 
Prudential  Insurance  Co.  advertises 
its  ownership  of  the  prestigious  Em- 
pire State  Building,  but  it  isn't  crow- 


Profifless  Parcels  like  fhese  fhree 
are  all  too  common  in  Manhattan. 
The  City  owns  Central  Park  and 
the  empty  apartment  house.  Co- 
lumbia University  owns  the  rock, 
which  is  assessed  at  about  $8,000. 


ing  about  its  7%  return  on  the  $46- 
million  investment. 

The  developers  constructed  their 
stake  in  Manhattan  brick  by  brick,  by 
building  apartments,  hotels  and  mas- 
sive offices.  But  the  odds  are  again.st 
new  buildings  today.  Rent-stabiliza- 
tion laws,  which  limit  an  owner's  prof- 
its, have  killed  apartment  construc- 
tion. Hotels  are  nearly  half  empty. 
And  the  office  market  is  vastly  over- 
built, especially  since  major  compa- 
nies continue  to  leave  town  en  masse. 

"During  the  last  20  years,"  says 
real  estate  operator  Henry  Hart  Rice, 
"more  money  has  been  lost  than  made 
in  New  York  real  estate.  In  fact, 
there  are  only  two  areas— \Vall  Street 
and  the  East  Side  around  midtown— 
where  monev  was  not  lost." 

With  that  kind  of  talk  going 
around,  it's  easy  to  get  pessimistic. 
Perhaps  New  York  will  cease  to  be  a 
viable  economic  center,  and  its  land 
values  will  shrivel  up.   After  all,  the 
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City  itself  reduced  the  total  assessed 
valuation  of  large  sections  of  the 
Bronx  and  Brooklyn  this  year  for  the 
first  time  in  years. 

But,  there  are  some  sharp  real  es- 
tate men  who  seem  capable  of  mak- 
ing a  buck  in  a  sick  city.  Harrv 
Helmsley,  who  has  a  hand  in  15%  of 
the  city's  offices,  often  slices  himself 
into  a  building  purchase  by  taking  a 
commission  for  arranging  the  deal,  a 
fee  to  manage  the  building  and  an- 
other fee  to  keep  it  cleaned.  Beyond 
that,  he  often  gets  a  controlling  in- 
terest without  putting  up  a  cent  of 
his  own.  The  money  comes  from  a  se- 
lect circle  of  partners,  all  New  York- 
ers who  can  write  $l-million  checks 
without  frowning.  That  system  has 
given  Helmsley,  a  Quaker,  and  his 
25  partners  control  of  such  New  York 
landmarks  as  Tudor  City,  the  new 
Park  Lane  Hotel  and  the  Graybar  and 
Lincoln  buildings. 

Next  to  Helmsley,  Manhattan's  oth- 
er dominant  operators  are  Sol  Gold- 
man and  Ale.x  DiLorenzo  |r.  (No. 
Eight  in  ownership).  In  1955  the  pair 
moved  into  Manhattan  from  Brook- 
Ivn's  Red  Hook  section  and  began  to 
buy  real  estate,  borrow  on  wliat  they 
had  just  bought  and  then  buy  more. 
Today  they  own  310  Manhattan  par- 
cels worth  more  than  $600  million, 
another  300  in  the  other  boroughs 
and  400  more  nationwide. 

Such  rapid  success  in  a  difficult 
business  sparked  a  series  of  nasty  ru- 
mors, which  Federal  Biueau  of  Inves- 
tigation and  Internal  Revenue  Service 
investigations  proved  groundless.  The 
probes,   however,   have   left   the   pair 


rather  aloof  from  competitors  and  the 
press.  In  a  business  where  everybody 
knows  where  the  big  shots  usually  eat 
breakfast,  Goldman  and  DiLorenzo 
are  considered  mystery  men.  How-.- 
ever,  Goldman,  a  tough-talking  for- 
mer grocer,  agreed  to  talk  with 
Forbes  about  the  team's  successful 
investment  strategy. 

Most  investors  concentrate  on  one 
type  of  building.  Goldman  and  Di- 
Lorenzo own  every  imaginable  struc- 
ture, from  the  choice  Chrysler  and 
FBI  buildings  to  gutted  Harlem 
stores  and  ramshackle  West  Side 
warehouses.  But  the  properties  are 
in  balance.  The  run-down  parcels' 
depreciation  shelters  the  prime  of- 
fice's income.  And  there  is  a  further 
twist.  They  don't  buy  any  old  loser; 
they  buy  location. 

"It  took  us  ten  years  to  buy  the 
land  between  48th  and  49th  streets 
on  Lexington  Avenue,"  says  Goldman. 
"But  we  just  leased  it  to  some  big 
builders,    including    Arlen    Properties 


Surprise  Owners.  Few  people  re- 
alize that  utilities  like  Consolidated 
Edison  and  New  York  Telephone 
own  real  estate  and  rights-of-way  in 
Manhattan  that  are  worth  billions. 
Or  that,  despite  some  impressive 
cathedrals  and  universities,  the 
Catholic  Church  is  not  today  a  ma- 
jor owner  of  New  York  City  property. 


and  Tishman  Realty  6f  Construction. 
We've  got  them  all  on  the  hook." 

He  adds:  "We  like  to  own  the  cor- 
ner lot,  because  then  you  control  the 
whole  block.  We  did  that  on  the 
West  Side,  and  when  it's  rebuilt  we 
will  have  plenty  of  building  sites  to 
sell.  And  like  the  West  Side,  we  also 
think  Harlem  has  a  future." 

Undoubtedly,  he  thinks  all  of  Man- 
hattan has  a  future,  because  he  and 
DiLorenzo  own  something  on  virtually 
"every  block.  One  can  imagine  that 
if  old  John  Jacob  Astor  were  around 
today,  he  might  be  buying  land 
that  way  too.  Or  perhaps,  having 
weighed  the  risks,  he  might  be  put- 
ting his  money  into  long-term  bonds, 
like  his  heirs. 

Billion-Dollar  Trinltets 

One  last  myth  about  Manhattan 
real  estate  deserves  to  be  exploded. 
Every  school  kid  knows  that  crafty 
Peter  Minuit  put  one  over  on  the 
Manhattoes  Indians  in  1626  by  buy- 
ing their  island  for  $24  worth  of  doo- 
dads. But,  Salomon  Bros.'  Sidney 
Homer,  author  of  The  Historij  of  In- 
terest Rates,  provides  figures  that 
show  that  the  Indians  got  the  best 
of  the  deal.  Had  they  taken  a  boat  to 
Holland,  invested  the  $24  in  Dutch 
securities  returning  6%  per  year  and 
kept  the  money  invested  at  6%,  they 
would  now  have  $13  billion.  With  that 
sum,  thev  could  buy  back  all  the 
land  on  the  island,  and  still  have  $4 
billion  left  for  trinkets.  Or  the  Indi- 
ans could  keep  the  money  invested  at 
6%,  so  it  could  continue  yielding  $780 
million  a  year— without  the  risk  of  do- 
ing business  amid  urban  decay. 

Ths  question  isn't  who  owns  New 
York.   It's  who   the  hell  wants  to? 
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The  Pleasure  IVinciple 

4s  long  as  you're  going 
to  spend  the  money  for 
a  good  scotch,  why  not 
spend  a  little  more 
and  get  a  great  scotch. 
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jto  Components:  '"] 

»veloping  anti-smog  exhaust  systems. 


'ihipbuilding: 
jumboizing  of  tankers. 


griculture/ 
md  Development; 
iriifting  vegetables 
id  fruits. 


Pipelining: 

patrolling  by  helicopter  and  submarine. 


Chemicals: 
forming  furniture 
from  foam. 


Good  ideas  helped  us 
grow  into  one  of  America's 
largest  companies. 

Even  better  ideas  help 
keep  us  growing. 


We  prefer  to  innovate  rather  than  emulate.  To  use 
imagination  rather  than  precedent.  To  break  new 
ground  instead  of  treading  old  trails. 

And,  as  a  result,  we  have  grown  to  over  $4.3 
billion  in  assets.  And  to  over  $2.5  billion  in  annual  sales. 
In  just  27  short  years. 

But  we've  been  around  enough  to  know  that 
a  good  way  to  keep  on  growing  is  to  keep  on  coming 
up  with  better  ideas.  Which  is  just  what  we're  doing. 
And  in  many  areos: 

Auto  Components:  Our  Walker  Manufacturing 
Company  is  working  with  new  car  manufacturers 
on  exhaust  system  hardware  to  minimize  auto  pollution. 
With  1  5  years  of  research  and  32  patents,  we  have 
broad  experience  and  capability  in  the  area. 

Sh/pbu)7d/ng:  Our  Newport  News  Shipbuilding, 
the  world's  largest  private  shipyard,  converts  ordinary 
tankers  into  giants.  That's  "Jumboizing"— and  we  coined 
the  word  and  pioneered  the  technique.  Case  in  point: 
SS  Baltimore  Trader,  an  800-foot  jumbo  tanker  created 
at  a  saving  of  time  and  money  by  joining  a  new 
625-foot  forebody  to  an  existing  stern. 

Agriculture/ Land  Development:  Our 
Heggblade-Marguleas-Tenneco  agricultural  company 
has  found  a  way  to  bring  you  naturally  ripened  fruits 
and  vegetables  under  the  Sun  Giant*  label.  This  is  made 
possible  through  faster  processing  and  shipping 
(including  jet  express). 

Pipelining:  Our  Tennessee  Gas  Transmission 
Company  keeps  constant  check  on  our  1 5,290  miles  of 


land  and  undersea  pipeline.  On  land:  by  helicopter 
patrols.  Undersea:  by  special  submarines  that  enable 
divers  to  exit,  check  the  line,  and  return. 

Chemicals:  OurTenneco  Chemicals,  Inc.,  is 
using  a  cold-mold  process  to  create  furniture  out  of 
urethane  foam.  Frames— even  a  complete  chair- 
can  be  molded  in  one  piece.  Significance:  more 
economy  and  greater  design  flexibility  for  the  home 
furnishings  industry. 

Construction/ Farm  Equipment:  Our  J.  I.  Case 
Company  has  developed  new  machines  to  handle 
concrete  more  efficiently.  And  at  lower  cost.  Case 
Hydra  Placer  pumping  systems  deliver  concrete  to 
heights  of  20  stories  or  more. 

Packaging:  Our  Packaging  Corporation  of 
America  has  introduced  a  unique  line  of  storage  units. 
Although  they  look  like  furniture,  they're  made  of 
corrugated.  The  idea:  to  provide  attractive  functional 
storage  at  low  cost. 

Oil:  Our  Tenneco  Oil  Company  is  injecting 
super-heated  steam  to  rejuvenate  dormant  oil  wells. 
Through  this  thermal  recovery  process,  we  have  made 
more  than  800  wells  productive  again.  Thereby  helping 
alleviate  America's  energy  shortage. 

We  have  found  that  Tenneco  ideas  like  these 
make  excellent  building  material.  They're  the  kind  of 
ideas  that  have  helped  us  build— and  keep  on  building. 
Tenneco  Inc.,  Houston,  Texas  77001 . 


BUILDING  BUSINESSES  IS  OUR  BUSINESS.   LTE^NECO 
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The  Case 

of  the 

Pig  in  the  Po/ce 

In  which  Forbes'  own 
Sherlock  Holmes  de- 
ciphers a  myste- 
rious   advertisement. 


22 IB,  Baker  Street 

London,  W.  1 

15  May  1971 

My  Dear  Watson: 

It  was  child's  play  to  unravel  the 
mystery  of  The  New  York  Times  ad- 
vertisement, in  which  a  Swiss  bank 
asked  for  bids  for  dear  Sir  Arthur's 
estate.  Nevertheless,  I  am  grateful  to 
you  for  sending  me  the  advertisement, 
for,  in  the  course  of  discovering  what 
lay  behind  it,  I  suddenly  realized  a 
dismaying  fact,  which  I  must  hasten 
to  rectify: 

Professor  Moriarty  has  outwitted 
me  again.  I  was  mistaken  in  thinking 
him  dead.  The  man  is  not  only  alive 
but,  with  characteristic  insolence, 
living  only  a  short  cab  ride  from  Baker 
Street.  Naturally,  he's  hving  under  a 
pseudonym.  He  now  calls  himself  In- 
land Revenue. 

How  did  I  deduce  this?  Elementary, 
my  dear  Watson. 

As  I  studied  the  advertisement,  I 
remembered  that  shortly  after  Sir 
Arthur  died  in  1930,  his  son,  Adrian 
Conan  Doyle,  departed  for  the  Con- 
tinent. When  I  asked  him  why  he 
was  leaving,  he  muttered  a  name, 
"Inland  Revenue."  I  was  too  preoc- 
cupied then  with  the  affair  of  The 
Cat  That  Didn't  Bark  to  give  the  mat- 
ter another  thought,  but  I  now  real- 
ized that  in  Adrian's  parting  remark 
must  lie  the  solution  of  the  mystery. 

Who  is  Inland  Revenue?  I  tele- 
phoned several  acquaintances.  As  soon 


FIDES  Union  Fiduciaire 
lObis,  rue  du  Vieux-College 
1211  Geneva  3 
Switzerland 

as  the  Trustee  of  the  Sir  Arthur  C 
intention  to  offer  for  sale  by  tender  the  ass< 
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THE  ESTATE 

OF  THE  LATE 

SIR  ARTHUR  CONAN  DOYLE 

CREATOR  OF  SHERLOCK  HOLMES 

couipvisinj;  certain  valuable  copyrights,  togetlier  with  the  benefit  of  certain 
contracts,  film,  broadcasting  and  television  rights. 

Interested  parties  who  wish  to  tender  should  deliver  their  offer  in  writing 
together  with  a  cheque  of  banker's  draft  representing  2^0  of  the  total  amount 
of  the  offer  by  way  of  deposit  in  a  plain  sealed  envelope  to  the  above  ad- 
dress, clearly  marked  as  follows:  "Fides,  Trustee  of  the  Sir  Arthur  Conan 
Doyle  Estate  (tender)."  Remittances  should  be  made  out  in  favour  of  the 
Trustee.  The  Trustee  is  not  bound  to  accept  the  highest,  or  any  offer. 
Offers  must  *je  received  not  later  than  4' p.m.  on  May  7,  1971.  Each  person 
tendering  will  be  notified  in  'writing  of  the  result  not  later  than  May  21, 
1971,  when  unsuccessful  applicants  will  have  their  deposit  returned.  It  is  a 
condition  of  the  tender  that  strict  compliance  with  the  terms  of  the  offer 
must  be  adhered  to.  Persons  wishing  to  tender  may  inspect  the  Trust  Docu- 
ments by  prior  appointment  with  the  Estate's  secretary,  Ouai  Turrettini  3, 
1201  Geneva  Switzerland,  telephone:  Geneva  32  82  47,  between  the  hours 
of  10  a.m.  and  4  p.m.  up  to  the  time  the  offer  closes. 
Geneva,  April  1st,  1971 
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as  I  mentioned  the  name,  the  phone 
started  crackling  with  expletives:  "ra- 
pacious .  .  .  grasping  .  .  .  fiendish  .  .  . 
merciless."  I  finally  managed  to  calm 
one  informant  down  enough  to  learn 
that  Inland  Revenue  is  Her  Majesty's 
tax  collector. 

Further  inquiries  revealed  that 
Switzerland  is  a  tax  haven.  Now  every- 
thing became  clear.  I  have  never 
heard  expletives  like  the  above  uttered 
by  anyone  except  the  victims  of  Pro- 
fessor Moriarty.  Ergo,  Inland  Revenue 
and  Professor  Moriarty  must  be  one. 
Clearly,  Adrian,  knowing  this  and 
fearing  that  Moriarty  would  revenge 
himself  on  the  son  for  the  writings  of 
his  father,  fled  to  a  place  which  offers 
refuge  from  all  tax  collectors. 

The  rest  of  the  story  will  prove  of 
little  interest  to  anyone  except  a  man 
with  several  million  pounds  to  invest. 

Safely  in  Geneva,  Adrian  set  up  a 
trust  with  himself  and  FIDES  Union 
Fiduciaire.  This  trust  contains  the 
copyright  on  all  Sir  Arthur's  books 
"together  with  the  benefit  of  certain 
contracts,  film,  broadcasting  and  tele- 
vision rights."  Among  the  latter  are  a 
10%  interest  in  the  Billy  Wilder  film. 
The  Private  Life  of  Sherloek  Holmes, 
and  an  80%  interest  in  three  film  com- 
panies: Sir  Nigel  Films  London,  Sir 
Nigel  Films  International  in  Vaduz 
and  Sir  Nigel  Films  Zug.  \'aduz  and 


Zug,  I  am  told,  are  well  known  to  men 
in  flight  from  tax  collectors. 

Adrian  died  on  3  June  1970.  Ac- 
cording to  Miss  Irene  Gillies,  secre- 
tary of  the  estate,  FIDES  is  putting 
the  estate  up  for  auction  because  the 
other  three  beneficiaries  are  too  scat- 
tered to  enable  the  bank  to  administer 
it  efficiently.  They  include  Sir  Arthur's 
daughter.  Lady  Jean  Bromet,  who 
lives  in  London;  Mrs.  Nina  Harwood, 
the  widow  of  Sir  Arthur's  son  Dennis, 
who  lives  in  Paris;  and  Mrs.  Anna 
Conan  Doyle,  Adrian's  widow,  who 
lives  in  Switzerland. 

Mrs.  Harwood  is  contesting  the  de- 
cision of  FIDES  to  auction  off  the 
estate.  If  you  remember  the  advertise- 
ment, the  bank  is  asking  people  to 
make  tender  offers  for  what  Americans 
call  "a  pig  in  a  poke."  They  have  no 
way  of  knowing  precisely  what  the 
estate  contains.  NIrs.  Harwood's  solici- 
tor, Walter  Wigglesworth,  says  that, 
because  of  this,  those  answering  the 
advertisement  are  likely  to  underbid. 

I  am  sure  I  could  find  out  precisely! 
what  the  estate  contains,  but  I  have 
no  time  for  that.  My  hansom  awaits. 
I  must  be  off  to  warn  the  Queen 
against  the  man  whom  she  now  knows 
as  Inland  Re\'enue. 

As  ever, 
H. 

FORBES,  JUNE  1,  1971 


XEROX  AND  TELECOPIER   ARE   REGISTERED   TRADEMARKS   OF  XEROX  CORPORATION. 


Now  you 
as 


n  exchange  pictures 
asily  as  words. 


You  and  a  Xerox  Telecopier  can.  It's  the  instant 
office  messenger  that  sends  or  receives  letters, 
charts  or  diagrams  between  any  two  telephones  in 
the  country.  At  the  same  speed  and  with  just  as 
little  effort  as  talking  by  phone. 

All  you  do  is  get  the  other  party  on  the  line.  Then 
slip  your  message  into  the  Telecopier  and  put  your 
phone  in  the  Telecopier  cradle.  In  four  minutes  or 
less  an  exact  copy  rolls  out  of  the  Telecopier  at  the 
other  end  of  the  line.  You're  ready  to  exchange 
more  pictures,  or  words. 

That's  a  lot  faster  than  waiting  for  order  confir- 
mations by  mail.  Or  waiting  a  few  days  to  talk  about 
a  design  change,  because  you  don't  have  the  design 
in  front  of  you. 

Also,  by  sending  or  receiving  exact  copies  with 
a  Telecopier  transceiver,  there's  no  time  wasted 
transcribing  information  or  tracing  errors  that  can 
occur  with  other  methods. 

By  exchanging  documents  over  the  telephone 
you'll  be  making  decisions  and  doing  business  while 
your  competition  is  still  talking  about  it.  The  cost  for 
keeping  that  far  ahead?  Less  than  two  dollars  a  day. 
For  complete  details  call  the  Xerox  office  nearest  you. 


\pmur~- 


XEROX. 


Here  is  a  lifetime  business  opportunity 
with  exciting  PROFIT  POTENTIAL. 

The  "knowledge  Industry"  today 
accounts  for  about  30%  of  the  G.N.P.  We 
are  a  pioneer  and  leader  In  this  Industry. 
Our  International,  publicly  held  company 
serves  individuals,  companies  of  all  sizes. 
Industry,  and  municipal  governments  with 
programs  and  courses  on  leadership  and 
management  development,  personal  moti- 
vation, sales  training,  and  individual  and 
family  achievement. 

We  provide  complete  training  and  an 
exciting  incentive  and  awards  program. 
Sales,  management,  engineering,  and 
business  leadership  backgrounds  desired. 

For  information,  write: 

Success  Motivation  Institute,  Inc. 


Paul  J.  Meyer,  President 

Dept.    F8S6.1 

5000  Lakewood  Drive 
Waco,  Texas  76710 
Phone;  817  752-9711 


Revaluation 

LTV  was  built  on  leverage;  but  now  the 
leverage  is  being  sacrificed  for  solvency. 


phelps 
dadgB 

143rd    CONSECUTIVE 
QUARTERLY    DIVIDEND 

The  ^oard  of  Direcfors  of 
Phelps  Dodge  Corporof/on  has 
declared  a  regular  quarierly 
dividend  of  Sl'Ai  per  share  on 
Us  capital  stock,  payable  June 
10,  1971,  to  stockholders  of 
record  at  the  close  of  business 
on  May  21,  1971. 

R.   D.   BARNHART, 

Treasurer. 
New  Yorfc,  N.  Y. 
r^ay  5,  1971 


OWN  A  PROFITABLE 


yk 


DELUXE  CAMPGROUND 

Become  a  successful  member  of  KOA,  the 
largest  international  system  of  deluxe,  family 
campgrounds.  Cash  in  on  the  booming  lei- 
sure/recreation business.  Over  50  million 
Americans  are  camping!  Modei^t  investment 
brings  instant  cash-flovir  and  str  onq  earnings. 
National  publicity  and  adverti  Ing.  Proven 
operating  methods.  Choice  sites  ^fill  avail- 
able. For  free  information  oi  no  obligation, 
write:  Kampqrounds  of  America,  Inc.,  P.O. 
Box  1138-F,  Billings,  Montana  59103. 


James  J.  Ling  had  a  great  concept, 
or  so  it  seemed  at  the"  time:  Replace 
common  stock  with  debt.  That  wav 
)'ou  leveraged  vour  remaining  equity 
and  increased  earnings  per  share. 

Thus  when  LTV  bought  control  of 
big  companies  like  Wilson  &  Co.,  Jones 
&  Laughlin  and  BranifF  Airways,  it 
paid  mostly  in  bonds  and  debentures. 
When  Jim  Ling  was  in  his  hevda\\ 
Ling-Temco-\'ought  had  consolidat- 
ed sales  of  some  $3.5  billion  and  onlv 
4  million  shares  of  common  stock. 
But  the  total  debt  was  staggering: 
over  $1.5  billion,  of  which  parent 
LTV  had  $700  million,  for  a  debt-to- 
capital  ratio  of  nearl\-  90%. 

Now  the  parent  LT\"  is  trying  to 
go  the  other  wav  and  turn  some  of 
the  debt  back  into  equity.  Hence  the 
exchange  ofiFer  made  last  month 
through  Lehman  Brothers  and  Gold- 
man, Sachs.  LT\'  is  offering  to  swap 
6  million  of  its  own  common  shares 
plus  up  to  6  million  of  its  Braniff  Air- 
ways shares  for  up  to  $300  million  of 
LT\^'s  5%  debentures. 

LT\',  clearl),  wants  to  get  off  its 
back  $L5  million  a  vear  (pretax)  in 
interest  payments;  since  none  of  the 
common  stocks  pays  cli\'idends,  nor 
has  a  nearby  prospect,  such  an  ex- 
change would  help  alleviate  LT\"s 
current  cash  squeeze. 

But  why  should  bondholders  swap 
interest-pa\ing  debentures  for  non- 
dividend-pa\ing  and  highl\-  specula- 
tive common?  The  company  hopes 
they  will  be  attracted  bv  an  exchange 
]iackage  with  a  higher  market  \alue 
than  the  debentures.  The  offer  is  for 
two  shares  of  LTV  common  ($21  re- 
centK  )  and  two  shares  of  BranifF 
($12)  for  each  $100  debenture.  This 
would  be  about  $65  worth  of  common 
stock  for  debentures  that  sold  recently 
at  S58  and  that  sold  earlier  this  \ear 
for  as  litde  as  $30. 

Will  the  debenture  holders  take 
the  deal?  Much  depends  on  the  price 
of  \JY\  common.  It  had  been  ex- 
tremeh  strong  for  awhile,  rising  fr  m 
S15  to  $27  in  little  over  two  months. 
So  much  so  that  founder  James  J. 
Ling  was  able  to  unload  432.0()() 
shares  last  month  at  21%  (most  of  the 
proceeds  reportedh  going  to  pa\'  off 
personal  bank  loans  secured  b\  the 
stock).  But  if  LTV  common  should 
drop  sharply,  which  it  has  recently, 
many  debentvne  holders  might  hold 
back— although  the  company  would 
still  probabK^  garner  some  debentures, 
those  purchased  bv  professional  ar- 
bitrageurs who  then  hedged  by  short 


sales    of    BranifF    and    LT\'  commonr. 

If  all  the  debentures  were  to  be 
tendered,  parent  LTV's  balance  sheet 
woitld  look  a  good  deal  better,  with 
debt  down  from  $700  million  to  un- 
der $350  million  and  common  equity 
capital  up  from  $180  million  to  some 
$300  million.  However,  the  effect  on 
the  common  capitalization  would  be 
block-busting.  The  shares  outstand- 
ing would  jump  from  around  4  mil- 
lion to  10  million  and  much  of  the 
le\'erage— one  of  the  things  that  made 
the  stock  attractive  to  begin  with— 
would  be  gone;  the  original  leverage 
has  already  been  sharply  reduced  by 
LTV's  sale  of  many  of  its  assets.  More- 
over, bondholders  who  took  the  ex- 
change offer  with  an  eve  toward  tak- 
ing a  profit  might  find  it  hard  to  sell 
their  shares  at  an\thing  like  the  cur- 
rent price.  "The  exit,"  says  one  Wall 
Streeter,  "might  get  awfully  crowded." 

One  big  question  mark  is  Dallas 
multimillionaire  Tro\-  Post.  He  report- 
edly holds  at  least  $50  million  worth 
of  the  debentures.  He  got  them  when 
he  sold  control  of  Greatamerica  Corp. 
to  LT\'.  Will  Post  tender  all  or  part 
of  his  income-producing  debentures 
for  nondividend-pa\ing  common?  Or 
will  he  stick  with  the  debentines, 
happy  that  his  interest  income  will  be 
safer  for  the  reduction  of  interest  pay- 
ments from  a  partial  exchange? 

Onl\  the  brokerage  houses  are  sure 
to  like  the  deal,  because  the\'  can  make 
commissions  three  wa\s— from  buying 
the  bonds,  shorting  the  common  stock 
and  covering  the  short  sale. 

In  an\'  e\ent  LT\"s  problems  are 
far  from  o\'er.  The  hard-to-get  pre- 
liminary prospectus  for  the  exchange 
offer  runs  to  an  astounding  170  pages, 
but  it  contains  one  \ery  succinct 
statement:  ".  .  .  the  extent  to  which 
these  efforts  .  .  .  w  ill  ameliorate  LT\''s 
cash  flow  problem  is  uncertain,  and  no 
assurances  can  be  gi\  en  that  the  prob- 
lem will  be  cured  e\en  if  the  ex- 
change offer  is  completely  accepted." 
With  no  dividends  in  prospect  from 
J&L,  LTV  could  ha\e  trouble  meet- 
ing e\en  the  reduced  interest  charges 
from  its  existing  cash  flow.  The  com- 
pain  has  recentK-  managed  to  keep 
going  bv  .selling  off  assets— that  is, 
living  off  capital. 

What  does  it  all  pro\  e?  That  a  corn- 
pans,  no  matter  how  cleverly  capital- 
ized, can  be  no  stronger  than  its  un- 
derlying businesses.  And  that  all  the 
bookkeeping  in  the  world  is  no  sub- 
stitute for  the  solid  jangle  of  a  real 
cash  flow.  ■ 
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Lone  Star  Cement  Corporation 
Has  Grown  Into 
Lone  Star  Industries 


e've  been  growing  so  fast  we've  had  to  change 
our  nanne.  We  didn't  really  have  to.  of  course.  But 
v/e  felt  that  with  our  new  diversification  and  growth 
activities,  our  former  name  was  inadequate  to 
express  accurately  our  total  scope. 

Up  until  about  ten  years  ago,  all  of  our  business 
was  cement  and  directly  related  products.  There's 
been  a  big  change  .  . . 

Building  upon  this  strong,  stable  base.  Lone  Star 
is  now  in  a  period  of  accelerated  growth.  Within 
just  the  last  two  years,  we  have  diversified  into 
home  furnishings,  real  estate,  land  development, 


recreational  and  home-improvement  products. 
And  we  have  continued  to  further  our  services  to 
the  building  and  heavy  construction  industry  with 
an  ever-widening  range  of  manufactured  and 
mined  materials.  In  fact,  more  than  half  of  Lone 
Star's  annual  sales  are  now  in  construction  prod- 
ucts other  than  cement. 

This  kind  of  healthy  growth  results  from  the  skillful 
management  of  our  many  resources.  That's  one 
thing  we  don't  plan  to  change.  Lone  Star  In- 
dustries, Inc.,  One  Greenwich  Plaza,  Greenwich, 
Conn.  06830. 


The  Old 


The  New 
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Up  from  the  Ashes 


The  famous  Fokkers  of  World  VJar  I  are  now  museum  pieces, 
but    the    company    that    made    them    is    very    much    alive. 


Snoopy,  the  droopy-eared  dog  in 
Charles  Schulz'  comic  strip  "Peanuts," 
is  a  dog  with  a  dream.  He  dreams 
he  is  a  World  War  I  ace  in  a  dog- 
fight with  the  Red  Baron. 

Snoopv  is  a  figment  of  Schulz' 
imagination,  but  there  was  a  Red 
Baron— Baron  Manfred  von  Richtho- 
fen,  Germany's  greatest  squadron  lead- 
er, as  renowned  for  his  chivalry  as  for 
his  skill  and  daring.  He  flew  a  Fokker. 

Today,  Fokkers  are  still  flying  all 
over  the  world.  The  company  that 
Tonv  Fokker  founded  in  1912  should 
be  named  Phoenix  Aircraft  because  it 
arose  from  the  ashes  of  World  War  1 
and  then  World  Wiw  II.  Actually,  lo- 
cated outside  Amsterdam,  it  is  called 
the  Roval  Netherlands  Aircraft  Fac- 
tories Fokker. 

As  aerospace  companies  go,  Fok- 
ker is  a  midget,  with  sales  of  slightly 
over    $100    million.    But    where    the 


aerospace  giants  have  been  known  to 
lose  half  a  billion  dollars  on  a  single 
plane,  Fokker  makes  a  profit  year  in 
and  year  out.  Its  earnings  in  1968 
(the  last  year  before  a  major  merger) 
amounted  to  7%  of  sales.  They  have 
slumped  a  bit  since,  but  only  a  bit. 
Recently  Frits  Diepen,  a  member  of 
the  three-man  board  that  runs  the 
company,  was  asked:  "When  did 
you  last  go  into  the  red?"  He  thought 
a  while.  "Perhaps  it  was  m  1954?  No, 
mavbe  it  was  back  in  1948." 

Fokker  makes  a  profit  for  two  rea- 
sons. First,  it  counts  pennies  To  il- 
lustrate. Fokker's  head  office  near 
Amsterdam's  Schiphol  Aiiport  has  no 
elevator;  Diepen  climbs  six  flights  of 
stairs  to  his  desk.  Fokker  considers 
elevators  an  extravagance. 

Second,  Fokker  has  a  plane,  the 
F-27,  that  fills  a  unique  need.  It's  a 
workhorse  specifically  designed  to  re- 


place the  fabled  DC-3  on  short  and 
medium  hauls.  Fokker  introduced 
the  plane,  the  world's  first  twm  turbo- 
prop, 13  years  ago  It  has  been  turn- 
ing out  two  or  three,  sometimes  four 
a  month  ever  since.  So  far  it  has  sold 
372  for  a  total  of  $400  million.  In 
the  U.S.,  Fairchild  Hiller  builds  the 
F-27  under  license,  which  has  brought 
Fokker  a  nice  guilder,  too. 

The  customers  are  the  scores  of 
small  airlines  around  the  world  that 
'pouldn't  use  a  747  or  a  DC-10  even 
if  they  could  afford  one.  The\^  include 
such  unfamiliar  names  as  Royal  Ne- 
pal Airlines,  Trans  Mar  de  Cortes,  and 
Turk  Hava  Yollari.  They  may  order 
a  couple  of  planes  at  a  time.  It's  not 
the  sort  of  business  to  excite  a  Lock- 
heed or  a  Boeing,  and  that  gives  Fok- 
ker a  clear  field. 

On  the  strength  of  the  F-27,  Fok- 
ker recently  was  able  to  negotiate  a 
merger  with  \TW,  a  principal  Ger- 
man aircraft  manufacturer  with  sales 
of  about  $150  million.  Fokker  also 
has  formed  a  partnership  with 
France's  Dassault  to  run  SABCA,  a 
{Continued  on  page  47) 


The  Real  Flying  Dutchman 


U.S.     AIRCR.\FT     BUILDERS     who     gO 

broke  or  nearly  so  on  a  business  of 
billions  could  take  a  leaf  from  Fok- 
ker's book:  Once  the  world's  big- 
gest, most  flamboyant  plane  maker, 
it  learned  to  live  in  modest  but 
comfortable  circumstances. 

It  was  not  always  so  The  found- 
ing Fokker  was  as  colorful  and 
prodigal  as  his  successors  are  pru- 
dent and  calculating.  Christened 
Anthon\'  Herman  Gerard  Fokker, 
Tonv  Fokker  was  born  in  Java  in 
1890,  the  son  of  a  well-to-do  Dutch 
coffee  planter.  But  he  never  got 
over  the  shock  of  being  transplant- 
ed back  to  Holland  at  age  four: 
Almost  from  the  beginning  he  re- 
belled against  the  discipline  of 
school,  preferring  instead  to  tinker 
with  mechanical  toys  in  his  work- 
shop and,  later,  boats  and,  ulti- 
matel\%  airplanes.  (He  is  shown 
below  in  his  original  "Spin"  model.) 

Having  set  up  his  aircraft  fac- 
tory in  Geimanv  because  the  Ger- 
mans gave  him  orders,  Tonv  Fok- 
ker became  famous  during  World 
War  I  through  building  3,350 
planes  for  the  German  Air  Force 
by  the  time  he  was  28.  After  the 
war  he  returned  to  Holland,  and 
soon  became  the  world's  foremost 
commercial  plane  builder. 

For  example,  in  the  U.S.  Fok- 
ker opened  plants  in  New  Jersey 
and  West  \'irginia.  Over  40%  of 
American  airline  planes  in  the  late 


Twenties  were  Fokkers.  Admiral 
Richard  Byrd's  historic  flight  over 
the  North  Pole  was  in  a  Fokker. 
The  Southern  Cross,  first  plane  to 
cross  the  Pacific,  was  a  Fokker. 

Fokker  was  a  shrewd  publicist. 
When  Admiral  Byrd  flew  across 
the  North  Pole,  Fokker  made  sure 
that  the  Fokker  name  was  sten- 
ciled in  large  letters  on  the  plane 
so  that  every  photograph  would 
display  the  Fokker  name. 

In  1929  General  Motors  Corp. 
acquired  40%  of  the  shares  of  Fok- 
ker Aircraft  Corp.,  the  U.S.  com- 
pany At  first  Fokker,  who  became 
the  company's  $50,000-a-year  tech- 
nical director,  was  delighted.  But 
friction  began  to  develop.  No 
new  models  were  developed.  Fok- 
ker wanted  to  stay  with  a  compos- 
ite frame  while  others  advised 
switching  to  steel.  In  1930  the  com- 
pany's name  was  changed  to  Gen- 
eral Aviation  Corp. 

Then,  on  Mar.  31,  1931,  a 
TWA-operated  Fokker  crashed,  kil- 
ling   se%en     passengers     including 


football  coach  Knute  Rockne  All 
Fokkers  were  grounded  for  two 
weeks— another  blow  to  the  pres- 
tige of  the  name.  Meanwhile  the 
Depression  was  taking  its  toll,  as 
inventories  swelled.  In  1934  Gen- 
eral Aviation  went  into  liquidation. 

Fokker  himself  died  in  1939  at 
49  in  a  New  York  City  hospital, 
still  wealthy  but  apparently  lone- 
ly, discouraged  and  beginning  to 
doubt  the  life  he  had  committed 
only  to  planes.  His  two  marriages 
and  several  love  affairs  ended,  he 
wrote,  "really  because  I  thought 
there  was  nothing  more  important 
than  mv  aeroplanes  .  I  suppose 
I  was  too  self -centered  " 

But  General  A\iation  did  not 
die  In  1934  it  moved  to  California, 
and  became  the  manufacturing 
division  of  a  small  West  Coast  com- 
pany. It's  name:  North  American 
Aviation,  predecessor  of  today's 
North  American  Rockwell.  Nor  did 
the  parent  company  die.  It  is  {sec 
storij)  alne  and  well  and  living  in 
the  Netherlands 
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Boron  von  Richfhofen 

(Continued  front  /w^c  40) 
Belgian  aircraft  company.  Out  of  this 
nia\  some  dav  come  a  sizable  Euro- 
pean aircraft  group,  but  it  will  ha\e 
strong  U.S.  interests  in  it:  Fokker's 
stockholders  include  Northrop,  which 
holds  20%,  while  United  Aircraft  is  a 


The  Red  Baron  flew  World  War  I  Fokkers  like  these. 


Fokker's  future  in  commercial  aviation  rides  on  its  new  F-28  fanjet. 


26%  stockholder  of  \FW. 

Meanwhile,  Fokker  is  betting  on  a 

new  short-haul  fanjet,  the  Fellow- 
F-28,  priced  at  about  $3  mil- 
to  keep  its  profits  flowing.  Or- 
for  the  F-28  have  been  slow— 
30  so  far— and  a  licensing  deal 


ship 
lion, 
ders 
only 


with  Fairchikl  Hiller  fell  through; 
but  the  F-27  also  started  off  slug- 
gishly, and  Diepen  insists  he's  not 
worried.  "We'll  have  15  years  of  pro- 
duction at  the  rate  of  two  a  month," 
he  says.  "That's  360  planes.  And  our 
break-even  point  is  under  200."       ■ 


Get  Out  of  Town  Fast 

In  Omaha-Southeast  Nebraska  you're  on  your  way  before 
you  know  it.  Your  goods  are,  too' 

144  truck  lines  with  service  to  every  community  in  the  country 

6  major  airlines  tly  to  all  major  markets  or  either  coast 

in  2V2  hours  or  less. 

3  river  barge  lines  with  connections  to  the 

Gulf  or  the  St.  Lawrence  Seaway. 

8  railroads  on  the  most  direct  mid-continental 

route  to  the  East  or  West  Coast. 

2  major  interstates-80  and  29 -crisscross  in 

Omaha.  You  couldn't  ask  for  anything  better. 


Relocate  in  Omaha.  You'll  be  smack-dab 
the  middle  of  everything. 


in 


Omaha  Public  Power  District 

Area  Development  Department  •  1623  Harney  Street 

Omaha,  Nebraska  68102  •  (402)  341-3100  Ext.  292 


Area  Development  Department,  OPPD,  ™* 

1623  Harney  Street,  Omaha,  Nebraska  68102. 

/  would  like  information  on  Omaha-Southeast 
Nebraska.    In    strictest    confidence,  of  course. 
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Abetter  quality  of  lifebegins  with  agood  house. 

Before  you  buy  one  of 
the  millions  of  houses  to  be 
built  during  the  seventies, 
here's  what  you  should 
know  about  patios. 


Concrete  is  becoming  one  of  our 
most  popular  patio  materials.  It's 
versatile,  fast,  durable  and 
inexpensive.  Of  course,  your  job 
has  its  own  variables  and  must  be 
planned  accordingly,  using  the 
advice  of  local  dealers  or 
contractors  familiar  with  the 
conditions  of  the  particular  job. 
But  whether  you  do  it  yourself  or 
use  a  contractor,  here  are  some 
general  hints  that  can  improve 
your  results. 

SOME  CONCRETE  FACTS 

Concrete  is  a  mixture  of  portland 
cement,  sand,  aggregate  (gravel 
or  crushed  stone)  and  water.  A 
chemical  reaction  between  the 
cement  and  water  binds  the 
ingredients  together  to  form  a 
dense,  rock-like  concrete.  If  your 
climate  will  subject  the  patio  to 
freezing  and  thawing,  use 
air-entrained  concrete.  It  has  a 
chemical  that  traps  millions  of 
tiny  air  bubbles  in  the  slab, 
enabling  it  to  better  withstand 
the  elements. 

If  you're  building  your  own 
patio,  you're  usually  better  off 
buying  ready-mixed  concrete 
from  a  local  dealer.  If  you  don't 
want  to  build  it  yourself,  find  a 
small  contractor  with  a  reputation 
for  quality  and  dependability. 
Tell  him  what  you  want  and  ask 
his  advice. 


PREPARING  AND 
PLACING  CONCRETE 

Excess  water  collecting  under 
concrete  can  buckle  and  crack  it. 
So  if  you  live  in  a  wet  climate, 
drainage  is  important.  Water 
may  be  drawn  away  by  drain 
pipes  under  the  center  or  around 
the  edges  of  your  patio  area.  The 
pipes  should  lead  to  a  natural 
drainage  point,  such  as  a  sewer. 
If  you  think  you'll  be  needing 
an  electrical  outlet  on  your  patio, 
now's  the  time  to  lay  a  conduit 
under  the  concrete  surface. 
Plastic  piping  at  least  IV'2"  in 
diameter  is  especially  suitable. 


Walks  and  patios  should  slope 
gently  away  from  the  house  at 
about  Ys"  per  foot  (check  the 
slope  with  a  spirit  level) .  If  soil 
is  porous  or  sandy,  and  drainage 
good,  new  walks  or  patios  can  be 
laid  directly  on  the  ground.  For 
construction  on  clay  or  compact 
soil,  particularly  where  frost  is  a 
problem,  a  base  of  crushed  stone 
is  recommended. 

Mark  off  the  area  for  the  walk  or 
patio.  Remove  all  sod  or  soil  at  the 
desired  depth.  Grade,  level  and 
tamp  the  area  to  provide  a  firm 
base.  A  form  may  be  constructed 
by  staking  2"  or  4"  header 


Illustration  1 


boards  firmly  in  place  using  any 
straight  grain  wood.  Coating  the 
forms  with  grease  or  oil  will 
prevent  the  concrete  from 
sticking  to  them  and  eliminate 
moisture  absorption  which  could 
cause  the  form  to  warp.  Be  sure 
the  subbase  is  moist  to  avoid 
absorption  of  water  from  the 
concrete.  Expansion  joints 
should  be  placed  at  least  every  20 
feet  in  either  direction  to  reduce 
the  chances  of  cracking. 

The  best  time  of  day  to  place 
concrete  is  early  morning.  Avoid 
hot,  dry  days  or  freezing  weather, 
and  never  place  concrete  over 
frozen  soil.  As  the  batch  is 
poured,  push  it  into  place  with  a 


shovel.  When  the  concrete  fills 
the  form,  screed  the  surface  with 
a  straight  board  (see  Illustration 
1 ) .  Then  smooth  irregularities 
with  a  wood  float.  Avoid  working 
the  concrete  too  much  at  this  stage. 

FINISHING  OFF 

Choosing  a  surface  finish  or 
texture  pattern  for  your  concrete 
gives  you  a  chance  to  use  your 
own  taste  and  judgment.  There 
are  dozens  of  finishing 
techniques,  so  ask  your  ready-mix 
concrete  supplier  how  to  achieve 
the  desired  effect. 


CURING  THE 
COMMON  SLAB 

Proper  curing  is  probably  the 
most  neglected  step  in  placing 
concrete.  Yet  it's  one  of  the  most 


important.  Because  concrete  that 
loses  its  moisture  too  quickly  also 
loses  much  of  its  strength,  you 
must  protect  it  from  drying  too 
rapidly.  Over  the  finished  surface 
spread  a  layer  of  sand, 
polyethylene  film,  straw,  burlap 
or  canvas  and  keep  it 
continuously  damp  for  at  least 
a  week. 


***** 


Flintkote  originally  earned  its 
reputation  as  the  maker  of 
roofing  materials.  But  now  we 
also  make  products  for  the  entire 
house— including  the  backyard. 
For  garden  patios  and  walks,  for 
example,  Flintkote  makes  a 
variety  of  portland  cements, 
crushed  stone  and  gravel 
aggregates,  ready-mixed  concrete 
and  dry  concrete  mixes.  Other 
products  that  continue  to 
enhance  the  FLINTKOTE  name 
are  floor  tiles,  gypsum  products, 
insulation,  lime,  coatings, 
adhesives,  paper  packaging 
and  asphalt  paving  products. 
The  Flintkote  Company 
400  Westchester  Avenue 
White  Plains,  New  York  10604 


Nobody's  got  more  products  to  build  with.  FLINTKOTE 
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The  Money  Men 


Things  Are  So  Bad,  They're  Good 


Imagine  yourself  wandering 
around  the  Tower  of  Babel  and. 
suddenly,  you  find  one  man  who 
speaks  English.  A  wonderful  feel- 
ing. Communication  at  last.  That's 
the  wa\'  a  couple  of  Forbes  edi- 
tors felt  last  month  after  several 
rather  lengthv  talks  with  Edward 
M.  Bernstein.  Bernstein  is  the  mon- 
etary expert's  monetary  expert. 
Unlike  most  experts.  howe\er,  he 
relates  theory  to  the  real  world. 

"All  that  is  hurt,"  he  says  sim- 
ply, "is  our  pride."  Bernstein  feels 
that  this  time  the  U.S.  has  gotten 
the  message:  No  longer  will  Eu- 
ropean central  bankers  be  black- 
mailed into  accumulating  U.S. 
dollars  they  don't  want— not  even 
after  the  recent  devaluation.  The 
U.S.  will  be  forced,  willing  or  not, 
to  deal  with  inflation  and  cut  the 
awful  cost  of  the  \'ietnam  war. 

Now  66,  Ed  Bernstein  has  de- 
grees in  economics  from  Chicago 
and  Har\ard,  and  has  taught  at  the 
University  of  North  Carolina.  He 
was  a  key  man  in  the  U.S.  Treas- 
ury during  World  War  II,  the  bril- 
liant research  director  of  the  post- 
war International  Monetar\^  Fund 
and  one  of  the  principal  architects 
of  the  postwar  monetarv  system 
at  the  Bretton  Woods  Conference 
in  1944.  "Retired"  since  1958,  he 
keeps  active  writing  and  consult- 
ing. Do  the  bankers  listen  to  him? 
Well,  60  of  them,  including  those 
in  all  of  the  major  central  banks 
of  the  world,  pav  anvwhere  from 
$1,800  to  $48,000  a 'year  for  his 
semimonthly  research  reports  on 
the  U.S.  economy  and  internation- 
al monetary  matters,  plus  his  bi- 
weeklv  letters,  which  are  less  tech- 
nical but  no  less  expert.  His  clients 
read  him  simply  because  they  re- 
spect his  views. 

This  man  is  optimistic?  When 
the  foreign  banks  timi  up  their 
noses  at  the  once-almighty  dollar? 

Yes,  Bernstein  thinks  things  are 
going  to  get  better  because  they 
are  now  so  bad.  Faced  with  more 
than  a  decade  of  deficits  in  its  bal- 
ance of  payments,  the  U.S.  stalled 
and  temporized.  The  war  in  Viet- 
nam was  more  important  than  in- 
ternational currenc\-  problems.  The 
domestic  economx'  was  much  more 
important.  Did  the  Europeans  ob- 
ject to  having  to  eat  all  those  dol- 
lars?   If    they    refused,    then    the 


whole  stiucture  of  international 
trade  would  collapse,  and  this 
would  hurt  the  Europeans  worse 
than  it  would  hurt  the  U.S.— in 
part  because  it  would  lessen  the 
value  of  the  billions  of  dollars  they 
already  held.  Besides,  \'olkswagens 
would  cost  more  in  the  U.S.  and 
Chevrolets  less  in  Gemiany. 

When  they  stopped  supporting 
the  dollar  early  last  month,  the  Eu- 
ropeans had  finally  cried:  Enough. 
No  more  blackmail,  no  more  ex- 
porting of  our  inflation  by  flooding 
European  banking  sxstems  with 
unneeded  dollar  deposits. 

Says  Bernstein:  The  U.S.  must  fi- 
nally face  up  to  the  problem;  its 
creditors— what  the  European  cen- 
tral banks  are— are  at  the  end  of 
their  patience.  "Recent  events,"  he 
adds,  "mean  simplv  thev  will  refuse 
to  buy  additional  dollars." 

What  happens  now?  Bernstein 
says  restricting  foreign  investment 
by  U.S.  firms  and  U.S.  citizens 
wouldn't  work;  it  would  hurt  the 
balance  of  payments  more  than  it 
would  help.  Raise  interest  rates  at 
home  too,  so  that  the  wandering 
dollars  would  come  flooding  home? 
PoliticalK-  impossible,  sa\s  Bern- 
stein. The  Administration  "cannot 
tighten  present  fiscal  and  mone- 
tar\-  policies,  as  that  would  halt 
the  recovery  of  output  and  em- 
plo)ment  which  is  proceeding  at 
a  very  slow  rate. " 

An  impossible  situation?  No,  savs 
Bernstein.  Merely  a  difficult  one. 
\\'hich  is  wh)'  he's  fairly  optimis- 
tic: The  U.S.  finally  must  face  up 
to  the  difficulties.  His  prescription: 

Step  I:  Save  $2  billion  a  year  by 
ending  the  Vietnam  war,  sooner 
rather  than  later. 

Step  II:  Stop  inflation  so  that 
U.S.  goods  and  services  will  be 
more  salable  abroad  and  foreign 
goods  and  services  less  salable 
here.  Obsious  question:  How  do 
)'ou  do  this  without  throwing  the 
U.S.  back  into  deep  recession? 

This,  sa\s  the  \er\-  logical  Ed- 
ward Bernstein,  is  where  President 
Nixon  must  bite  the  bullet:  "Even 
if  the  Administration  does  not  find 
sufficient  domestic  justification  for 
establishing  a  price  and  wage  re- 
\'iew  board,  it  must  do  so  for  bal- 
ance-of-pa\  ments  reasons."  A  re- 
view lioard,  of  course,  \\  ith  teeth. 

At  this  point,  the  reader  must  be 


Edward  M.  Bernstein 

wondering  how  price  and  wage 
controls,  e\'en  infomial  ones,  can  be 
bullish.  Because,  Bernstein  thinks, 
thev'll  work.  They'll  slow  down  in- 
flation in  a  way  that  tight  mone\ 
alone  didn't  do. 

"I  mean  getting  down  to  an  in- 
flation of,  say,  2%  a  vear  which  is  no 
inflation  at  all."  The  trouble  with 
the  recent  inflation  he  says,  is  that 
it  got  out  of  hand  because  of  \'iet- 
nam.  In  the  early  stages,  profits  and 
prices  were  rising  faster  than 
wages;  the  salaried  man  was  falling 
behind.  Then  he  got  his  back  up 
and  demanded  catch-up  wages, 
which  led  to  catch-up  prices.  At 
the  same  time,  high  interest  rates 
started  squeezing  profits.  Ever\- 
bod\'  was  off  base  and  trying  to 
catch  up.  Confusion.  Strikes.  Re- 
criminations. Dire  predictions. 

That's  what  makes  Bernstein  a 
comforting  man  to  talk  with.  He 
tends  to  feel  that  a  good  many  of 
our  problems  are  surface  problems 
that  don't  go  as  deep  as  the  doom- 
sayers  think.  Of  labor  unrest,  he 
says:  "What  the  working  man  is 
striN-ing  for,  a  better  life,  tne  ability 
to  buv  things  to  make  fife  enjoy- 
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able,  this  is  a  hopeful  thing,  cer- 
tainly.The  trouble  is  that  the  work- 
ing man  has  actually  slipped  in  the 
income  he  takes  home  in  the  last 
fi\  e  \  ears." 

Bernstein  contrasts  the  kind  of 
industrial  strife  we  ha\e  in  the  U.S. 
with  that  in  Britain.  In  Britain,  it  is 
a  kind  of  class  war.  The  working 
cla.sses  are  out  to  get  the  propertied 
classes  for  ancient  emotional  rea- 
sons. In  the  U.S.,  bv  contrast,  the 
demands  are  much  more  rational— 
a  better  style  of  li\  ing  rather  than 
social  revenge. 

Ed  Bernstein  thinks  like  this.  His 
economics  allows  for  the  human 
equation  which  is  missing  from  so 
much  economic  debate. 

Getting  back  to  the  balance  of 
payments,  Bernstein  pooh-poohs 
those  who  urge  an  increase  in  the 
price  of  gold.  What  then  will  re- 
place the  now  partly  discredited 
greenback?  A  new  kind  of  interna- 
tional reserve  currency,  which  will 
be  backed  b\'  gold  and  dollars  and 
special  drawing  rights  from  IMF 
(the  so-called  paper  gold).  The  In- 
ternational Monetary  Fund  would 
control  this  currency.  All  the  mem- 
bers, the  U.S.  included,  would, 
symbolically  at  least,  turn  their  gold 
over  to  the  IMF.  Intemational 
reserve  settlements  would  be  made 
exclusively  in  the  new  currency, 
thereby  freeing  the  world  from  the 
tyranny  of  gold  as  well  as  the 
vagaries  of  the  U.S.  dollar.  This 
would  greatU  stretch  the  usage  of 
the  supply  of  gold,  and  it  would 
enable  everybody  to  settle  accounts 
promptly  in  hard  money. 

Of  course,  it  could  only  if  the 
U.S.  gets  its  international  accounts 
in  balance. 

As  Bernstein  never  tires  of  say- 
ing, the  U.S.  must  do  it  this  time. 
.  Why  now?  Because  this  time  there 
is  no  choice.  "We  have  come,"  he 
says,  "to  the  end  of  the  dominance 
of  the  dollar."  Thus  things  are  go- 
ing to  get  better  precisely  because 
they  have  reached  a  logical  im- 
passe. If  the  world  is  as  rational 
as  Ed  Bernstein  is,  then  he's  almost 
certainly  coiTCct.  But  what  if  the 
leaders  in  unions,  in  business,  in 
government  refuse  to  face  the  facts 
that  are  confronting  them?  Then, 
Bernstein  savs  simply:  "The  Euro- 
peans and  Japanese  will  say,  'No, 
we  don't  want  dollars  anymore.'  " 

Well,  we  hope  Ed  Bemstein  is 
correct  in  thinking  that  it  won't 
come  to  this.  ■ 


New  Issue 


800,000  Shares 

Holiday  Inns,  Inc. 


Common  Stock 


Price  $44.50  Per  Share 


This  announcement  is  not  an  offering.  No  offering  is  made  except  by  a  Prospectus 
fled  with  the  Department  of  Law  of  the  State  of  New  York.  The  Attorney 
General  of  the  State  of  New  York  has  not  passed  on  or  endorsed  the  merits  of 
this  offering.  Copies  of  the  Prospectus  may  he  obtained  in  any  State  from  the 
undersigned  and  others  as   may  lawfully  offer  these  securities  in  such  State. 


Smith,  Barney  &  Co. 

Incorporated 

Equitable  Securities,  Morton  &  Co. 

Incorporated 

Lehman  Brothers 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.      The  First  Boston  Corporation 

Incorporated 

Drexel  Firestone     duPont  Glore  Forgan  Staats     Goldman,  Sachs  &  Co. 

Incorporated  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes  Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co. 


White,  Weld  &  Co. 

April  30,  1971 


Dean  Witter  &  Co. 

Incorporated 


Bache  &  Co. 

Incorporated 


Men  who  must 
make  their 


make  money  read: 

Forbes:  capitalist  tool 
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The  Money  Men 


The  Game  Is  Over 


Has  the  U.S.  tried  to  solve  its 
economic  problems  at  the  expense 
of  Europe's  solvency? 

Put  that  bluntly,  the  question 
obviously  took  Paul  Lichtenberg 
aback.  He  thought  for  a  moment 
or  two,  then  replied:  "Please  un- 
derstand, I  am  not  anti-American 
in  the  least,  but  yes,  I  must  admit, 
the  answer  is  yes."  Thus  did  this 
influential  German  banker  echo 
Edward  Bernstein's  view  (p.  50) 
that  the  Europeans  would  no 
longer  absorb  surplus  U.S.  dollars. 

Lichtenberg  is  a  man  to  listen 
to:  He's  general  manager  of  the 
Commerzbank  in  Frankurt  am 
Main,  Germany's  third-largest  bank. 
More  significant,  he  also  is  the 
principal  man  in  a  banking  com- 
plex that  includes  the  Credit  Lyon- 
nais  of  France  and  the  Banco  di 
Roma  of  Italy.  The  three  banks 
are  not  legally  merged  because  of 
a  legal  dilficultv— the  French  gov- 
ernment owns  Credit  Lyonnais— 
but,  as  Lichtenberg  puts  it:  "We 
act  together;  we  act  as  though  we 
were  legally  merged."  And  there 
are  plans  afoot  to  make  the  present 
complex  part  of  a  large  one  that 
will  embrace  all  western  Europe. 
In  fact,  talks  already  are  under 
way  with  Lloyds  Bank  of  London. 

There  are  more  than  ordinarv 
business  reasons  behind  this  semi- 
merger.  A  good  many  smart  Euro- 
peans frequently  worry  over  the 
power  exerted  over  their  econo- 
mies by  the  U.S.  interests.  Lichten- 
berg said:  "You  have  such  a  pow- 
erful economy  and  such  a  self-suf- 
ficient one  that  you  can  do  anv- 
tnmg  you  want  to,  and  there's 
nothing  we  can  do.  We  are  de- 
fenseless." The  bank  consortium 
has  the  long-range  goal  of  making 
Europe  less  defenseless,  of  speed- 
ing the  development  of  a  true  Eu- 
ropean money  market.  As  Lichten- 
berg politely  explains:  "It  is  our 
intention    through    the    establish- 


ment of  a  viable  Einopean  group 
to  intensify  competition  in  the  in- 
ternational banking  business." 

On  the  subject  of  a  dollar  de- 
valuation, Lichtenberg  talked  about 
the  straw  that  broke  the  camel's 
back.  Among  other  measures  to 
stimulate  the  U.S.  econom\  and 
thereb\  eliminate  unemployment, 
the  U.S.  Federal  Reserve  had  low- 
ered the  prime  rate.  Since,  even 
before  the  Fed's  action,  interest 
rates  in  Emope  were  higher  than 
interest  rates  in  the  U.S.,  "this 
caused  dollars  to  flood  into  Eu- 
rope," he  said.  "We  already  had  a 
terrible  problem  of  inflation.  The 
Fed's  action  made  it  worse. 

"In  order  to  stem  the  flow,  we 
had  to  lower  our  rate  from  6%  to 
5%.  That's  exactlv  the  reverse  of 
what  we  should  be  doing.  We 
should  be  raising  our  interest  rate 
to  6%,  7%,  8%  to  cool  the  economy. 
We  can't.  You  have  so  much  eco- 
nomic power,  we're  helpless." 

We  asked:  "What  reaction  will 
there  be  on  German  foreign  trade 
as  a  result  of  the  re\  aluation?" 

Lichtenberg  replied:  "Because 
export  volume  of  140  billion  DM— 
nearlv  20%  of  the  gross  national 
product— is  expected  this  year,  a 
revaluation  would  naturally  have 
negative  eftects,  especiallv  if  the 
level  which  is  presently  maintained 
on  the  free  currency  market  went 
even  higher.  Mainly  hit  by  a  re- 
valuation would  be— besides  ship- 
yards— \'olkswagen  with  their  high 
U.S.  exports." 

What  happens,  we  asked,  if  the 
U.S.  doesn't  stop  its  balance-of-pa\- 
ments  deficits? 

Lichtenberg  left  no  doubt  that 
the  Europeans  would  no  longer 
accept  the  consequences.  "If  cur- 
rent probems  continue,  there  must 
be  fear  that  European  integration, 
carried  out  in  full  support  of  the 
U.S.,  would  be  affected  bv  strong 
an ti- American  impulses." 

Did  he  consider  the  ciurent 
strategies  which  the  European  na- 
tions carried  out  tliis  past  month 
the  best  solution? 

Lichtenberg  answered:  "I  con- 
sider the  solution  not  very  good. 
Joint  ajiproaclies  would  have  been 
preferable.  I  do  visualize  real 
chances  that  there  will  be  joint 
approaches  once  again  within  the 
next  few  months." 


Lichtenberg    of   Commerzbank 

What  is  the  long-range  solution? 
Lichtenberg  suggested  three: 

•  A  concerted  action  b\'  all  the 
nations  of  the  world  to  revalue  their 
currencies. 

•  A  deci.sion  b\  the  U.S.  to  in- 
crease the  price  of  gold  from  the 
present  $35  an  ounce.  "Until  very 
recentiv,  I  belie\ed  the  price  of 
gold  was  untouchable.  I  now  have 
the  impression  this  is  not  so.  I  am 
not  saving  the  U.S.  will  increa.se 
the  price  of  gold,  but  I'm  no  longer 
sure  it  won't." 

•  .A.  decision  b\-  the  U.S.  to  cre- 
ate two  kinds  of  dollars:  one  for  in- 
ternal use,  one  for  external  use. 
"That  would  be  the  worst  solution. 
It  would  mean  controls,  and  we 
all  want  freer  trade." 

Lichtenberg  thus  confirmed  what 
Bernstein  said:  The  old  game  was 
over.  A  new  one  must  begin.  This     | 
time  the  Americans  wouldn't  write 
all  the  rules.   ■ 
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Fresh  eggs  from  outer  space. 

They're  available  now  in  your  supermarket.  They  look  and  taste  just  like  the  eggs  you 
usually  buy.  But  the  container  holding  thenn  canne  from  somewhere  between  the  earth 
and  the  moon. 

We  entered  the  packaging  business  based  on  our  long  experience  in  manufacturing 
products  ranging  from  missiles  to  space  helmets. 

Along  the  way  we  developed  management  efficiencies  that  could  give  us  a  com- 
petitive edge  in  new  commercial  fields.  So  we  applied  these  talents  and  came  up 
with  a  more  economical  egg  container. 

But  we  didn't  stop  there. 

These  same  aerospace  management  skills  are  being  applied  to  other  profitable 
ventures  For  example;  in  marketing  and  servicing  helicopters.  In  developing  Steam- 
boat Springs  Ski  Resort  into  a  year-around,  recreation  area.  In  operating  over  40 
successful  business  and  technical  schools.  And  even  in  exploring  the  ocean's  floor. 

On  the  way  to  the  moon,  LTV  Aerospace  learned  a  great  deal  about  making  life 
better  here  on  earth. 


VOUGMT  AERONAUTICS  COMPANY  •  VOUGHT  HELICOPTER  INCORPORATED  •  VOUGHT  AIRCRAFT  SERVICES  COMPANY 
VOUGHT  MISSILES  AND  SPACE  COMPANY  •  SERVICE  TECHNOLOGY  CORPORATION  •  LTV  RECREATION  DEVELOPMENT,  INC 
KENTRONMAWAM  LTD  •  LTV  EDUCATION  SYSTEMS  INC  •  INTERNATIONAL  TECHNOVATION,  INC  •  ADVANCED  TECHNOLOGY  CENTER.  INC. 


irowth  opportunity 
or  theVO's 

The  home  fui'nishings  industry. 
Look  for  it  to  be  the  newest  big  industry 
'  1980. 

By  then  our  population  will  near  230  million, 
th  the  largest  growth  in  the  25-34  age  group — 
e  post -World  War  II  baby  boom  grown  to 
aturity  and  creating  a  family  boom  of  its  own. 
Some  27  million  new  housing  units  will  have 
be  built.  And  fui'nished. 

With  family  income  rising  to  $15,000  or  more 
r  better  than  30 '^J  of  all  U.S.  families,  there'll  be 
ore  to  be  spent  on  home  furnishings. 

And  with  population  growth  placing  even 
eater  demands  on  our  basic  resources,  public 
rvices,  living  space  and  privacy,  there'll  be 
:reasing  emphasis  on  improving  the  quality  of 
5  within  the  home. 

At  Simmons— already  the  world's  largest 
oducer  of  home  furnishings— we're  growing  to 
et  the  demand  ahead. 

That's  why  we've  grown  far  beyond  the 
autyrest  mattresses  and  Hide-A-Bed  sofas  for 
ich  you  know  us  best. 

Why  we've  moved  into  living  room  furniture, 
venile  furniture.  Lamps  and  accessories.  Wall 
/Brings  and  drapery  fabrics.  Carpeting. 

And  why  we've  been  a  leader  in  the  contract 
ds  of  health  care,  inkeeping  and  education  with 
'  lines  of  specialty  furniture  and  equipment. 
We're  set  for  a  growth  opportunity  that's 
ting  right  where  you  live. 


Simmons  Company 

Isiic  Divisions  and  Affiliates:   Living  Room  •  Contract  •  Juvenile  Products  •  Hausted  •  Thonet  Industries  •  Greeff  Fabrics  •  Bloomcraft  •  ^^S 

libach  &  Warren  •  Raymor/Richards,  Morganthau  •  Moreddi  •  Selig  •  American  Acceptance  •  Vork-Hoover  •  Elgin  Metal  Casket.  i/S 


Uonal  Operations:  Simmons  Limited,  Canada  •  Simmons  de  Argentina,  S.A.I.C.  •  Simmons  Bedding  Co.,  Pty,  Ltd..  Australia  •  Slcepeezce 
■d,  England  •  Cie.  Continentale  Simmons,  S.A..  France  •  Simmons  Japan  Limited  •  Compama  Simmons,  S.A.  de  C.\  .,  Mexico  •  Simmons, 


luerto  Rico  •  Simmons  de  Venezuela  C.A.,  Venezuela 


second  century 


Making  It 


No  longer  a  glint  in  the  eye  or  pie  in  the  sky,  Comsat  is  now  very  much  a  going  business. 


From  the  day  in  1964  when  the 
Communications  Satellite  Corp.  first 
sold  its  10  million  capital  shares  at 
$20  each,  the  stock  has  seemed  like 
pie  in  the  sky— glamorous  if  you  don't 
\vorr\  too  mucli  about  earnings  and 
dividends.  So  many  grandfathers 
bought  their  grandsons  Comsat  shares 
that  35,000  of  the  125,000  stockhold- 
ers were  kids. 

Comsat  has  now  mo\ed  out  of  the 
Little  League.  As  it  has  placed  more 
sophisticated  communications  satel- 
lites in  orbit  around  the  world,  it  has 
also  started  to  generate  real  earnings. 
Previously,  net  income  was  usually 
chalked  up  to  interest  on  Comsat's 
nest  egg,  $100  million  in  excess  capi- 
tal left  over  from  its  infanc)'.  Last 
year,  however,  overseas  telephone 
calls  increased  45?.  Comsat's  revenues 
whirled  upwards  by  48%  to  $69  mil- 
lion. Earnings  jumped  from  71  cents 
to  $1.75  a  share  and  Comsat  declared 


Competitor?  Hughes  Air- 
craft Co.  built  Intelsat  IV, 
Comsat's  new  satellite.  Hughes 
also  is  bidding  against  Com- 
sat to  run  a  domestic  network, 
but  the  outcome  won't  affect 
Comsat's     overseas     monopoly. 


its  first  dividend.  Some  analysts  called 
Comsat's  outlook  dim .  in  micl-1970, 
but  the  stock  moved  up  from  30  to  as 
high  as  84  before  falling  back  re- 
cently into  the  7()s. 

During  1964-69,  mutual  funds  and 
other  institutions  had  pla\ed  with 
Comsat  as  one  might  a  Christmas 
bauble,  pushing  the  price  up  and 
down.  But  now  funds  such  as  Chem- 
ical and  American  Growth,  along  with 
bank  trust  departments,  have  bought 
in  seriouslv.  "Comsat  has  an  earnings 
track  record  to  run  on  for  the  first 
time,  and  the  bis;  in\estors  were  im- 
pressed  bv  the  acceleration,"  savs  Ben- 
jamin M.  Rosen,  a  partner  in  Cole- 
man &  Co.,  a  Wall  Street  institutional 
house.  Of  the  7  million  shares  now  in 
public  hands,  Rosen  figures  institu- 
tions hold  2.5  million  to  3  million. 

Comsat  has  always  had  big  share- 
holders along  with  the  grandsons.  But 
thev  were  the  international  common 
carriers,  Comsat's  main  customers, 
who  at  the  outset  got  half  the  stock. 
For  some  time,  however,  they  have 
been  selling  out  just  as  Comsat  was 
coming  alive.  Over  the  years  ITT  has 
disposed  of  all  its  1  million  shares. 
General  Telephone  &  Electronics  shed 
its  350,000  shares  at  45V8  last  Octo- 
ber and  RCA  soon  followed  with  its 
250,000  at  48V2.  The  remaining  big 
carrier,  American  Telephone  &  Tele- 
graph, still  holds  the  biggest  block 
in  Comsat,  29%,  or  2.9  million  shares, 
on  which  it  has  a  paper  profit  of 
some  $150  million.  But  AT&T  is  under 
increasing  pressure,  in  part  from  a 
bill  now  before  Congress,  to  sell  out. 

What  has  become  increasingly  ob- 
vious is  the  natural  conflict  of  inter- 
est when  you're  both  a  big  customer 
and  owner  of  the  shop.  So  the  car- 
riers could  plead  both  good  grace 
and  good— well,  fairly  good— investing 
when  the\'  dumped  their  Comsat 
shares.  By  selling  out,  GT&E,  for  in- 
stance, avoided  ha\'ing  to  float  a  new 
common  stock  issue.  But  the  big  car- 
riers also  missed  the  ride  for  another 
30-point-plus  runup  in  Comsat  stock. 

Comsat  started  out  as  a  quasipublic 
corporation.  It's  now  close  to  acquir- 
ing real  public  status.  The  carriers 
were  able  to  elect  onl\'  three  of  the 
15  directors  (the  President  appoints 
three)  at  the  recent  annual  meeting. 
Comsat's  new  chairman,  Joseph  H. 
McConnell,  proudly  noted  that  the 
newest  director,  Gordon  Edwards, 
chairman  of  Kraftco,  "is  part  of  the 
consumer  industry."  Still,  Comsat 
faces  a  basketful  of  official  bosses. 
One   of   them,    the   79-nation    consor- 
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tium  for  whom  Comsat  manages  the, 
Intelsat  network,  is  likely  in  a  new 
pact  to  make  Comsat  a  minority  force. 

T|ie  biggest  boss  is  the  Federal 
Communications  Commission,  which 
has  often  been  of  two  minds  about 
-Comsat.  It  allowed  AT&T  to  build  a 
fifth  transatlantic  cable  while  Comsat 
was  launching  new  high-capacity  sat- 
ellites like  Intelsat  IV  which  can  han- 
dle 6,000  calls  at  a  time.  A  tremen- 
dous capacity  glut  to  Europe  resulted. 

And  the  FCC  recently  followed  up 
an  order  dividing  traffic  between  ca- 
bles and  satellites  with  one  to  Comsat 
telling  it  to  drop  overseas  rates.  In 
addition,  the  FCC  probe  to  set  a  rate 
of  return  for  Comsat  was  reopened. 
The  rate  reduction  already  ordered 
but  not  yet  made  specific  could  be  as 
large  as  25%,  which  may  restrict  earn- 
ings. McConnell  now  sees  Comsat's 
revenues  growing  only  20%  this  year. 

McConnell,  who  is  retiring  from 
the  presidenc\-  of  Reynolds  Metals 
Co.,  will  continue  to  rely  for  most 
daily  decisions  on  Joseph  V.  Charyk, 
Comsat's  president  from  the  start  and 
Air  Force  Undersecretary,'  under  Pres- 
ident Kennedy.  Charyk  has  maneu- 
vered Comsat  well  in  an  atmosphere 
of  political  electricity.  But  there  have 
been  some  ke)'  management  shifts  re- 
centK  at  Comsat.  Some  in  Washing- 
ton think  Charvk  also  may  be  leaving. 

Political   Animal? 

Comsat  remains  sensitive  to  the  po- 
litical winds.  Analysts  were  negati\e 
on  the  stock  earlv  last  year  because 
the  White  House  had  ordered  a  com- 
petitive approach  for  domestic  satel- 
lites. At  one  time,  Comsat  considered 
U.S.  service  part  of  its  exclusive  role. 
Now  that  eight  applications  are  in 
to  the  FCC,  including  one  joint  AT&T- 
Comsat  proposal,  most  observers  think 
Comsat  will  end  up  with  a  good 
piece  of  the  action.  But  who  knows 
what  bill  in  Congress,  what  new  State 
Department  directi\'e  or  regulatory 
fiat  might  ruffle  Comsat  again? 

Comsat,  ne\  ertheless,  is  much  more 
than  the  Christmas  bauble  it  was  in 
the  196()s.  Its  ad\anced  technology 
and  expertise  are  proving  themselves. 
When  Comsat  began,  a  three-minute 
call  from  New  York  to  London  cost 
$12.  That's  now  down  to  $3.60  via  ; 
direct  dialing.  If  rates  are  cut  further, 
who's  to  say  that  overseas  phone  traf- 
fic won't  rise  faster  than  20%  a  year? 
And  such  a  growing  market  could 
keep  Comsat  more  public  corporation 
than  political  entity  for  a  long  time 
to  come.    ■ 
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Three  of  197rs  fastest-growing 
businesses  are  Fruehauf 's  business. 


We're  moving  in  the 
right  direction  !  Of  the  first  4 
industries  the  U.  S.  Department 
of  Commerce  predicts  will 
grow  fastest  this  year,  Fruehauf 
is  involved  in  3.  We  are 
indeed  a  company  building 
for  the  70's. 

A  25%  increase  in  truck 
and  bus  shipments  is  predicted 
for  this  year.  As  a  major 
manufacturer  of  truck- 
trailers  and  truck 
equipment,  we  expect 
to  share  substantially 
in  this  growth. 

A  15%  rise 
is  expected  in 


shipbuilding  activity.  As  a 
company  with  shipyards 
serving  both  the  Atlantic  and 
Gulf  Coasts,  we're  also  in 
a  position  to  benefit  from 
this  trend. 

A  21  %  jump  in 
construction  expenditures  is 
forecast  for  1 971 ,  and  we're 
now  involved  in  this  field. 
Through  our  Fruehauf  Buildings 
Division,  we're  producing 
modular  homes  that 
will  be  erected  in 
townhouse- 
style 


clusters  and  will  help  meet  the 
housing  needs  in  our  country. 

Our  new  Corporate 
Brochure  tells  you  more  about 
our  plans  for  growth  through 
Total  Transportation.  For 
your  copy,  write  Fruehauf 
Corporation,  Dept.  F-61, 
10900  Harper,  Detroit,  Mich. 
48232. 

Fruehauf. 

A  company 

building  for  the 

70's  through 


TRANSPORTATION 


Total  Transportation. 
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It's  in  the  book! 

(and  yours  as  a  bonus 
for  subscribing  now) 


Brussels 
Christ  Cella 
Colony 

Dinty  Moore's 
Four  Seasons 
Gloucester  House 
Ground  Floor 
King  of  the  Sea 
La  Fonda  del  Sol 
Le  Pavilion 


Mamma  Leone's 

Maxwell's  Plum 

Palm 

Pen  &  Pencil 

Rainbow  Room 

Sardi's 

Sign  of  the  Dove 

Tower  Suite 

Trader  Vic's 

"21"  Club 


Of  these  twenty  famous  New  York 
Restaurants,  four  are  outstanding, 
three  are  to  be  avoided  at  all  costs 
...Which?This  new  hard  cover  book 
containing  all  the  reviews  from  the 
first  yearof  Forbes  Magazine's  Res- 
taurant Guide  is  yours  as  a  gift  val- 
ued at  $9.95  with  a  one-year  sub- 
scription to  Forbes'  weekly  guide  to 
New  York  eateries. 

Here  is  the  consumer's  guide  which 
offers  you,  literally,  the  most  direct 
protection  for  your  dining  invest- 
ments . . .  internal  and  external.  And 
it  costs  less  than  the  price  of  one 
bad  meal  for  two  in  most  restau- 
rants. 

Subscribe  now  at  Forbes'  special 
Charter  rate  by  returning  the  cou- 
pon below,  and  receive  this  hard- 
cover book  containing  300  reviews 
as  a  bonus  available  exclusively  to 
Restaurant  Guide  subscribers. 

FORBES  MAGAZINE'S  RESTAURANT  GUIDE 

60  Fifth  Avenue,  New  York,  N.Y.  10011 

Gentlemen:  Enclosed  Is  $24  for  my  one-year 
subscription  at  the  special  Charter  rate  (regu- 
lar rate  $36)  to  Forbes  Magazine's  Restaurant 
Guide— 52  weekly  issues.  Also  send  me  at  no 
extra  cost  the  hard  cover  Restaurant  Guide 
Book,  plus  a  handsome  black-and-siiver  binder 
to  hold  my  weekly  issues  of  the  Guide. 


Another  Round 

Wright  Patman  is  after  the  banl<s  again.  This  time 
his  chances  lool<  good„hut  is  his  aim  on  target? 


NAME 


ADDRESS, 
CITY 


STATE _ 
R-0144 


ZIP 


Texas  Democrat  Wright  Patman  has 
fought  loud  and  long  to  restrict  the 
financial  power  of  the  nation's  banks 
ever  since  he  became  chairman  of 
the  House  Banking  &  Currency  Com- 
mittee in  1963.  On  balance  he  has 
been  quite  successful.  Last  year  he 
pushed  restrictions  on  bank  holding 
companies  through  Congress.  This 
year  the  77-year-old  Patman  has  the 
bankers  worried  again,  for  his  latest 
effort  also  stands  a  very  good  chance 
of  becoming  law. 

A  Wide  Swath 

Patman's  present  bill,  officially 
known  as  the  Banking  Reform  Act  of 
1971,  covers  a  lot  of  ground.  Among 
other  bank  practices,  it  is  aimed  at  re- 
stricting interlocking  bank  directo- 
rates, demands  for  equity  in  return  for 
business  loans  and  bank  giveaways 
(free  toasters  and  the  like  to  attract 
deposits).  It  is  also  aimed  at  what  is 
probably  the  bankers'  greatest  source 
of  power:  the  $280  billion  of  trust  ac- 
counts they  manage  for  individuals, 
families  and  employee  pension  plans. 
It  is  not  so  much  the  management  fees 
on  these  funds  that  riles  Patman,  but 
the  financial  leverage  they  give  the 
bankers  over  manv  of  the  companies 
in  which  they  invest  the  trust  funds. 

Three  parts  of  Patman's  proposed 
bill,  which  comes  up  for  a  committee 
vote  this  month,  worry  trust  officers 
most.  If  passed,  thev  would: 

•  Prohibit  any  bank  officer  from 
serving  as  a  director  or  officer  of  any 
corporation  in  which  his  bank  has  vot- 
ing control  over  5%  or  more  of  any 
class  of  the  firm's  stock. 

•  Prohibit  banks  from  holding  more 
than  10%  of  any  class  of  Securities  & 
Exchange  Commission-registered  stock 
in  any  corporation. 

•  Require  bank  trust  departments 
to  disclo.se  not  onlv  all  the  stocks  they 
hold  in  trtLst,  but  also  to  disclose  the 
extent  of  their  voting  rights  over  those 
shares  and  how  they  actually-  exer- 
cised their  votes. 

Of  course,  these  proposals  could  be- 
come watered  down  or  even  eliminat- 
ed in  any  final  bank  legislation.  But 
there  is  at  least  a  good  chance  that 
thev  won't.  There  are  so  man\'  other 
points  of  contention  in  Patman's  wide- 
ranging  bill  that  the  trust  proposals 
could  weather  the  political  gi\'e  and 
take  of  the  next  few  months  largely 
intact.  Besides,  Patman  holds  an  ef- 
fective trump  card,  the  threat  of  a  spe- 
cial investigation  of  the  role  of  the  ma- 
ior  banks  in  last  vear's  Penn  Central 


bankruptcy.  If  the  going  gets  too- 
rough  for  his  bill,  few  doubt  that  Pat- 
man would  hesitate  to  play  it. 

If  iiis  trust  proposals  do  pass  (and 
a  vote  on  the  bill  should  come  early 
this  summer),  what  improvements 
will  they  actually  accomplish?  Pat- 
man's chief  interest  is  in  hamstring- 
ing the  power  of  the  50  giant  banks 
that  control  more  than  70%  of  the 
$280-billion  trust  fund  total.  But  his 
proposals  could  prove  punishing  to 
smaller  regional  banks  whose  trust 
departments  are  less  powerful. 

A  bank  trust  department  in  Ral- 
eigh, N.C.,  for  example,  is  likely  to 
handle  a  large  number  of  accounts  for 
individuals  and  families  that  are  com- 
posed mostly  of  shares  in  these  cus- 
tomers' own  North  Carolina-based 
companies.  For  such  a  bank  the  con- 
centration of  ownership  in  individual 
regional  companies  is  more  apt  to  ex- 
ceed Patman's  proposed  10%  than  it 
is  in  the  typically  more  diversified  ac- 
counts of  large  big-city  banks.  A  Ral- 
eigh bank,  or  one  in  Topeka  or  one 
in  Tacoma,  is  also  more  likely  to  have 
its  officers  serving  on  the  boards  of 
companies  in  which  its  trust  accounts 
are  heavily  concentrated. 

Why  Pick  on  Us? 

Says  Catherine  Cleary,  president  of 
The  First  Wisconsin  Trust  Co.  in  Mil- 
waukee: "We  are  essentially  a  region- 
al operation,  and  many  of  our  cus- 
tomers have  inherited  estates  and  liv- 
ing trusts  with  specified  investments  in 
Wisconsin.  Either  of  the  percentage 
limitations  in  Patman's  bill  could  force 
those  people  to  move  to  a  big  Chi- 
cago Loop  bank  that  doesn't  have  the 
concentration  that  we  have  in  Wis- 
consin stocks." 

Then,  too,  while  Congressman  Pat- 
man is  mainly  interested  in  curbing 
the  power  exercised  by  banks  through 
trust  operations,  most  trust  depart- 
ment critics  are  more  disturbed  by 
their  tendencv  toward  overly  conser- 
vative investment  performance.  They 
contend  that  trust  customers  don't  get 
their  money's  worth  from  the  banks  in 
terms  of  investment  results.  Whether 
Patman's  requirement  that  banks  list 
the  stocks  they  own  for  the  trust  ac- 
counts will  pep  up  their  investment 
performance  is  open  to  question. 

There  should  be  answers  fairly  soon. 
For  whatever  the  doubts  about  the 
effectiveness  of  Patman's  legislation, 
the  odds  are  that  much  of  it  will  be- 
come law  during  the  current  session 
of  Congress.  ■ 
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Vital 


Zinc  is  steel's  best  defense  against  corrosion, 

Asarco  zinc  is  used  to  galvanize  the  steel  for  automobiles, 
appliances  and  many  products.  To  add  eye  appeal  to  this  material, 
Asarco  developed  a  spelter  which  gives  galvanized  sheet  a  smooth, 
easy-to-paint  surface.  The  patent  right  is  available  free  of 
charge  to  the  galvanizing  industry. 

Other  Asarco  zinc  products  are  vital  in  the  fight  against  corrosion. 
Zinc  anodes  protect  steel  hulls,  pipelines,  offshore  drilling  platforms 
for  many  years.  Our  zinc  dust  is  used  in  paint  to  shield  bridges 
and  other  steel  structures  against  water  and  corrosive  atmospheres. 

Asarco  is  also  a  major  source  for  zinc  die  casting  alloys. 
They  give  strength  and  dimensional  stability  to  precision  parts 
jsed  in  thousands  of  products. 

Zinc  is  a  profit  builder  for  those  who  work  with  it.  So  is  Asarco. 
;tn  zinc  and  many  other  vital  materials. 


Til  SnI    Pt|  Ftil  Mo     All 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


120  BROADWAY,  NEW  YORK,  N.Y.10005 


1M: 


H 


m 


*i>\ 


'f 


i 


i^ 


\m  ^ 


'('> 


/■ 


^wBm^mf^. 


nb^r  Federal  Deposit   Insurance  Corporarion  ©  E.j 


.  Tru'.l  Company 


Once  upon  a  time, 
BankersTrust  helped  these  girls 

get  started  in  Europe. 


They  were  dolls. 

And  the  American  company 
that  manufactured  them  (we'll 
call  the  company  ABC  Toys) 
thought  they'd  do  well  in  Eng- 
land. 

But  carving  out  a  career  in 
another  country  isn't  simple. 
There  are  unfamiliar  customs  to 
become  familiar  with.  And  differ- 
ent rules  and  regulations  that 
have  to  be  observed.  Some  of 
which  can  be  a  real  problem. 

But  because  we're  an  Amer- 
ican bank  we  understood  our 
American  client's  problems.  And 
having  nearly  fifty  years  of  Brit- 
ish banking  experience  we  could 
help  our  American  client  solve 
the  business  problems  they 
faced  in  England. 


For  example,  an  American 
bank  officer  in  our  London  office 
found  a  solution  to  the  financing 
problems  which  ABC  Toys  faced 
as  a  new  operation  in  England. 

Soon  afterward  ABC  Toys 
started  looking  for  a  site  for  a 
warehouse  and  light  assembly 
plant. 

And  naturally  enough  they 
spent  a  lot  of  time  talking  it  over 
with  that  same  bank  officer. 

He  couldn't  tell  them  exactly 
where  to  locate.  But  he  did  sug- 
gest areas  for  them  to  look  into. 
Towns  and  villages  where  there 
was  a  good  supply  of  labor  And 
places  where  local  laws  were  ^ 
particularly  favorable  to  new  V 
industries.  And  who  they  W 
could  talk  to.  mn 


They  also  talked  with  him 
about  where  and  how  to  find  and 
hire  executives,  salesmen  and  cler- 
ical help. 

They  discussed  corporate  real 
estate  problems  and  housing  for 
newly  relocated  executives. 

And  they  talked  to  him  about 
taxes,  foreign  exchange  and  gen- 
eral banking  problems.  And 
where  he  couldn't  help  them 
directly,  he  told  them  where  they 
could  get  help. 

Now  ABC  Toys  is  doing  well 
in  England. 

They  have  their  own  sales 
force,  warehouse  and  light  assem- 
^  bly  plant. 
9      And  their  dolls? 
^      You  can  see  them  in  the 
B  best  places  in  England. 


You'll  find  an  international  banker  at  BankersTrust. 

New  York  •  London  •  Paris 


Representatives  in:  Brussels  •  Frankfurt  •  Rome  •  Zurich  ■  Buenos  Aires  •  Caracas  •  Mexico  City  •  Sao  Paulo  •  Beirut  •  Bangkok  •  Hong  Kong  •  Manila  •  Sydney  •  Tokyo 
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Asbestos 

Indispensable  at  a  time  like  this.         '— 

The  temperature  is  high  enough  to  melt  steel.  But  the  man, 
can  work  just  feet  away  in  comfort  and  protection.  The 
reason:  his  fire-resistant  equipment,  hat.  gloves,  and  suit. 
Asbestos  is  a  unique  material-incombustible,  lightweight 
and  tough.  Indispensable  for  hundreds  of  protective  uses- 
in  homes  and  public  buildings,  in  cars  and  trucks,  on 
ships  at  sea,  even  on  spacecraft.  To  think  of  a  world 
without  asbestos  is  to  think  of  a  world  suddenly  much 
more  hazardous.  . 


Johns-Manvjile 

22  E  40th  St  •  New  York  10016 
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Faces  Behind  the 


Hold  Your  Hats,  Boys 

Businessmen  have  only  until  mid- 
August  to  make  their  plans  for 
compliance  with  the  new  federal 
health  and  job  safet\  guideliiies. 
The  compliance  probahK  is  going 
to  cost  more  than  most  Ijnsinesses 
ha\e  allowed  for.  Our  authorit\  for 
this  warning  is  Assistant  Secretary 
of  Labor  George  G.  Guenther,  who 
is  going  to  enforce  the  new  rules. 

Gome  August,  Guenther  un- 
leashes his  122  compliance  officers, 
whose  task  is  to  enforce  a  mini- 
miun  safety  standard  for  57  mil- 
lion farm  and  factor\  workers.  That 
standard  goes  far  be\c)nd  new  safe- 
ty gloves  and  hard  hats,  all  the 
way  to  basic  machine  redesign  and 
changes  in  plant  procedures.  The 
goal  is  first  to  reduce  the  estimated 
S9-billi()n  annual  loss  to  the  econ- 
omy from  industrial  accidents,  then 
go  on  to  the  uncharted  areas  of 
noise  pollution  control  and  job-re- 
lated diseases. 

"I  hate  to  say  it,  but  we  could 
become  an  inflation  factor  in  the 
economy,"  sa\s  Guenther,  39,  a 
former  Pennsylvania  hosiery  mill 
executive.  "We're  going  to  cost 
some  people  some  mone\. "  How 
much?  Guenther  can't  say.  When 
Congress  passed  the  law  last  year, 
it  never  answered  the  ({uestion  of 
\\  here  he  must  draw  the  line. 

While  Guenther's  newly  created 
Occupaticmal  Safety  &  Health  Ad- 
ministration can  threaten  offend- 
ers with  sanctions  all  the  way  up 
to  prison  terms,  he  doesn't  sec  his 


Business  First 

Only  a  martinet  could  do  what 
ITT's  Harold  Geneen  just  did  to  fa- 
mous homeI:)uilder  Bill  Levitt,  64. 

Granted,  Geneen  had  a  prob- 
lem. The  hot  young  executive 
named  Richard  Wasserman  who 
was  running  International  Tele- 
phone &  Telegraph's  $oO()-million 
home-building  subsidiary,  formerly 
Levitt  &  Sons,  left  last  month,  along 
with  his  second  in  command.  So 
Geneen  phoned  Mill  Neck,  Lone 
Island.  ^ 

There,  enjoying  life  and  a  new 
wife  at  a  7()-acre  estate  called  La 
Golline,  was  Levitt,  the  subsidiary's 
semiredred  founder.  Until  the  call, 
Levitt's  biggest  worr\'  was  launch- 
ing his  $6-million  yacht  in  Italy. 

Levitt,  an  old  trooper  and  ITT's 
biggest  stockholder,  dropped  every- 
thing and  hurried  back  to  work.  A 
few  da)s  later  he  announced  a 
subsidiary  reorganization,  with  him- 
self as  chief  executive.  Said  he: 
"I'm  not  .saying  I  wanted  to  come 
back.  But  as  long  as  I'm  here,  I'm 
happy  about  it." 

What  else  could  he  say?  ■ 


ieviff   o^   ITT 


job  that  way.  "We  also  have  small 
business  loans  for  firms  in  trouble 
with  ecjuipment  modification,"  he 
empliasizes.  "We  want  to  stress 
the  positive  about  this,  not  just 
be  policemen." 

But  hke  it  or  not,  Guenther  has 
his  policemen  in  the  form  of  or- 
ganized labor.  Many  unions  are  set- 
ting up  satct\'  task  forces  to  point 

Guenther   of   Labor 


out  hazards  to  Guenther's  compli- 
ance inspectors,  and  safety  cam- 
paigns are  being  viewed  by  union 
leaders  as  a  means  of  getting  into 
smaller  firms  and  nonunion  shops 
that  have  often  escaped  state 
agency  inspection.  Given  this  set- 
ting, the  prospects  for  low-priced 
compliance  with  the  new  safety 
standards  seem  slight  indeed.  ■ 
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Faces  Behind  the  Figures 


Spif  and  Polish 

What  does  it  take  to  put  new  life 
into  a  sleepy  company?  The  cour- 
age to  spend  money  and  launch  bold 
new  ventures?  That's  part  of  it.  But 
if  that  were  all  it  took,  Edward  B. 
Hinman,  57,  would  still  be  chief 
executive  of  International  Paper  to- 
day. Not  Paul  A.  Gorman,  63,  who 
replaced  him  in  February. 

On  the  surface,  Ed  Hinman 
seemed  to  have  been  doing  all  the 
right  things  since  he  became  chief 
executive  in  1966,  following  in  the 
footsteps  of  his  father,  John  Hin- 
man, who  ran  the  company  with 
an  iron  hand  for  nearly  20  years. 
Ed  Hinman  jumped  capital  spend- 
ing sharply  for  a  modernization- 
and-expansion  program.  He  put  the 
company  heavilv  into  debt  for  the 
first  time  since  the  Depression.  He 
recruited  fresh  marketing  talent. 
And  IP  ventured  forth,  even  if 
sometimes  belatedly,  into  new 
areas:  exploring  its  vast  timber- 
lands  for  mineral  wealth,  ex- 
ploring the  possibility  of  large-scale 
home-building.  It  even  pushed  to- 
ward the  more  lucrative  consumer 


Edward  Hinman 


market  with  products  like  Confil 
nonwoven  disposable  fabrics  and 
with  an  ambitious  $5()-million  tis- 
sue plant  on  the  West  Coast. 

The  trouble  was,  none  of  this  has 
yet  helped  earnings  of  IP,  which 
has  about  the  poorest  growth  rate 
in  the  industry.  Aided  by  increas- 
ingly liberal  bookkeeping,  Interna- 
tional's net  income  rose  from  $105 
million  in  1966  to  $115  million  by 
1969.  But  then  it  dropped  sharply 
back  to  $82  million  last  vear  (be- 
fore a  $4()-million  reserve  for  plant 
write-offs  that  chopped  89  cents  off 
per-share  earnings). 

Hinman  himself  had  plainly  been 
worried  about  it.  In  early  1969, 
just  when  his  efforts  seemed  to  be 
paying  off,  he  persuaded  ex-Ameri- 
can Telephone  &  Telegraph  boss 
Frederick  R.  Kappel  to  join  In- 
ternational Paper  as  board  chair- 
man. Then  in  February,  in  a  move 
that  caught  the  paper  industry  and 
most  of  IP  by  surprise,  Hinman  re- 
signed abruptly  in  favor  of  Paul  A. 
Gorman.  Gorman  had  been  an  ex- 
ecutive vice  president  at  AT&T  and 
head  of  its  Western  Electric  subsid- 
iary. He  had  left  AT&T  after  40 
years  in  1969  when  he  was  passed 
over  for  the  presidencv.  An  un- 
happy eight  months  at  the  doomed 
Penn  Central  followed. 

Gorman  makes  it  quite  clear  he 
was  hired  to  improve  IP's  earnings 
and  groom  an  effective  manage- 
ment team:  "If  they'd  had  people 
ready  in  this  company,  I  wouldn't 
be  here,"  he  says.  In  view  of  his 
age,  the  IP  board  waived  their 
mandatory  age-65  retirement  rule. 

What  can  a  telephone  man  do  to 
revitalize  the  country's  largest  pap- 
er company?  For  one  thing,  he  can 
resist  the  industry's  compulsive 
spending  habits.  Says  Gorman:  "In 
this  industry  we  have  more  capac- 
ity than  we  have  business.  And 
other  companies  are  still  building. 
Let  'em  go  ahead  and  build!  Main- 
taining size  is  not  one  of  mv  inter- 
ests. I'm  interested  in  profits." 

Gorman  talks  of  putting  the 
spurs  to  IP  executives  and  moving 
them  around  the  company  more. 
"Generally  speaking,  experience 
around  here  has  been  vertically 
oriented,"  he  sa\s.  "Thev  haven't 
been  cross-pollinated.  I've  been  told 
we've  got  the  talent  in  this  busi- 
ness. We're  going  to  find  that  out. 
If  we  don't,  then  we're  going  to 
bring  it  in  from  the  outside!" 


Gorman   of  International  Paper 

In  short,  Gorman  plans  to  talk 
tough  and  act  tough.  That,  say 
some  knowledgeable  obserx'ers,  is 
precisely  what  shy,  retiring  Ed  Hin- 
man could  not  bring  himself  to  do. 

You  can  be  sure  of  one  thing: 
Paul  Gorman's  reputation  is  on  the 
line.  It  is  bad  enough  to  be  remem- 
bered as  the  man  who  was  at  the 
helm  when  Penn  Central  went 
bankrupt,  without  also  being  re- 
membered as  the  man  who  couldn't 
turn  IP  around.  ■ 
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Wright   of   Humble   Oil 


Humble  Energizer 

An  Oklahoma-bred  engineer  who 
has  worked  for  one  Standard  Oil 
(N.J.)  outlet  or  another  all  his  life, 
Myron  Arnold  Wright,  60,  head  of 
Jersey  Standard's  chief  domestic 
affiliate,  $5.6-billion  sales  Humble 
Oil,  likes  to  think  of  Humble  these 
days  as  an  energy  company  rather 
than  as  an  oil  and  gas  company. 

So  far,  Wright  concedes,  Hum- 
ble's  operating  position  outside  oil 
and  gas  is  small.  A  uranium  mine 
farmed  out  to  Susquehanna  Corp. 
went  into  operation  last  year,  and 
another,  which  Humble  is  develop- 
ing itself  at  a  cost  of  $20  million,  is 
slated  for  1973  production.  Last 
year.  Humble  also  started  up  its 
first  coal  mine,  a  3-million-ton-a- 
year  property  at  Macoupin,  111. 

But  the  foundation  of  Humbles 
futme  outside  of  oil  and  gas  is  the 
enormous  coal  reserve  Wright  has 
assembled  in  recent  years,  prob- 
ably the  largest  in  the  U.S. 

"What  really  attracted  us  to 
coal,"  Wright  says,  "was  synthetics. 
We  could  see  oiu^  liquid  fuel  and 
gas  in  this  country  getting  in  very 
short  supply,  long  term,  and  so,  to 
sta\'  in  the  l>usiness,  we  thought  we 
needed  to  do  research  on  making 
synthetic   oil   and   gas   from    coal." 


That  led  Humble  into  mining— to 
learn  the  coal  business  and  help 
carry  the  costs.  "As  time  has  gone 
on,  we've  become  more  interested 
in  coal  as  a  primary  business." 

From  a  financial  point  of  view, 
Wright  explains,  oil  still  remains  a 
much  more  attractive  form  of  in- 
vestment. "You  drill  an  oil  well," 
he  says,  "and  you  go  up  to  a  high 
producing  rate  in  the  early  stages 
which  only  later  tails  off.  So  you 
get  a  lot  of  money  coming  in  during 
the  first  three  or  four  years.  But 
you  build  a  coal  mine  to  produce 
3  million  tons  a  year,  and  that  is 
all  it  produces— 3  million  tons  for 
30  years.  In  the  end  your  cash  flow 
might  look  all  right,  but  on  a  dis- 
counted cash  flow  basis  you  get 
quite  a  different  financial  profile. 
'The  opportunity  in  oil  is  not  all 
that  great  [Wright  expects  domestic 
oil  production  to  level  off  over  the 
next  15  years,  coal  production  to 
double],  so  we  are  willing  to  put 
our  money  into  other  things." 

Wright  scoffs  at  those  critics  who 
accuse  the  oil  industry  of  trying  to 
monopolize  the  energy  business. 
"Anyone  with  enough  capital  can 
go  into  the  coal  business  if  he  has 
the  courage  to  try.  That's  what 
we've  been  doing.  Going  out  and 
paying  the  going  price  for  coal."  ■ 


Becoming   More  Equal 

As  BiUT.\i\  took  a  giant  step  to- 
\\ard  historic  eiitr\  into  Europe 
last  month,  the  likelihood  increased 
i)i  a  larger,  more  powerful  Euro- 
])ean  Common  Market  in  the  near 
future.  Thus  the  visit  in  April  of 
Franco  Maria  Malfafti,  president 
ot  the  Commission  of  European 
(lomnuinities,  to  President  Nixon 
took  on  in  retrospect  an  added 
MKnificance. 

-Malfatti,  43  and  a  nati\e  of 
Italy,  is  to  the  new  "country"  of 
Europe  what  Ni.xon  is  to  the  U.S. 
In  April  he  predicted  flatly  that 
bv  Jan.  1,  1973  Britain,  Denmark, 
Norway  and  Ireland  would  have 
expanded  his  six-nation  country  to 
ten.  Elsewhere,  the  Common  Mar- 
ket is  alreadv  moving  toward  full 
monetai-y  and  economic  union. 

Europe  is  also  showing  its  eco- 
nomic muscle,  as  actions  during 
the  May  monetary  crisis  showed. 
Which  is  whv  there  is  not  unmixed 
joy  in  some  American  circles  at  the 
specter  of  the  new  power  of  Eu- 


rope. Malfatti  had  come  over  for 
two  days  of  talks  with  Nixon  and 
other  top  U.S.  officials.  In  a  speech 
delivered  after  those  talks,  Mal- 
fatti complained  that  European- 
U.S.  dialogue  "on  occasion  tends  to 
become  a  petty  quarrel,"  even 
while  saying  diplomatically  that 
he  and  his  American  counterpart 
had  agreed  on  the  need  to  work 
together. 

Not  so  subtly,  Malfatti  then  re- 
minded U.S.  protectionists  that  the 
U.S.  enjo)ed  a  $2.4-billion  trade 
surplus  with  the  European  Eco- 
nomic Community  in  1970— and 
that  the  surplus  has  averaged  $2 
billion  a  year  e%er  since  1958. 
Then,  for  the  benefit  of  anybody 
who  may  not  have  noticed,  he  said: 
"The  world  trade  situation  is  no 
longer  what  it  was  in  1947." 

More  cordially,  Malfatti  then 
suggested  negotiations  between  the 
two  powers  after  his  country  has 
been  enlarged  to  ten  states— when 
a  meeting  of  the  European  and 
American  presidents  will  be  even 
more  a  meeting  of  equals.  ■ 


Europe's  Malfatti 
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Things  are  looking  up  for  nnutual  funds  tinese  days. 
But  be  prepared  for  sonne  surprises  in... 


16TH  ANNUAL 
MUTUAL  FUNDS  ISSUE 


AUGUST15, 1971 


/lany  investors  consider  our  FORBES  Mutual  Funds 
ssue  the  final  word  on  mutual  funds.  Our  16th  annual 
ition,  this  coming  August  15th,  will  reveal  the  be- 
lavior  patterns  of  more  than  400  different  funds. 

will  show  what  kind  of  job  each  fund  did  over  the 
ast  12  months  (and  in  f^ose  months  any  job  took 
onsiderable  doing).  And  it  will  show  how  funds  per- 
)rmed  over  the  past  eight  years,  to  identify  the  long- 
3nge  trends.  It  will  be  packed  with  information  of 
alue  to  the  mutual  funds  investor  and  to  the  com- 

nies  that  the  funds  invest  in. 

ere's  the  place  to  find  out  how  the  funds  that  hold 
lares  in  your  company  stack  up  against  the  others, 
ur  Mutual  Funds  Issue  will  weigh  and  rate  funds  of 
'ery  size,  every  denomination.  Loaded  funds.  No- 
ads.  Balanced  funds.  New  funds.  Old  funds.  No 
:her  publication  measures  the  performance  of  mu- 
lal  funds  the  same  way  FORBES  does,  and  many 
Jthorities  consider  the  FORBES  method  the  best. 

3RBES  rates  a  fund  two  ways:  by  how  it  performs 
hen  markets  are  bullish,  and  how  when  markets  are 
iarish.  Actually,  both  these  ratings  are  averages.  The 
'St  is  an  average  of  a  funds  performance,  relative  to 
hers,  in  three  different  UP  swings  of  the  market  in 
e  past  decade.  The  second  is  an  average  of  its  per- 
rmance  in  three  different  DOWN  periods.  A  most 
liable  and  revealing  method. 


Bear  in  mind  a  few  bullish  things  about  FORBES  itself. 
This  magazine  is  written  for  top  management.  It  is 
read  by  top  management.  And  top  management  in- 
cludes the  best  investment  and  financial  brains  in  the 
country.  Including  those  who  head  up  mutual  funds. 
As  for  investors,  the  1971  Simmons  Study  reports 
that  of  all  64  national  publications  covered  by  the 
survey,  FORBES  has  the  highest  concentration  of 
readers  earning  income  from  stocks  and  bonds. 

FORBES'  average  subscriber  owns  almost  $120,000 
in  corporate  stocks.  And  almost  half  our  circulation 
owns  mutual  funds— an  average  of  $17,000  for  those 
who  own  them.  Also  note  that  two  of  every  five  of  our 
subscribers  are  entrusted  with  the  responsibility  of 
making  investment  decisions  for  others. 

In  FORBES,  advertisers  reach  the  great  majority  of 
business  leaders  in  America.  The  financially  influen- 
tial, too. These  are  the  important  people  your  company 
or  client  wants  to  reach  with  its  advertising  message. 

We  urge  you  to  reserve  space  today  in  our  Mutual 
Funds  Issue  of  August  15th.  Just  call  your  local 
FORBES  representative,  or  write  to:  Publisher, 
FORBES  Magazine,  60  Fifth  Avenue,  New  York,  N.Y. 
10011.  Our  closing  date  for  black-and-white  pages  is 
July  23.  For  four-color  pages,  July  2. 

FORBES  readers  don't  just  own  American  business. 


They  run  it. 


Forbes:  capitalist  tool 


National  Lead  is  now 
N  L  Industries,  Inc. 

What  else  is  new? 


Plenty.  New  products.  New  plants.  New  potential. 

For  example,  we're  investing  70  million  dollars 
to  develop  a  new  source  of  magnesium -Utah's 
Great  Salt  Lake.  This  project  will  boost  the 
U.S.  magnesium  supply  by  more  than  one-third. 
Outside  the  U.S.,  we're  continuing  to  meet  and 
anticipate  the  free  world's  growing  demands 
for  chemicals  and  pigments  with  new  facilities  in 
countries  such  as  West  Germany  Belgium 
and  Norway  Throughout  our  company,  we're 
expanding  and  modernizing  and  researching  to 
serve  the  needs  of  modern  industry 

To  find  out  more  about  what  else  is  new 
at  N  L  Industries,  write  for  our  annual  report. 
N  L  Industries,  Inc.,  111  Broadway  New  York, 
New  York  10006. 


1970  CONSOLIDATED  SALES 


INDUSTRIES 

Industry  just  wouldn't  be  the  same  without  us 


Our  New  York  Stock  Exchange  symbol  has  changed  from  LT  to  NL 


Metals  and  Bearings 
(33%— $301  million  in  sales.) 

We  supply  many  basic  metals  such  as  zinc,  tin,  antimony, 
cadmium  and  primary  lead.  Also  a  wide  range  of  finished 
products  and  components.  Among  them:  radiation  shield- 
ing; screws,  bolts  and  metal  fasteners;  railroad  and  other 
bearings;  steel  containers;  and  aluminum  extrusions  for 
aircraft.  We  also  supply  precious  metals,  and  associated 
chemicals  for  photographic  and  other  uses. 


Titanium  Pigments 
(23%  —$208  million  in  sales.) 

These  are  the  pigments  that  make  and  keep  paint,  paper 
and  plastics  white  and  bright.  Employing  both  the  sul- 
phate and  chloride  manufacturing  processes,  we're  the 
world's  leading  producer  of  titanium  pigments. 


Die  Casting 
(15%  — $140  million  in  sales.) 

We're  the  leading  custom  producer  of  die  castings,  work- 
ing in  aluminum,  zinc,  magnesium  and  brass  —  making 
parts  and  assemblies  for  appliances,  business  machines, 
aircraft,  motor  vehicles,  lawn  mowers  and  many  other  in- 
dustrial and  consumer  needs. 


J/ 
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Chemicals  and  Plastics 
(1 1  %  — $1 04  million  in  sales.) 

This  area  includes  anticorrosivc  pigments,  stabilizers, 
gellants,  flame  retardants,  battery  oxides,  and  extender 
pigments— lor  the  paint,  plastics,  ink,  electronic  and 
adhesive  industries.  We  also  produce  custom  injection 
molded  plastic  products. 


Oil  Well  Materials  and  Services 
(10%— $90  million  in  sales.) 

Oil  IS,  of  course,  one  of  the  most  vital  of  today's  products. 
We  supply  unique  and  essential  drilling  materials,  chem- 
icals and  engineering  services  to  the  petroleum  industry. 


Other  Products 
(8%  —$73  million  in  sales.) 

Other  products  we  make  include  Dutch  Boy  paints,  electro- 
ceramic  materials  for  electronics  manufacturers  and  spe- 
cialized high  temperature  refractory  materials.  One  of  ouf 
divisions  provides  special  dies  and  tooling  for  Detroit's 
prototype  cars.  We  also  meet  a  broad  range  of  nuclear 
fuel,  shielding  and  shipping  needs. 


Faces  Behind  the  Figures 


GM's  Railroad  Man 

People  tend  to  think  of  General 
Motors  as  a  company  that  helped 
shrink  the  railroads,  but  thev  for- 
get that  GM  also  helped  save 
them.  Its  Electro-Motive  division 
developed  and  pushed  on  a  reluc- 
tant industr\'  the  money-saving 
diesel  locomotives  that  replaced 
the   inefiBcient  coal-burners. 

Although  it  is  one  of  GM's 
smaller  divisions,  Electro-Motive  is 
the  biggest  thing  in  railroad  equip- 
ment. In  1969  it  sold  about  1,023 
locomotives,  with  an  average 
price  tag  of  S230,000.  Right  now, 
for  all  of  the  railroad  industry's 
problems,  Electro-Motive  is  doing 
well,  and  its  boss,  Boyd  B.  Brow- 
nell,  is  optimistic  about  the  future 
of  his  business. 

"I'm  not  worried  about  the  rail- 
roads themselves,"  he  says.  "If 
they  can  just  hold  on  to  the  market 
share  that  they've  got  [41%],  it 
means  a  tremendous  increase  in 
traffic  over  the  next  decade.  That 
means  more  locomotives." 


This  year  Brownell  figures  on 
delivering  1,200  locomotives,  up 
200  from  1969,  producing  reve- 
nues outsiders  estimate  at  around 
$300  million  and  making  a  profit 
at  least  in  line  with  GM's  overall 
showing.  Part  of  that  increase  is 
due  to  GM's  1970  strike  that 
cut  deliveries  an  estimated  22%. 
But  a  good  part,  says  Brownell, 
reflects  the  increasing  demand  he 
expects  for  the  rest  of  the  decade. 

The  first  generation  of  diesel 
power  came  along  in  the  Thirties, 
Forties  and  early  Fifties,  notes 
Brownell,  and  GM  produced  over 
19,000  locomotives  in  those  years. 
Now  that  generation  is  growing 
obsolete.  "There's  a  big  backlog 
of  overage  units  to  replace,"  he 
says.  "The  new  diesels  are  much 
more  flexible  and  efficient." 

Because  old-line  locomotive 
makers  ignored  the  diesel  for  too 
long,  most  have  disappeared.  Elec- 
tro-Moti\e  now  has  the  lion's 
share  of  the  world  locomotive  ex- 
port market  (55%).  But  many  rail- 
roads  are   electrifying   their  track- 


Browne//  of  General  Motors 

age.  Isn't  that  a  danger?  No  prob- 
lem, argues  Brownell.  "If  we  see 
a  real  demand  we  can  build  elec- 
tric locomotives.  We're  not  afraid 
to  change." 

Does  Brownell  worry  about  na- 
tionalization of  the  rails?  Not 
much.  "I'm  against  nationalizing 
them.  But  whoever  runs  them  will 
need  new  motive  power."   ■ 


Higher-Priced  Oil?  Great! 

W.ANDA  J.ABLONSKi  is  glad  the  Mid- 
dle East  oil  nations  have  strong- 
armed  the  oil  companies  into  pay- 
ing more  for  Middle  East  crude. 
In  fact,  she's  hoping  prices  will  go 
higher  vet.  Pro-Arab?  Hardly.  Anti- 
oil  company?  Not  at  all;  she's 
founder-editor  of  Petroleum  Intel- 
ligence Wecklij,  which,  unless  you 
are  paying  out  $445  a  year,  you 
are  not  receiving.  But  all  the  world 
oil  companies  and  73  governments 
(including  the  Japanese  and  the 
Soviet)  take  it. 

Miss  Jab!()nski  believes  "the  lure 
of  cheap  Middle  East  crude  is 
•causing  the  U.S.  to  become  de- 
pendent on  it— to  the  neglect  of 
domestic  alternatives  for  energy: 
coal,  tar  sands,  gas  and  nuclear 
energy."  With  prices  up,  the  in- 
centive is  there  for  the  U.S.  to 
spend  the  money  needed  to  avoid 
being  at  the  mercy  of  foreigners— 
and  notoriously  mercurial  foreign- 
ers at  that.  Says  she:  "The  U.S.  is 
already  importing  25%  and  heading 
toward  50%.  One  only  has  to  look 
at  the  plight  of  Europe  and  Japan 
to  see  what  dependency  can  mean." 
Nothing,  but  nothing,  says  she,  has 
never  shaken  the  Japanese  like  the 
implied  threat  at  Teheran  to  shut 


ofl  the  oil: 

"It  would  have  completely  clos- 
ed down  the  Japanese  industrial 
machine,"  .says  Miss  Jablonski. 
"Now  the  Japanese  take  their  oil 
predicament  more  seriously  than 
ever  before." 

"If  the  price  of  crude  goes  high 
enough,"  she  argues,  "it  will  be 
relatively  more  rewarding  than  it 
is  now  to  invest  in  other  energy 
sources.  And  if  this  means  a  tough 
period  for  oil  companies,  the  con- 
sumers, too  damn  bad." 

Miss  jablonski  was  oil  editor  of 
the  Journal  of  Commerce  for  ten 
years  before  she  joined  Petroleum 
Weekly  as  a  cohunnist  and  editor 
in  1955.  When  that  folded  in  1961, 
she   launched   PIW.   How?   "I   just 


went  out  and  asked  my  oil  com- 
pany friends  to  take  a  year's  sub- 
scription and  pay  for  it  in  advance. 
I  asked  them  not  to  read  it  for  11 
months,  but  hoped  that  by  the  12th 
month  they'd  be  getting  their 
money's  worth." 

PIW's  circulation,  like  Miss  Ja- 
blonski's  age,  is  not  a  matter  of 
public  record,  but  she  has  ob- 
viously been  able  to  demand  a  fan- 
cy price  for  an  eight-page  news- 
letter. How?  "Two  things.  My  con- 
tacts are  now  high-ranking  execu- 
tives around  the  world,  and  I 
knew  them  all  way  back  when.  The 
other  thing  is  that  if  my  information 
is  good,  they'll  pay  any  price  for  it. 
If  it's  no  good,  they  won't  take  it  at 
any  price. '  • 


Jablonski  of  Petroleum  Intelligence  Weekly 
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This  announcement  is  neither  an  offer  to  sell  7ior  a  solicitation  of  an  offer  to  buy  any  of  these  Debentures. 

The  offer  is  made  only  by  the  Prospectus. 


$200,000,000 

General  Motors  Acceptance  Corporation 

8%  Debentures  Due  May  1, 1993 

Interest  payable  May  1  and  November  1 


Price  99%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undesigned  as  may  legally  offer  these  Debentures  in  compliance 

ivith  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC.  THE  FIRST  BOSTON  CORPORATION  KUHN,  LOEB  &  CO. 

MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH  SALOMON  BROTHERS 

Incorporated 

BLYTH  &  CO.,  INC.  DREXEL  FIRESTONE  duPONT  GLORE  FORGAN  ST  A  ATS 

Incorporated  Incorporated 

EASTMAN  DILLON,  UNION  SECURITIES  &  CO.  GOLDMAN,  SACHS  &  CO. 

Incorporated 

HALSEY,  STUART  &  CO.  INC.  HORNBLOWER  &  WEEKSHEMPHILL,  NOYES 

KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO.  LEHMAN  BROTHERS 

Incorporated  Incorporated 

LOEB,  RHOADES  &  CO.  PAINE,  WEBBER,  JACKSON  &  CURTIS  SMITH,  BARNEY  &  CO. 

Incorporated  Incorporated 

STONE  &  WEBSTER  SECURITIES  CORPORATION  WERTHEIM  &  CO. 

WHITE,  WELD  &  CO.  DEAN  WITTER  &  CO.  BACHE  &  CO. 

Incorporated  Incorporated 

May  5,  1D71. 
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The  Forbes  Index 


0<i  National  Bureau  ot  Economic  Resed'cn 


Composed  of  the  lollowing: 
Production 

•  How  much  are  we  producing''  (Federal  Re- 
serve Board  Index  o'  industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
iDepl.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories ) 

•  How  intensively  are  we  building'  (Dept.  ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Com/nerce  retail  store  sales} 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


preliminary 

MAR 129.0 

APR 127.8 

MAY    126.1 

JUNE   ..    ...125.8 

JULY 1272 

AUG 126.4 

SEPT 125;4 

OCT 122.0 

NOV. 119.5 

DEC 119.6 

JAN 122.2 

FEB 125.0 

MAR 13L3 

APR.  (prel.)  .,134.1 

service  price  index  related  to  the  consumer 
price  index) 
/ncome 

•  How  much  are  workers  earning?  (D^pt.  of 
Commerce  personal  income,  wage  and  salary 
disbursements)  ■ 

♦  How  many  people  have  been  laid  oft?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Something  Out  Of  Whack 


I  Hebe's  a  handful  of  numbers  loaded 
\  with  food  for  tliought.  On  .May  27, 
i  1970,  the  day  the  bull  market  began, 
t  Standard  &  Poor's  price  index  of  425 
i  industrial  common  stocks  clo.sed  at 
i  83.80.  As  computed  by  S&P,  the  index' 
i  price/ earnings  ratio  then  was  13.52- 
(to-1  and  its  annual  dividend  yield 
14.14?.  .At  the  .same  time,  the  interest 
ilvield  from  S&P's  index  of  AAA-rated 
ijlong-term  corporate  bonds  was  8.01% 
a  vear. 

On  .Apr.  28,  1971,  the  industrials 
closed  at  115.84,  where  the  earnings 
multiple  was  21.49  and  the  dividend 
yield  2.78!?,  while  triple-A  corporate 
bonds  were  yielding  7.47'?.  Thus,  af- 
ter 11  months  of  rampant  bull  market, 
the  price  index  was  up  38%  and  the 
earnings  multiple  up  59%,  while  the 
lividend  yield  was  down  33%  and 
li'Zh-grade  bond  yields  down  less  than 
Something,  I  submit,  is  seriously 
't  of  whack  here. 

I'm  not  o\erly  worried  by  the  fact 
hat  the  earnings  multiple  rose  con- 
iderably  faster  than  prices.  That  sort 
't  thing  is  virtuallv  bound  to  happen 
I  a  bull  market,  especially  one  which 
tarts  out  from  panic-depressed  levels 

I  Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
range  firm  of  Abraham  &  Co. 


of  valuation.  In  the  present  case,  a 
good  rise  in  the  average  earnings  mul- 
tiple was  unquestionably  called  for, 
given  Washington's  express  commit- 
ment to  liberal  monetary  and  fiscal 
policies  designed  to  underwrite  a  vig- 
orous 1971-72  busine.ss  recovery. 
What  does  bother  me  is  not  just  that 
the  S&Pls  late-April  price/ earnings  ra- 
tio was  near  all-time  highs,  but  that 
it  could  prove  to  be  an  overly  gen- 
erous valuation  of  an  earnings  level 
which  could  scarcely  be  attained  un- 
til well  along  in  1972,  if  then.  S&P 
computes  calendar  1970  "per  share" 
earnings  for  its  industrial  stock  index 
at  $5.36.  Assume  that  calendar  1972 
earnings  will  be  $7,  some  30%  above 
the  1970  total.  What's  that  possibility 
worth  now,  and  what  might  it  be 
worth,  say,  a  year  from  now? 

The  market  said  it  was  worth  a 
multiple  of  about  16.5  late  last  April 
at  nearly  116  for  the  S&PI.  I'm  in- 
clined to  argue  that  it  could  be  worth 
a  significantly  higher  inultiple,  say, 
one  year  from  now  only  if  investors 
could  then  be  thoroughly  confident  of 
yet  another  large  year-to-year  earn- 
ings gain  for  1973.  But,  as  I  suggest- 
ed here  on  Apr.  15,  it  may  be  unsafe 
to  assume  that  a  newly  elected  Ad- 
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ministration  will  i)e  gieath  concerned 
with  the  investor's  and  businessman's 
well-being  in  1973.  That  would  make 
a  relatively  moderate  average  multi- 
ple appropriate  for  1972  earnings, 
perhaps  not  much  more  than  16, 
which  would  leave  little  scope  for 
possible  further  price  gains  from  the 
bull  market  highs  .scored  this  April. 

Bond   Yields   Still   High 

More  immediately,  a  nailtiple  of 
over  21  for  1970  earnings,  even  though 
equivalent  to  one  of  perliaps  only 
16.5  for  1972  earnings,  could  be  dif- 
ficult to  maintain  at  a  time  when  top- 
drawer  corporate  bonds  yield,  on  av- 
erage, about  7.5%.  Earnings  multiples, 
remember,  can  be  stated  inversely  as 
"earnings  yields."  That  is,  a  multiple 
of  21  represents  an  earnings  yield 
slighdy  under  5%,  a  multiple  of  16.5 
one  of  somewhat  better  than  6%.  His- 
torically, bond  \ields  must  be  low  if 
earnings  yields  are  also  to  be  modest, 
but  bond  yields  recently  were  still 
not  much  under  the  record  levels  seen 
during  the  1970  money  squeeze. 

If,  relative  to  bond  yields,  the  av- 
erage multiple  of  S&PI  115.84  thus 
seemed  inordinately  high,  the  aver- 
age dividend  \ield  of  2.78%  seemed 
grotesquely  low  by  the  same  standard. 
To  be  sure,  inany  investors  buy  and 
hold  common  stocks  for  price  appre- 
ciation in  the  first  place  and  for  divi- 
dend income  only  secondarily.  But  at 
a  time  when  high-grade  corporate 
bonds  yield  an  annual  rate  of  return 
of  7.5%  (or  more),  you  should  be  rea- 
sonably certain  that  common  stocks, 
with  all  their  price  risks,  will  give  you 
a  crack  at  considerably  more  than  a 
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Receive 
3  months  of 
Value  Line 
for  $25. 


If  no  member  of  your  household 
has  had  a  subscription  to  Value  Line 
in  the  past  two  years,  you  may . . . 

get  this  l800-page 
Investors  Reference  Service  (f) 
at  no  extra  cost  under  this 
special  introductory  trial  offer. 

For  only  $25,  about  half  the  regular  $49  quarterly  rate,  you'll  receive  all  the 
new  full-page  reports  to  be  issued  in  the  next  three  months  on  the  more  than 
1300  stocks  and  67  industries  regularly  monitored  by  The  Value  Line 
Investment  Survey. 

These  new  reports  will  update  and  replace  the  complete  set  of  reports 
on  all  1300  stocks  in  67  industries  already  filed  and  indexed  in  the  Investors 
Reference  Service  binders  which  you  will  have  received  as  a  bonus. 
Filing  takes  less  than  a  minute  a  week. 

In  effect,  you  will  receive  six  months  of  Value  Line  service  for  only  $25— 
the  latest  three  months  and  the  next  three  months.  (The  regular  annual 
rate  is  $189). 

This  special  introductory  trial  is  offered  to  new  subscribers  only  because  a 
large  percentage  of  those  who  once  try  Value  Line  for  three  months  elect  to 
continue  as  full  term  subscribers  at  standard  rates.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  comprehensive  investment  survey 
to  existing  subscribers  at  a  much  lower  fee  than  would  be  required  with  a 
smaller  circulation. 

You'll  find  it  convenient  to  have  the  Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's 
projected  performance  ratings,  on  more  than  1300  widely-held  stocks  in 
67  industries. 

You'll  also  get  analyses  and  forecasts  of  the  national  economy  and  the 
stock  market . . .  guidance  on  current  investment  policy . . .  plus  Value  Line's 
"Especially  Recommended  Stock  of  the  Week"  and  the  monthly 
"Special  Situation." 

To  take  advantage  of  this  special  introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus  in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below.  If  you  prefer,  we  will  bill  you  later. 

[The  Value  Line  Investment  Survey.      ■ 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017  " 

C  Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 

special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 

The  Investors  Reference  Service. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 

D  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 
for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 
will  be  refunded. 

D  Payment  signature 

enclosed 

n  Bill  me 

N.Y.C.  residents, please 
add  6%  sales  tax;  other 
N.Y.  State  residents, 
^     add  applicable  tax. 
^^  (No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.)    ^ 
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NAME  (please  print) 

ADDRESS 

1612 

CITY 

STATE 

ZIP 

7.5%  return  from  dividends,  plus  ap 
preciation,  over  the  next  12  months 
With  the  dividend  yield  barely  mon 
than  2.75%  and  percentage  apprecia 
tion  potentials  seemingly  very  limite( 
above  S&PI  115.84,  I  don't  see  hov 
anyone  could  be  sure  of  that. 

Or  look  at  it  this  way:  1970  divi 
dends  on  the  S&PI  totaled  $3.24  "pe 
share,"  a  payout  of  slightly  over  60! 
of  the  year's  $5.36  earnings.  Witl 
corporations  striving  to  demonstrat 
improving  balance-sheet  liquidity,  th 
payout  ratios  seem  unlikely  to  ris€ 
Thus,  1972  dividends  could  b 
around  $4.25  if  earnings  do  indee< 
rise  to  $7— meaning  that  at  S&P 
115.84  investors  bought  next  year' 
possible  dividend  income  on  a  3.7' 
yield  basis,  still  half  or  less  what  coul( 
be  obtained  with  assurance  and  rela 
lively  limited  price  risk  from  primi 
corporate  bonds.  Besides,  corporation 
may  cut  the  payout  ratio;  in  that  caS( 
1972  dividends  might  not  be  mud 
higher  than,  say,  $3.50  for  the  S&Pl 

Expensive   Stocks 

What  all  this  boils  down  to,  in  m; 
opinion,  is  that  common  stocks  recent 
ly  became  much  too  expensive  rela 
tive  to  long-term  corporate  bonds  am 
that  this  ovei"pricing  had  to  be  curec 
either  by  a  drop  in  bond  yields  (du 
to  a  rise  in  bond  prices)  or  by  a  droj 
in  stock  prices  ( resulting  in  higher  di\ 
idend  yields  and  a  lower  earning 
multiple)  or— more  likely,  I  suspect- 
a  combination  of  the  two.  In  th 
stock  market,  the  necessary  adjus 
ment  could  probably  not  be  accon 
plished  by  a  price  decline  of  muc 
less  than  10%;  in  fact,  if  bond  yiek 
proved  reluctant  to  fall,  stock  prio 
might  have  to  decline  more  than  10 

One  encouraging  facet  of  the  sitvi 
tion  is  that  Washington  should  wa 
to  see  long-term  bond  vields  declii 
noticeably;  these  yields  compete  wi 
home  mortffase  rates,   and   the  latt 
presumably  need  to  be  kept  attracti 
to  the  home  bu\er  if  residential  co 
struction  is  to  make  a  hoped-for  pri 
cipal     contribution     to     the     1971- 
business  recovery.  On  the  other  han 
I  find  it  difficult  to  see  what  the  A 
ministration    and    the    Fed    might 
that  they    haven't    already    done 
bring  long-term  yields  down.  Perha 
paradoxically,  the  need  to  make  so' 
anti-inHationary    noises    and    gestu 
in    the    wake    of    last    month's    "d 
lar   crisis"    miglit    tinn    the   trick.    ! 
minished      inflationary      expectati( 
would  tend  to  encourage  higher  b( 
prices  and  lower  bond  yields,  and  tl 
could  also  temporarily  take  the  ste  f 
out  of  the   bull   market   in   stocks  f 


The   columns  of   Mr.   Hooper  (f 
Mr.  Bid  will  appear  in  the  next  isi  '•■ 
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Some  investors  don't  buy 
Hoody's  "Handbook  of  Common  Stocks'' 
mtil  after  they've  made  several 
mostly  mistakes. 


^hy  wait? 

loody's  "Handbook"  costs  only  $15. 
fet  Moody's  believes  it  could  save 
'ou-or  help  you  make-hundreds, 
lerhaps  thousands,  of  dollars. 

ou  can  benefit  from  Moody's  Handbook  whether  you're 
conservative  investor  or  are  willing  to  take  big  risks 
ith  the  purpose  of  making  big  profits.  It  covers  all  the 
locks  of  interest  to  most  investors:  practically  every 
;ock  listed  on  the  New  York  Stock  Exchange,  on  the 
raerican  Exchange,  plus  many  impoi-tant  unlisted 
ocks.  2473  stocks  in  all! 

The  Handbook  includes  plenty  of  significant  facts  for 
ich  stock : 


Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price-Earnings  Ratio 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Amount 
Average  Yield 
Price  Range  (Recent) 
Price  Range  (10  years) 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own  , 

Tea  more  data  is  given  for  1010  widely  held  stocks.  A 

U  page  is  devoted  to  each. 

TheComment  at  the  top  of  each  page  defines  thequal- 

of  the  stock  as  Hir/h  Grade,  Investment  Grade,  Me- 
itn  Grade,  or  Speculative.  It  includes  Moody's  opinion 
wh^t  the  stock  may  offer,  such  as  "better  than  average 
owth  possibilities."  And  highlights  unique  character- 
ics  or  possible  drawbacks,  such  as  "Profit  margins 
ve  been  slipping  from  competitive  pressures  for  a 

ade." 
A.  chart  makes  it  easy  for  you  to  see  how  the  stock's 

.ce  has  moved  in  relation  to: 

(1)  earnings  per  share 

(2)  dividends  per  share 

(3)  other  stocks  in  the  same  industry 

(4)  Moody's  Industrial  Average 

lines  and  figures  on  the  chart  cover  the  last  18  years 
he  company  has  been  in  existence  that  long, 
■^^esults  of  Moody's  original  investigations  of  the  com- 
P'y  are  succinctly  stated  in  three  sections  under  the 
•i  dings  Background,  Recent  Developments  and  Pros- 
Vs. 
i^nd  figures  are  given  for  each  of  the  past  ten  years 
*'  all  the  appropriate  categories  mentioned  above,  such 


as  Average  Yield,  Price-Earnings  Ratio,  etc.  plus :  Cash 
Flow  per  Share,  Operating  Profit  Margin,  Net  Income, 
and  Dividend  Payout  per  Share. 

Also  included  are  number  of  stockholders  in  the 
company,  the  na)nes  of  principal  officers,  and  similar 
information. 

And  to  make  sure  just  about  any  investor  can  make 
full  use  of  the  Handbook,  there's  a  section  that  defines 
terms,  tells  what  can  be  determined  from  the  statistical 
tables,  besides  explaining  factors  peculiar  to  certain  in- 
dustries (railroads,  airlines,  utilities,  investment  com- 
panies, and  insurance  companies). 

Other  helpful  information  includes  four  separate 
charts  of  Moody's  Industrials,  Railroads,  and  Utilities 
(each  plotted  against  earnings  and  dividends)  plus  the 
Dow  Jones  Industrials  — all  from  1929  on. 

With  these  facts,  charts,  and  comments  on  hand,  isn't 
it  likely  you'll  avoid  many  of  the  mistakes  made  by  un- 
knowing investors?  If  you  look  up  any  of  the  fully  cov- 
ered stocks  in  Moody's  Handbook,  you  won't,  for  exam- 
ple, do  this:  Buy  a  stock  thinking  it  comparatively  safe 
token  unbiased,  professional  investigation  shoivs  it  eU' 
tails  considerable  risk. 

You  will  be  able  to  quickly  get  significant  facts  about 
2473  stocks.  You  will  be  able  to  analyze  1010  stocks  in 
any  of  several  ways.  You'll  find,  Moody's  believes,  that 
this  Handbook  can  prove  to  be  worth  many  times  its 
price  for  its  help  in  making  one  single  wise  purchase  or 
sale.  What  is  more,  the  $15  is  tax-deductible. 
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MOODY'S  INVESTORS  SERVICE,  INC. 
99  Church  Street,  New  York,  N.Y.  10007 
Please  send  me  Moody's  Handbook  for  Common  Stocks 
containing  vital  facts  on  2473  stocks. 
D  Bill  me  $15  plus  a  nominal  amount  for  postage  and  han- 
dling. If  not  completely  satisfied,  I  will  return  the  book  within 
10  days  without  cost  or  obligation. 

D  I  want  to  save  postage  and  handling  cost.  Check  for  $15 
is  enclosed.  If  I  am  not  completely  satisfied,  I  will  return  the 
book  within  10  days,  and  Moody's  will  promptly  refund  $15 
to  me. 


Name  (printed) 


Address 


City 


State 


Zip  Code 
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VEITORE  CAPITAL 

DIRECTORY  OF  RISK  CAPITAL  SUPPLIERS  FOR 
SMALL  AND  MEDIUM-SIZED  BUSINESSES 

The  1971  revised  and  updated  edition  of  the  authoritative 
reference  on  sources  of  venture  financing  has  just  been 
published.  This  448  page  hard-bound  booli  lists  over  400 
organizations  that  can  provide  equity-oriented  financing 
from  $25,000  to  $10,000,000  for  your  business. 

Information  for  this  directory  was  compiled  in  the 
spring  of  1971;  only  firms  presently  active  in  venture 
capital  financing  are  listed  These  firms  include: 

•  117  Pure  venture  capital  groups 

•  84  Investment  banking  firms 

•  84  SBIC'sand  MESBIC's 

•  49  Financing  counselors  and  finders 

•  37  Insurance  and  management  companies 

•  32  Operating  companies 

Detailed  facts  published  in  Venture  Capital  about  each 
of  these  firms  include: 

•  Name,  address  and  telephone  number. 

•  Person  to  contact  about  obtaining  capital. 

•  Industries  the  firm  prefers  to  invest  in 

•  Minimum,  average  and  maximum  dollar  investment. 
•Whether  the  firm  prefers  to  invest  in  start-up,  ex- 
pansion, turn-around  or  other  situations. 

•  Data  on  the  firm's  recent  investments. 

•  Whether  the  firm  is  interested  in  mergers,  divesti- 
tures, etc. 

All  information  is  presented  in  an  easy-to-use  format, 
so  that  you  may  select  those  firms  most  suited  for  your 
investment  situation.  None  of  the  data  in  the  book  is 
coded.  Also,  included,  is  explanatory  text  with  guidelines 
for  preparing  your  business  plan.  Plus-geographical  and 
preferred  industry  cross-indexes. 
Available  only  by  ordering  directly  from  the  publishers.  $25.00 


TechnimetrlCS,  Inc.  527  Madison  Ave  ,N.Y  ,N  Y   10022 
Enclosed  is  $25  for  the  1971  Edition  of  Venture  Capital. 


Company. 

Address 

City 


.Zip- 


N  V.  City  residents  add  $1.50  sales  tax.   All  N.Y.  State 
residents  add  applicable  tax.  Sorry,  no  C  O.D  s 


WHICH  FUNDS 
PERFORMED  WELL  IN  UP 
AND  DOWN  MARKETS? 

Growth  without  excessive  fluctuations  in 
price  is  an  investment  objective  which 
appeals  to  many  people. 

In  a  FundScope  survey  of  437  mutual 
funds,  only  29  performed  above-average  in 
both  the  1966-1968  bull  market  and  the 
1969-1970  bear  market.  Nine  of  these  29 
"middle-of-the-road"  funds  were  TOP  PER- 
FORMERS for  the  1966-1970  bear-market 
round-trip.  FundScope  names  these  funds. 
This  16-page  exclusive  survey  is  yours  as 
a  bonus  with  a  trial  subscription  to  Fund- 
Scope,  the  monthly  mutual  fund  magazine 
now  in  its  13th  year. 

SPECIAL  OFFER:  (new  trial  subscribers  only) 

Send  just  $17  for  a  3-month  trial  subscription 
to  FundScope,  a  thinking  man's  guide  to 
mutual  funds.  PLUS  -  5  big  bonuses  including 
the  "Middle-of-the-Road  Funds"  survey  and  the 
484-page  1971  Mutual  Fund  Guide,  the  new 
Bible  of  the  fund  industry  with  all  the  vital  infor- 
mation you  need  on  456  funds.  (GUIDE  ALONE 
SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer  the 
above  offer  with  a  money-saving  14-montti  subscrip- 
tion, send  $50  00  (10  day  returnable  guarantee). 
Include  ZIP.  No  salesman  will  call. 

FundScope,  Dept  F-15,  Suite  700 

1900  Avenue  of  the  Stars 

Los  Angeles,  California  90067 


MARKET  TRENDS 

By  Martin  T.  Sosnoff 


The  Hot-Pants  Cycle  and 
The  Game  Of  Chicken 


Because  there  is  nothing  much  really 
happening  in  the  country  today,  the 
stock  market  is  ripe  to  become  the 
prime  leisure  activity.  Actually,  it  is 
the  nerviest  game  going  on.  I  am  sure 
Merrill  Lynch  in  the  Seventies  will  be 
known  not  as  a  department  store  of 
finance,  but  as  the  top  institutional 
favorite  leisure-time  security,  replac- 
ing Disney  and  Howard  Johnson  as 
a  slice  of  Americana. 

For  the  promoters  and  money  man- 
agers, it  has  been  a  picnic  for  many 
months.  The  same  characters  who  or- 
ganized computer  software  companies 
and  burger-shake  franchises  are  now 
slapping  together  a  handful  of  Ph.D.'s 
into  ecological  think  tanks  or  opening 
organic  food  chains.  Whereas  con- 
glomeration was  a  curse  in  the  market 
last  year,  now  the  most  active  goods 
on  the  American  Exchange  are  war- 
rants of  second-rate  conglomerates. 
The  same  institutions  that  turned  their 
noses  up  at  airlines  six  months  ago  are 
now  fighting  over  them  even  though 
the  stocks  have  already  doubled  and 
red  ink  still  flows  swiftly  down  the 
empty  seats. 

Shorter   Cycles 

The  money  managers  are  playing 
the  very  American  game  of  chicken 
with  each  other.  The  reasons  for  this 
simple  but  deadly  game  are  so  basic 
to  what  is  happening  in  the  market 
that  you  should  let  me  step  back  and 
give  you  the  reasons  before  I  give 
away  the  game.  First,  accept  my  pon- 
tification  that  market  cycles  are  short- 
er and  shorter.  The  market  has  done 
in  under  a  year  what  it  usuallv  has 
taken  four  or  five  years  to  do  in  pre- 
vious cycles.  Wall  Street  has  learned 
the  Seventh  Avenue  game.  It  has 
learned  to  accept  short  cycles  and 
long  cycles,  but  mainly  short  cycles. 
Everyone  on  Seventh  Avenue  expect- 
ed hot  pants  to  die  in  two  week  in- 
tervals since  midwinter,  but  the  girls 
kept  streaming  down  Fifth  Avenue 
with  their  coats  flapping  in  the  breeze. 
So,  you  take  \'Our  write-down  on  the 
old  goods  and  go  on  li\ing.  Two 
weeks  later  you  are  in  gear  with  a 
new  line.  That  is  the  nature  of  the 
business.     Ma\be     monev     managers 


A  guest  columnist,  Mr.  Sosnoff  is  a  general  partner 
of  Atalnnta  P.irlncrs.  New  York. 


will  operate  the  same  way.  We  wi 
believe  in  America  forever,  but  onl 
two  weeks  at  a  time. 

It  is  a  fair  question  to  ask  why  th 
market  is  up  so  much  when  nothin 
really  good  has  happened.  The  slic 
answer  that  I  give  my  butcher,  wh 
has  a  criminal  mind  anyway,  is  tha 
nothing  very  bad  has  happened  ei 
ther,  so  why  not?  The  real  answe 
hes  elsewhere,  in  the  change  in  at 
titudes  toward  stocks  of  some  ver 
big  players  who  still  have  bankroll 
in  their  fists,  and  now  are  ready  ti 
play.  These  are  the  pension  funds  o 
corporations,  of  municipalities  an( 
states.  For  many  complex  and  unsatis 
factory  reasons  they  have  allowec 
their  funds  to  be  used  as  the  clumpin] 
grounds  of  the  politicians  and  banker 
who  have  administered  them. 

Obviously,    these    funds    have    no 
participated    in    the   vintage   years  o 
the    Fifties    and    Sixties.    If   you   ca; 
imagine  state  and  city  pension  fund 
investing  in  tax-free  bonds  at  25?  ir 
terest  in  order  to  insure  the  success  o, 
local  issues  in  their  domicile,  despit. 
the  fact  that  the  tax-free  feature  c| 
these  bonds  is  of  no  use  whatsoevej 
for   nontaxable    entities,    you    get  th 
idea.    All    the    controllers    across   th 
country  bailed  out  the  debt  issues  > 
their    respective    constituencies    at 
time    when    the    stock    market    w; 
grosslv    undervalued.    They    are   nOj 
sitting    with    1990    municipal    bom 
worth    about    half    their    face    valu 
But  the  actuarial  assumptions  of  tl 
Seventies  cannot  be  met  by  the  m: 
takes  of  the  Fifties  and  Sixties.  Eve] 
time  a  cop  on  the  beat  retires  after 
vears  on  the  force,  the  city  control! 
must  experience  an  acute  spasm  de 
in  his  chest. 

We  are  in   an   actuarial   revoluti 
that  is  silent  but  not  bloodless.  T 
excesses     of     underperformance 
banks  and  governmental  controllers 
an  under\  alued  stock  market  are  lei 
ing  them   toward   the  excess  of  ov 
compensation  in  an  overworked  st( 
market.  Meanwhile,  all  the  corpor 
treasurers  on  Park  Aveiuie,  La  Si 
Street    and    Wilshire    Boulevard 
swivelling    imeasily     in     their    hi 
backed  leather  chairs.  Their  colled 
wisdom  suggests  that  as  the  econo 
moves  upward,  there  is  little  hope 
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le  bond  market  to  rally  further.  And 
vou  are  holding  bonds  well  bought 
the  past  two  vears,  they  are  already 
their  call  prices  and  have  nowhere 
go  but  down.  The  decision  is  ob- 
ous— reduce  the  ratio  of  bond  hold- 
gs  and  put  the  difference  into  stocks. 
Fter  all,  if  you  believe  in  America, 
at  is  where  the  game  is.  If  you  are 
^ht.  actuarial  assumptions  can  be 
oved  up  and  hard  dollar  allocations 
the  pension  fund  can  be  reduced, 
ateriallv  benefitting  earnings.  At 
e  \ear-end.  such  a  happening  makes 
beautiful  present  for  the  office  of  the 
ief  e.\ecutive  when  it  is  scrounging 
shore  up  the  numbers. 
The  reason  for  the  chicken  game, 
en,  is  the  pending  bankruptcy  of  the 
ies  and  states  and  the  pressing  need 
r  labor  intensive  companies  to  avoid 
B  penalties  to  per-share  earnings 
)m  prospectively  higher  allocations 
pension  fimds  during  the  Seventies. 
le  vesting  rights  of  pension  funds 
B  a  national  disgrace  which  will  be 
rrected  before  long,  spearheaded 
rhaps  by  some  Senator  and  by  the 
ion  leadership  which  so  far  has 
en  peculiarly  passive  on  this  issue. 

Hold   Your    Nose    and    Buy 

And    now    back    to    the    game    of 
ickeii.      There     will     be     this      in- 
mental     money     flowing     into     the 
ck  market  that  so  desperately  needs 
perform:    so  desperately   that  it  is 
ing  the  institutions  with  the  mar- 
pillars  and  plunki!ig  money  down 
h  independent  money  management 
ups  who  are  tiot  afraid  to  pla\  the 
ne.   Their  turnover  ratio  is  a  mul- 
ot   the  old   players',  and   this   is 
y  volume  is  up  so  much  and  why 
cycle    is    so    short.    Everyone    is 
king    money    harder    and    harder, 
cash  flow  of  pension  funds  may 
iinning  close  to  $10  billion  a  year, 
if  only  part  of  this  goes  into  ag- 
sive  hands,  it  can   make  a  dilfer- 
The  dinosaurs  of  the  Seventies, 
ual    funds,   have   no   place   to   go. 
ir   iiodies    are    too    big    for    their 
ns,  and   they  must  go  on  believ- 
n  America,  fully  invested. 
e  chicken  business  is  very  simple. 
e  is  a  shortage  of  good  stories  of 
kind     high-performance     money 
to    swing    with.    The    mickey 
money  knows  this,  so  it  is  bid- 
up  the  most  prosaically  pregnant 
lesses    in    the    world    to    breath- 
g  levels.  What  can  be  more  mun- 
than   home  building  or  cement 
iction,      retailing     or     railroads, 
mg  machines,  stoves  or  sawmills 
|ng  out  2  by  4's  in  an  endless  line 
den  linear  yards?  This  is  where 
[«tion  is  and  we  are  all  holding 
OSes  and  buying. 
e  shape   of   the   early   Seventies 


has  been  decided  b\  the  market  so 
you  might  as  well  play  within  the 
trend.  The  trend  sa\s  that  if  nursing 
homes  were  phony  in  the  Sixties,  may- 
be hospitals  will  be  real.  Or,  that  if 
the  government  doesn't  subsidize 
housing  much  further,  it  could  help 
the  railroads  and  airlines  to  see  day- 
light. Anyhow,  the  consumer  eventual- 
ly will  bail  us  out,  so  get  on  board  for 
the  home-goods  cycle.  If  "Think!"  was 
the  magic  word  of  the  Sixties,  "Build!" 
will  be  the  catchword  for  the  Seven- 
ties. After  all,  the  great  growth  com- 
panies of  the  Sixties  filled  some  very 
basic  needs.  One  company  made  a  lit- 
tle pink  pill  that  freed  women's  minds 


and   another   covered   their   backsides 
in  blue  jeans. 

I  am  sticking  to  a  practice  institut- 
ed in  the  dark  spring  days  of  1970 
when  you  could  barely  whip  the  ani- 
mals out  of  their  cages  at  the  open- 
ing gong.  An  iron  lung  is  standing 
by  my  desk  in  a  state  of  instant  readi- 
ness. Someday,  when  housing  stocks 
are  selling  at  50  times  next  year's 
earnings  and  hospitals  are  going  for 
40  times,  and  cement  producers  and 
washing  machine  manufacturers  are 
out  of  sight,  I  am  crawling  into  that 
iron  lung  with  my  Bible.  I'll  read  how 
in  the  beginning  somebody  very  wise 
said,  "Let  there  be  light."  ■ 


Sir  Francis 
Pbric  Belly. 


Or  Sir  Frances  Bacon,  if  you  prefer. 

We  want  to  impress  on  people 
the  fact  that  pork  bellies  are  bacon 
— and  vice  versa. 

Pork  bellies  are  one  of  the 
most  actively  traded  commodities 
in  the  world  yet  many  people 
don't  know  what  they're  used  for. 
Now  that  you  know,  maybe  you 
ought  to  consider  trading  them 
yourself. 

Give  your  broker  a  call.  You 


may  be  surprised  to  learn 
that  people  very  much  like 
yourself  have  mastered 
commodity  futures  trading. 
Of  course  it's  not  for 
everyone.  It's  very  fast-paced 
and  exciting.  Both  the  rewards 
and  the  risks  can  be  substantial. 

Life's  like  that. 

For  an  informative 
booklet  on  commodity 
trading,  write  for  "Trading 
in  Tomorrows,"  at  the 
address  below. 
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CHICAGO  MERCAHTILE  EXCHANGE 

no  Nonh  Franklin  Street.  Cliicago.  Illinois  60606 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDING 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  J^ 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 
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DIRECTED  TOWARD  _  - 

growth 

of  your  investment  portfolio  both  in 
terms  of  INCOME  and  APPRECIA- 
TION, Babson's  Investment  Apprais- 
al &  Review  Sen/ice  offers  you: 
Portfolio  Analyses,  Appraisals  and 
Reviews  on  your  Investments  every 
90  days,  Continuous  Supervision, 
Consultation  Privileges,  Weekly  In- 
vestment Bulletins.  All  for  only 
$384  a  year  regardless  of  the  port- 
folio value.  Recommended  portfolio 
range:  $25,000  to  $250,000. 
Backed  by  Babson's  Reports  Inc., 
one  of  the  Country's  most  experi- 
enced investment  advisory  organiza- 
tions whose  advice  over  the  years  has 
influenced  the  investment  of  billions 
of  dollars.  Mail  coupon  for  free 
brochure. 


Please  send  A  &  R  Service  brochure. 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


The  Currency  Crisis 


The  reaction  of  people  to  events  in 
which  they  have  had  no  personal  ex- 
perience is  very  interesting.  Invari- 
ably their  immediate  reaction  is  neg- 
ative, and  this  reaction  will  prevail 
without  their  bothering  to  think  of 
the  implications  of  the  events. 

Early  in  May  the  dollar  was  under 
heavy  attack  in  the  foreign  exchange 
markets  of  Western  Europe  and,  to 
a  lesser  extent,  in  Japan.  This  was 
cited,  by  some  market  observers,  as 
a  reason  for  a  slip  in  prices  on  the 
New  York  Stock  Exchange.  It  seems 
to  me  axiomatic  that  if  the  dollar  is 
under  attack  because  there  is  gen- 
eral fear  that  it  is  pegged  at  too  high 
a  price,  securities  should  be  higher, 
not  lower.  If  money  is  worth  less, 
many  of  the  things  it  purchases  should 
be  worth  more;  and,  by  and  large, 
common  stocks  fall  in  this  category. 
Some  classes  of  common  stock  provide 
a  greater  degree  of  "insurance"  against 
a  dollar  devaluation  than  others,  but 
most  afford  some  sort  of  protection. 

The  interesting  thing  about  the 
currency  realignment  was  that,  in  ef- 
fect, two  of  the  strongest  Western  Eu- 
ropean currencies  were  raised,  while 
two  others,  namely  the  mark  and  the 
Dutch  guilder,  were  allowed  to  float; 
and  it  is  assumed  that,  for  the  time 
being  at  least,  the  mark  and  the  guil- 
der will  be  floating  at  levels  higher 
than  the  dollar.  The  dollar  was  not 
changed  in  relation  to  most  of  the 
currencies;  neither  was  the  theoretical 
gold  parity  of  the  dollar  altered.  In 
spite  of  the  fact  that,  on  the  free  mar- 
ket, gold  has  been  strong,  all  postwar 
currency  crises  have  been  resolved 
without  altering  the  dollar  price  of 
gold.  This  should  be  a  clear  indication 
that  the  old  gold  conversion  standard 
is  dead.  The  dollar  has  become  the 
basis  of  all  world  currencies. 

Gold   Shares 

The  investment  implications  are 
thus  pretty  obvious.  It  doesn't  mean 
that  one  should  not  own  gold  shares. 
But  it  does  mean  that  an)  new  pur- 
chases of  gold  shares  should  be  based 
on  the  criterion  that  the  price  of  gold 
will  not  be  raised  from  the  present 
level  of  $35  an  ounce.  There  may 
be  a  number  of  gold  shares  which  may 
be  attractive  long-term  holdings  even 
on   that  basis.   Certainly  some  of  the 


'better  and  newer  South  African  mine; 
would  fall  into  this  category,  espe- 
cially if  one  is  not  unduly  pessimistic 
(I  am  not  optimistic)  about  the  polit- 
ical situation  prevailing  there.  Prime 
examples  of  stocks  in  this  category 
would  be  President  Steyn  (around 
6V2),  Kloof  Gold  (around  71/2)  and 
West  Dricfontcin   (around  26). 

Many  of  the  mining  finance  houses 
represent  very  sound  values.  The 
ADRs  of  Union  Corp.  are  selling  at 
around  5y2,  and  those  of  Anglo  Ameri- 
can Corp.  at  around  8V2.  While  essen- 
tially mining  finance  houses,  both 
companies  have  a  very  wide  range  of 
investments  in  South  Africa.  For  ex- 
ample, Anglo  American  has  major 
holdings  in  many  South  African  indus- 
trial and  commercial  enterprises  un- 
related to  mining,  as  well  as  in  the 
DeBeers  diamoncl  combine  and  in  the 
Rhodesian  copper  belt. 

Unquestionably,  financial  crises  will 
again    occur,    and    people    will    once 
again  try  to  insure  themselves  through 
the  purchase  of  gold  shares.  However 
it   should   be   noted   that   the   run  tcl 
gold  shares  seems  to  have  decreased 
with    each    recurrent    financial    crisis- 
and  I  would  expect  this  trend  to  con 
tinue.   Once  again  let  me  stress  tha 
one  may  by  all  means  invest  in  golc 
shares,  provided  one  is  satisfied  tha 
it  is  a  sound  investment  even  if  thi 
price  of  gold  does  not  increase. 

Henrv  Ford  taught  us  that  the 
are  no  ifs  in  history,  but  that  does  no 
prevent  us  from  speculating  as  t 
what  would  have  happened,  if. . . 
Suppose,  in  this  last  currency  crisi: 
the  United  States  had  followe 
France's  suggestion  to  devalue  th 
U.S.  dollar  on  a  unilateral  basis.  Whi 
a  bonanza  for  the  U.S.! 

It  would  ha\'e  put  our  products  ; 
an  excellent  competitive  price  on  ti 
world  market;  it  would  have  enable 
us  to  put  our  economy  on  a  fu 
speed-ahead  basis,  without  fearing  tl 
internal  inflationary  effect  this  wou 
ha\'e  caused,  at  least  for  the  time  b 
ing;  it  would  have  given  us  breathii 
space  to  correct  our  balance  of  pa 
ments.  Many  Western  European 
nance  ministers  would  have  be' 
knocking  on  our  doors  within  a  f( 
months,  begging  the  U.S.  to  st 
what  they  would  have  called  "i 
fair  trade  practices."   ■ 
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Send  today  for  United's  new  6  part 

IDEA  PACKAGE 

for  investing  in  the  2nd  half  of  1971 

especial  Reports  including  United's  BUY  — HOLD  —  SELL  advice 
Plus  a  4-issue  Guest  Subscription  to  United  Reports 


REAL  ESTATE 

INVESTMENT  TRUSTS 

Part  of  their  appeal  is  that  they're  exempt  from 
Federal  income  taxes  if  they  distribute  90%  of 
their  taxable  income  in  the  year  earned.  They 
appear  to  be  getting  more  popular.  Only  a  year 
ago  there  were  40  of  them.  Now  there  are  over 
120.  We  believe  the  REIT's  will  gain  greater 
market  recognition  and  we're  recommending  4 
to  buy  now. 


DOUBLEKNITS 

One  measure  of  dramatic  growth  of  doubleknits 
is  the  fact  that  the  number  of  machines  in  use 
has  tripled  in  the  last  5  years.  We  don't  believe 
it's  a  fad.  The  stocks  do  involve  considerable 
risk,  but  we  have  picked  some  buys  from  these: 


Aileen,  Inc 
Duplan  Corp 
Edmos  Corp 


Jonathan  Logan 
Leslie  Fay 
Texfi  Inds 


7  LOW-PRICED 
STOCKS  WE  LIKE 

We've  picked  a  group  we  feel  has  a  good 
chance  to  go  higher.  They're  mostly  speculative, 
thus  volatile,  but  our  belief  is  that  the  risk  is 
well-matched  by  the  profit  opportunities.  We 
prefer  you  spread  your  risk  by  choosing  several 
of  these  low-priced  issues. 


LAND  COMPANIES 

POSSIBLE  INFLATION  HEDGE 

Individual  discussion  and  analysis  of  9  leading 
stocks  with  specific  advice  on  each. 


AMREP  Corp 

Gen  Deveiopm 

Arvida 

Horizon  Corp 

Deltona  Corp 

McCulloch  OH 

GAC  Corp 

Newhall  Land 

Rouse  Co 

37  SPLIT 
CANDIDATES 

In  1970  there  were  fewer  splits  than  at  any  time 
in  the  last  10  years.  It's  easy  to  understand 
when  you  figure  that  stock  splits  usually  result 
from  rising  earnings  and  stock  prices.  But  now 
the  number  of  splits  Is  growing  again,  with 
some  good  companies  joining  the  ranks.  From 
these  37  split  candidates,  we  are  especially 
recommending  6  issues. 

7  COMEBACK 
CANDIDATES 

These  are  stocks  that  just  haven't  had  the  same 
rise  as  the  rest  of  the  market.  At  this  writing 
they  are  selling  about  40%  below  their  earlier 
highs,  as  a  group.  According  to  our  analysis, 
you  may  need  some  patience,  but  we  think  their 
long-term  recovery  prospects  are  promising. 


4  issue  subscription  to  United  Reports  alone  is  $7.  This  entire  package  only 

IVIAIL  THE  POSTPAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  ...  WE  WILL  BILL  YOU 
If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept.  FM-29 

UNITED  Business  &l  Investment  SERVICE 

210   NEWBURY  STREET,   BOSTON,   MASSACHUSETTS  02116 
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The  Funds 


A  Victory,  but  for  Whom? 


Five  years  of  wrangling  finally 
ended  with  a  Supreme  Court  ver- 
dict in  April.  No,  said  the  Court 
in  a  6-2  decision:  First  National 
City  Bank  [New  York]  could  not 
sell  "commingled  investment  ac- 
counts." In  short,  it  was  banned 
from  the  mutual  fund  business. 

Predictably,  the  $53-billion-as- 
sets  mutual  fund  industry  was  jubi- 
lant. Who  needed  that  kind  of  com- 
petition? However,  even  with  the 
banks  out  of  the  picture,  there  is 
stiff  competition  ahead  for  the  con- 
ventional independent  load  funds, 
which  have  90%  of  the  industry's 
assets  and  put  up  the  bulk  of  the 
money  for  the  long  legal  fight. 

The  fact  is  that  the  economic 
pressures  on  the  fund  industry  have 
been  mounting,  even  without  com- 
petition from  the  banks.  The  large 
fund  organizations  with  their  own 
sales  forces  (such  as  Investors  Di- 
versified Services  and  Waddell  & 
Reed)  are  likely  to  continue  grow- 
ing. But  most  funds  sell  through 
stock     exchange     firms     and     the 


smaller  broker-dealer  organizations. 
This  market  is  being  squeezed  by 
higher  costs,  more  competition  and 
new  legislation.  "Many  of  these 
funds  find  it  uneconomic  to  dis- 
tribute at  a  profit  with  lower  max- 
imum sales  and  front-end  load 
charges  enacted  last  year,"  says 
Donald  Kramer,  who  is  a  partner 
in  Oppenheimer  &  Co. 

As  a  result,  two  special  segments 
of  the  industry  may  profit  more 
from  the  Court's  decision.  One  is 
the  no-loads.  Though  they  still 
comprise  only  10%  of  industry  as- 
sets, mounting  investor  cost-con- 
sciousness and  sophistication  has 
enabled  them  to  increase  their  mar- 
ket share  steadily.  According  to 
the  Investment  Company  Institute, 
there  are  now  165  no-load  funds, 
vs.  approximately  60  no-load  funds 
in  1965.  A  contrary  decision  by  the 
Court,  however,  would  have  put 
the  budget-minded  no-loads  in  a 
slugfest  with  the  huge  banks,  which 
would  also  have  been  touting  their 
no-sales-charge    feature.    There    is 


a,  distinct  possibility,  according  to 
Robert  M.  Powell,  head  of  Chica- 
go insurer  CNA  Investor  Services, 
that  in  the  near  future  "these  kinds 
of  funds  will  be  sold  increasingly 
through  direct  mail." 

The  other  main  winner  from  the 
Court's  verdict  may  well  be  the 
insurance  companies.  Over  40%  of 
the  mutual  fund  industrv's  assets 
are  either  owned  or  distributed  by 
insurance  companies.  With  their 
own  captive  sales  forces,  they  are 
in  a  much  stronger  position  to  push 
their  funds  than  is  the  average 
broker-dealer.  Now,  with  the  banks 
out  of  the  j)icture,  the  path  is  clear- 
er for  a  major  new  sales  push. 

Is  it  unfair  that  the  insurance 
companies  can  sell  mutual  funds 
while  the  banks  can't?  First  Na- 
tional City  Bank  announced  it 
would  look  into  the  Court's  deci- 
sion. But  three  weeks  after  the 
Court's  decision,  it  announced  that 
it  was  going  to  start  selling  low- 
cost  life  insurance,  the  first  com- 
mercial bank  in  New  York  state  to 
do  so.  Now  the  life  insurance  in- 
dustry can  decide  if  it  should  chal- 
lenge First  National  City  Bank. 


One  Who  Survived 


Among  the  smart  young  money 
men  of  1965-70,  few  have  shown 
the  staying  power  of  William  J. 
O'Neil.  His  Beverly  Hills-based  in- 
vestment management  firm  of  Wil- 
liam O'Neil  &  Co.  survived  some 
severe  setbacks.  In  1967  the  young 
(then  34)  Texan's  O'Neil  Fund  was 
the  hottest  of  the  hot,  rising  116% 
in  per-share  asset  value  in  a  single 
year.  On  the  strength  of  that,  the 
fund's  total  assets  rose  from  $7.2 
million  to  $50  million  in  one  year. 

But  the  O'Neil  Fund  collapsed 
with  the  hot-stock  era  that  had 
nurtured  it.  Nor  did  it  snap  back 
in  the  subsequent  rally.  In  the  last 
12  months  it  has  risen  only  19%, 
vs.  28%  for  the  S&P  500,  according 
to  Arthur  Lipper's  figures,  while 
the  total  assets  under  O'Neil  man- 
agement have  shrunk  from  nearly 
$150  million  to  $80  million. 

Two  things  saved  O'Neil  from 
the  fate  of  so  many  other  invest- 
ment houses.  First,  O'Neil  ran  a 
very  tight  shop.  He  conceived  a 
highly  automated  brokerage  house 
that  would  handle  only  discretion- 
ary accounts.  Only  one  branch  of- 


fice. No  armies  of  customers'  men 
and  analysts.  Second,  everything 
that  could  be  handled  by  com- 
puters would  be.  Intrigued  with 
electronic  data  processing,  O'Neil 
made  himself  an  expert  on  the  sub- 
ject and  developed  first-class  soft- 
ware. There  was  no  back-office 
mess  at  his  firm,  even  in  the  worst 
days  of  1969  and  1970. 

Two  years  ago,  O'Neil  said :  "The 
computers  do  80%  of  the  work  for 
us  in  stock  selection  .  .  .  We  use 
the  computer  like  a  radar  screen 
to  monitor  over  2,000  stocks." 

If  O'Neil's  computers  are  so 
smart,  how  come  the  fund  and 
other  investment  accovmts  didn't  do 
better?  Says  Bill  O'Neil,  "The  com- 
puter is  a  research  tool  that  you 
use  and  interpret.  The  indicators 
were  there,  but  we  can  misinterpret 
like  anyone  else." 

Reasoning  that  his  computer 
data  was  sound  even  if  his  interpre- 
tation wasn't  always  so,  O'Neil  de- 
cided to  offer  his  data  to  other  in- 
vestment managers.  Starting  last 
October,  every  Monday  morning  a 
large,  green-covered  700-page  book 


is  on  the  desks  of  money  managers 
at  some  50  financial  institutions, 
from  major  New  York  banks  to 
West  Coast  advisers. 

The  book  rates  about  1,400 
stocks— every  listed  stock  trading 
above  $15.  Each  stock  and  industry 
is  ranked  for  expected  market  per- 
formance based  on  a  system  in- 
volving 32  factors— earnings  trend, 
P/E  ratio,  capitalization,  daily  vol- 
ume and  so  on.  Each  factor  is  illus- 
trated on  a  neat  5-by-7  graph  for 
each  stock.  More  impressive,  all  the 


O'Neil  of  William  O'Neil 
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information  is  fresh  from  the  pre- 
ceding Friday.  "The  banks  couldn't 
understand."  sa\s  O'Xeil  in  his 
slight  Te.xas  drawl,  "how  we  phy- 
sically got  the  book  out  so  fast." 

The  service  isn't  cheap,  but  in  a 
wa\  it's  free.  Each  client  pays 
S48,000  a  year-but  in  "soft"  dol- 
lars. That  is,  he  need  only  funnel 
enough  brokerage  business  through 
ONeU  to  yield  at  least  $48,000  in 
commissions.  'Some  of  our  early 
sales  were  canceled. "  admits  Mor- 
gan Harris,  O'Xeil's  new  38-year- 
old  president,  "because  it  seemed 
too  expensi\e  and  it  wasn't  used. 
But  now  we  ha\e  about  half  the 
banks  in  the  countrv  with  more 
than  S1.5  l)illion  in  assets." 

New  York's  Bankers  Trust  Co. 
was  one  of  the  first  to  sign  and 
now  uses  five  books.  Other  cu.s- 
tomers  include  Manufactiners  Han- 
over Trust,  Security  Pacific  Na- 
tional Bank  and  First  Wisconsin 
Bankshares.  Giants  like  these  hard- 
1\  miss  the  money;  thev  manage 
billions  of  dollars  in  portfolio  funds. 
The  banks  in  particular  have  a 
^  strong  incentive:  Thev  have  been 
under  increasing  criticism  about 
how  they  allocate  their  huge  bro- 
kerage business.  The  computer  fact 
book  gives  them  a  good  reason  to 
send  some  of  it  to  OXeil  &  Clo. 

Does  this  mean  that  O'Neil  is 
changing  from  supermoney  man  in- 
to superderk?  Partly.  "We're  not 
really  getting  away  from  money 
management,"  he  demurs.  "But 
fairly  soon,  income  from  our  finan- 
cial services  will  about  equal  our 
income  from  money  management. " 

New  income  would  he  welcome; 
Like  main  investment  firms,  O'Neil 
lost  monev  last  year,  though  since 
some  management  housecleaning 
last  summer  it  has  been  at  least 
on«a  break-even  basis.  "We  expect 
to  get  100  subscribers  next  year," 
says  optimist  O'Neil.  "We  figure  our 
total  market  is  about  200"— which 
would  mean  $10  million  more  in 
commission  income,  vs.  $3  million 
total  in  1970  and  a  hoped-for  $7 
nillion  in  1971. 

O'Neil  also  plans  other  services, 
uch  as  selling  his  information 
through  a  widespread  terminal  sys- 

Iem;  a  more  extensive  research  ser- 
ace  at  $300,000  a  year;  and  ex- 
Janding  the  back-office  clearing 
vork  he  now  does  for  three  New 
Ifork  brokers.  But  probably  his  most 
cherished  plan  is  for  going  public 
ifew  vears  down  the  road.  ■ 
r 
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Ifyou  have  $20,000 

or  more  in  the  stock  market, 

let  me  manage  half  of  it  for  one  year... 

the  worst  half! 


I  am  a  personal  investment  coun- 
sellor. I  manage  other  people's  investment  dollars.  I'd  like  to  manage  the 
worst  half  of  your  portfolio  for  one  year,  then  let  you  decide  who  ought 
to  do  the  whole  job. 

I  make  this  rather  forward  suggestion  tor  your  consideration  because, 
in  the  economic  climate  we  are  experiencing,  you  may  have  noticed  it  is 
even  more  necessary  than  usual  to  apply  that  basic  principle  of  success- 
ful business  management— "Concentrate  your  resources  in  opportunities; 
keep  your  money  out  of  problems!" 

My  organization  devotes  full  time  to  watching,  analyzing  and  chart- 
ing individual  companies.  We  have  developed  what  we  call  the  "Mills 
Growth  Phase  Curve"  that  gives  us  some  indication  of  which  stocks 
may  possibly  do  better  than  average,  and  which  ones  won't. 

Wouldn't  you  like  us  to  add  our  thinking  to  yours  and  identify  the 
half  of  your  portfolio  which  may  be  least  productive  for  you? 

If  you  would  like  to  know  more  about  how  we  do  this  and  manage 
millions  of  dollars  in  investments,  write  for  our  free  48-page  booklet, 
"Personal  Investment  Counsel!'  Read  it.  Then  decide  if  you'll  accept  my 
challenge.  (You  can  list  your  portfolio  when  you  write,  or  send  for  the 
booklet  now  and  send  your  list  along  later.) 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel 
7918  Ivanhoe  Avenue,  P.O.  Box  35 1,  Dept.  2-6L,  La  JoUa,  California  92037 


WHICH  3 

NO  LOADS 


(no  broker  fee) 


ARE  LEADING  THE  WAY  UP  ? 
SHOULD  YOU  BUY  THEM  NOW? 


GROWTH  FUND  GUIDE  is  an  advl 
sory  service  which  tells  you  what  it 
thinks  and  why.  No  doubietalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 
PLUS 


our  new  bonus  report 
Load  vs.  No-Load 


Reg.  $2 


ALL  for  only  $1    (new subscribers  only) 

Just  mall  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-5,  P.O.  Box  2109 

Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent 


(^iSM 


THE  IIVVESTORS  GUIDE  TO  DYNRIVIIC  GROWTH  FUNDS 
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new  growth  phase? 

Is  it  true  that  the  sharp  recovery  in  airline 
shares  has  outrun  further  earnings  prospects? 
Are  there  other  factors  affecting  the  industry 
that  must  be  assessed  before  these  shares  can 
be  properly  appraised?  Investors  Research 
analyzes  the  possibility  that  airline  stocks 
may  be  taking  off  into  a  new  boom  phase. 
A    current    study  specifically  comments  on: 

•  DELTA  •PACIFIC  SOUTHWEST 

•  FLYING  TIGER      •  KLM  ROYAL  DUTCH 

Send  now  for  our  Special  Report  featuring 
airlines,  including  our  latest  Warket  Analysis 
Report  with  current  buy  recommendations. 
You  also  receive  weekly  ratings  on  over  600 
stocks  in  50  key  groups  plus  a  bonus-"A 
Positive  Investment  Program."  Send  31.00  for 
5-week  trial  subscription. 


/^\    Investors  Hosoaicli  H^•I)<)l•l^s 

Onpl.  F.3.  924  I.ngun.i  St.,  Sania  Barbara,  Ca.  93102 
Please  mail  my  5-«i'ok  trial  suhscriplion  lo  Ihc  IR 
REPORTS  plus'mybonusA  POSITIVE  INVESTMENT 
PROGRAM  s"iil<"   1  enrloso  Sl.OO. 
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the  new  1971 

m  Guide 

to  Business  and 

Inuestment  Seruices 

The  only  comprehensive  reference  guidebook  to 
sources  of  business  and  investment  information 
.  .  .  Nothing  like  it  available  from  ANY  other 
source    .  .  .   Just  published     .  .  .    and  it's  yours 
FREE  for  the  asking! 

At  Last!  .  .  .  One  aulhorilative  book  to  which  to  turn  for 
general  and  specialized  sources  of  business  and  invest- 
ment information.  Over  610  different  leading  business  and 
investment  advisory  services  and  newsletters  analyzed, 
described,  priced  and  categorized  in  one  handy  reference 
volume.  The  Guide's  large  Alphabetical  and  Subject  In- 
dexes were  specially  designed  for  your  convenience  to 
enable  you  to  survey,  COMPARE  and  seek  out  the  best 
sources  of  investment  information  for  your  particular 
needs.  Cuts  reading  and  searching  time.  Cuts  purchasing 
costs.  Covers  every  conceivable  business  and  investment 
subject.  What  these  services  and  publications  are. ..What 
they  do  for  you  .  .  ,  How  often  they  are  published  .  .  . 
What  they  cost  .  .  .  Where  and  how  to  get  them  .  .  .  All  the 
vital  facts  and  figures  right  at  your  fingertips.  A  MUST 
desk-side  companion  for  EVERY  investor!  and  it's  FREE! 

Which  of  these  subjects  interest  you? 

fu3t  some  of  the  subjects  covered  by  i 
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Warrants. 

How  to  tap  a  magnificent  flow  of  valuable  authoritative 
Information  and  professional  ideas,  all  directly  from  ac< 
knowledged  and  leading  experts  in  investment  areas  of 
your  own  choosing,  when  you  need  it  and  at  little  or  no 
cost! 

Did  you  know  that  you  can  obtain  trial  subscriptions  and  professlonul 
opinions  from  the  services  of  your  choice,  when  you  want  them  and 
ut  liltle  or  no  cost,  under  a  sp<.'<  la/.  .xr  lusive  arrangement  which  en- 
ables you  to  select  the  BEST  sources  of  business  and  investment  infor- 
malion  for  ynur  parliiiiUr  investment  needs?  Thais  right!  This  same 
EXCLUSIVE  Plan  enables  you  to  keep  better  informed  than  you  ever 
Ihoughl  was  possible.  First,  it  tells  you  how  to  seek  out  and  select  the 
RIGHT  sources  of  business  and  investrntrnl  inlormalion  for  your  par- 
ticular needs.  Then  il  shows  you  how  to  obtain  trials  from  these 
sources,  all  DIRECTLY  from  the  leading  experts  of  your  own  choos- 
ing. It  shows  you  how  lo  obtain  this  mormons  wealth  of  information 
and  Ideas  EXACTLY  when  you  want  il,  at  little  or  no  costs,  and  with 
absolulply  NO  OBLIGATION,  A  special  feature  in  the  GUIDE  de- 
scfibi-s  Ihis  completely  new.  unique  and  exclusive  Plan  designed  to 
minimize  your  time  and  risk  and  lo  maximize  your  efficiency  in 
selfcllnB  investment  services  that  specifically  suits  your  needs. 

There  is  no  other  book  available  now  that  contains  the 
unique  information  to  be  found  in  the  NEW  1971i  $|[; 
GUIDE   TO  BUSINESS  AND  INVESTMENT  SERVICES 
and  it's  yours  free,  if  you  act  today! 

■ Send  for  your  copy  NOW! 

I  SELECT  INFORMATION  EXCHANGE  ; 


Box  770-WallStr„.  _ 
New  York,  N  Y.  10005 


:(  Sla 


.  Dcpt.  C-6 


I  D  YES.  send  me  free  and  without  obligation 
=;         The  New  1S71  tSj|i  Guide  to  Business  and 
I  investment  Services. 


AddiotB— 
City 


-Zip- 


Imporlani:  Make  c«rlain  to  include  Zip 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCNULZ 
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ABRAHAM  &CO. 

Mtmb«»  New  York  stock  Exchinn  ,  I  no. 
•nd  othir  liidini  Oohmtrs 

120  Broadway.  Naw  York, .  .  i.  10OO5 


Trends 

&  Tangents 

(Continued  from  page  8) 
United  are  making  a  concerted  ef- 
fort to  woo  the  coach  passenger, 
who  more  often  than  not  is  a  pleas- 
ure-bent tourist.  What  remains  to 
be  seen  is  whether  the  tourist 
trend  will  be  slowed  bv  the  recent 
CAB  action  allowing  the  lines  to 
raise  their  fares  a  maximum  of  6%. 

William   Tell's   Children 

For  no  apparent  reason  except 
that  it  is  inexpensive— $25  will 
give  you  a  start— archery  is  sud- 
denly enjoying  a  boom,  with  the 
number  of  people  enjoying  the 
sport  having  risen  40%  in  the  last 
five  years.  The  newcomers  are  in 
part  hunters,  who  are  allowed 
much  longer  seasons  and  can  bow- 
hunt  areas  prohibited  to  firearms, 
and  in  part  students  and  campers 
whose  schools  and  camps  are  add- 
ing archery  to  their  physical  edu- 
cation programs.  Latest  evidence 
of  the  trend  is  that  in  1972,  for 
the  first  time  in  64  years,  archery 
is  being  raised  to  a  gold-medal 
sport  in  the  Olympic  Games. 

Fifteen   Seconds   To   Live 

A  package  that  self-destructs  in 
15  seconds  after  being  put  in  wa- 
ter is  not  part  of  a  spy  show  but 
an  interesting  new  pesticide  pack- 
age offered  by  FMC  Corp.  De- 
signed mainlv  for  pesticides  that 
are  dangerous  to  apply,  the  new 
packaging  permits  bag,  contents 
and  all  to  be  dumped  in  the  spray- 
er together,  leaving  no  contaminat- 
ed package  to  be  disposed  of. 

Path    of   Least   Resistance 

Rheingold's  four  beer  brands 
compete  with  giants  like  Schlitz 
and  Budweiser;  Rheingold's  three 
Pepsi  bottlers  compete  with  big 
Coke.  But  Rheingold's  little  Grap- 
ette  Co.,  recenth'  renamed  Flav- 
ette,  has  no  such  big  national  com- 
petition, so  much  of  the  New 
York-based  company's  energies  are 
going  into  the  Flavette  operation. 
Rheingold  has  introduced  the  Flav- 
ette line  into  Southern  California 
through  its  Los  Angeles  Pepsi  fran- 
chise and  will  soon  begin  mar- 
keting the  line  in  Puerto  Rico. 
By  signing  more  independent  bot- 
tlers, Rheingold  hopes  to  make 
Flavette  the  dominant  national 
brand  in  the  $1 -billion  flavored 
soft    drink    market.    As    for    beer, 
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Rheingold  is  content  just  to  hold 
even;  though  beer  accounts  for 
well  over  half  of  the  company's 
$187  million  sales,  some  60%  of 
profits  come  from  soft  drinks. 

Piracy   in    the   Air 

Jiootlegging,  usually  thought  of 
nostalgically  in  connection  with 
the  Prohibition  Era,  is  still  very 
much  present  in  the  recording  in- 
dustry, where  the  bootleggers 
make  unauthorized  records  and 
tapes  on  which  they  pay  no  roy- 
alty and  which  they  sell  as  much  as 
50%  below  regular  prices.  How 
prevalent  the  practice  is  may  be 
indicated  by  a  recent  federal  court 
judgment  in  Phoenix  that  led  to 
the  seizure  of  most  of  the  equip- 
ment in  a  modern  plant.  The  plant 
reportedly  employed  about  100 
people  on  a  three-shift  basis.  And 
in  Los  Angeles,  Ampex  Corp.  filed 
suit  against  nine  retailers  for  alleg- 
edly selling  recordings  of  perfor- 
mances to  which  Ampex  has  mar- 
keting and  manufacturing  rights. 

Pipe  with   a  Plus 

Steel  pipe  coated  with  high-den- 
sity polyethylene  has  taken  a  good 
share  of  the  market  from  old-stvle 
coal-tar-coated  pipe  since  the  for- 
mer was  introduced  in  1959.  This 
is  particularly  true  in  the  gas  dis- 
tribution industry,  where  PE-coat- 
ed  pipe  now  accounts  for  more 
than  half  the  total.  Production  in 
1971  is  expected  to  exceed  last 
year's  80  million  feet,  as  plastic 
insulated  pipe  takes  on  the  job  of 
transporting  liquified  natural  gas 
from  ship  to  storage. 


FOREIGN 


Traffic  Jam 

As  the  Japanese  are  discovering, 
prosperity  has  its  own  problems: 
Japan  could  literally  choke  on  its 
own  affluence.  It  is  the  world's  No. 
Three  producer  of  automobiles, 
and  there  are  now  7  million  cars  in 
Japan,  about  one  for  every  15  peo- 
ple—not much  compared  with  87 
million  cars  in  the  U.S,  about  one 
for  every  2.4  people.  However,  de- 
spite Japan's  booming  auto  exports, 
the  number  of  cars  on  the  road  is 
increasing  faster  in  Japan  than  in 
any  other  major  country.  If  the 
Japanese  attain  the  U.S.  car-to-peo- 
ple ratio,  the  result  would  be  43 
million  cars  in  an  area  smaller  than 
California  and  five  times  more 
densely  populated.  ■ 
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READERS  SAY 


WHICH  2 


(Continued  from  page  11) 

Sir:  The  article  on  Japan  ignores  most 
f  the  imfxjrtant  developments  in  U.S. 
rade  relations  with  Japan  in  the  last 
ivo  years,  as  well  as  the  far-i  caching 
[lifts  in  Japanese  trade  policy.  U.S.  ex- 
erts to  Japan  rose  by  33*"!:  in  1970, 
i'hile  impKjrts  increased  bv  onlv  20'^.  The 
ipanese  government  has  taken  a  num- 
er  of  important  steps  to  accelerate  im- 
ort  growth  and  slow  down  its  export 
ro\\th.  It  has  already  imposed  re- 
Taints  on  key  textile  exports.  .\nd  for 
U  exports,  Japan  has  greatK-  reduced  its 
)mier  tax  incentives,  which  will  have 
le  effect  of  blunting  export  growth. 

—Noel    Hemmendinger 

Deputy   Director, 

U.S. -Japan  Trade  Council 

Washington,  D.C. 

Sir:  As  a  country,  we  might  well  copy 
ipan  for  a  change.  U.S.  industry,  gov- 
mment  and  labor,  if  not  in  uneasy 
rmed  truce,  are  often  in  open  or  gueril- 
1  warfare.  We  seem  to  bog  down  in 
sentments,  frustrations,  and  blaming 
)meone  else  instead  of  engaging  in  hon- 
it  self-assessment  and  self-improvement, 
he  I'.S.  might  benefit  from  a  year  of 
»mial  communication  between  all  seg- 
lents  of  our  society  to  think  through 
pmmon  goals,  based  on  identified 
irengths  and  weaknesses,  thereby  re- 
lilding  some  morale  and  momentum. 

—Victor  H.  Pomper 

President, 

H.H.   Scott,   Inc. 

Mavnard,  Mass. 

Sir:  The  public  naturally  has  a  hard 
understanding  the  intricacies  of 
»ulated/nonregulated  trade  between 
tions  and  I  think  you  have  done  a 
service  to  our  country  with  this 
icle. 

—John   E.   Reeves 

Chairman, 

Reeves  Brothers,  Inc. 

New  York,  N.Y. 

,  Not  Down! 

iiH:*  In  your  table  on  most  active 
:ks  in  the  May  1  issue,  Bohack  is  list- 
without  noting  a  3-for-2  stock  split 
ich  took  place  on  Feb.  1 .  This  w  ould 
e  Bohack  a  price  gain  of  45'^'  rather 
n  the  2.9'~c  decline  you  listed. 

—Martin  Henken 
New  York,  N.Y. 

wedish  Development 

IB:  Re  the  reference  to  Aerojet-Gen- 
's installation  of  "a  giant  pneumatic 
te   collection    svstem"    at    Walt    Dis- 

World,  Fla.  ^Forbes,  May  i,  p.  22). 
T  conclusion  "that  it  couldn't  risk 
ding  anywhere  else"  should  be  cor- 
ed. The  technology  was  developed  in 
den  where  four  systems  were  op- 
ing when  we  started  the  design  for 

Disney   project.   Eight   systems  have 


(no  broker  fee) 

are  RISING  SHARPLY? 

AGGRESSIVE 
GROWTH  FUNDS 

REPORT 

AGFR  dynamic  NO  LOAD  FUNDS 

continue  their  outstanding 

performance 

JOIN  THIS  EXCITING  MARKET 
READ  THIS  MONTH'S  AGFR  REPORT 


IVIail  $1.  today 

includes: 

•  Most  Attractive  Funds 

•  Supervised  List 

•  Exciting  New  Funds 

•  Current  Ratings 

•  Performance  Records 

•  Buy/Sell  Recommendations 


Chas  H.Thomas, Inc.Dept    F-23-1 

P  0.  Box  667 

Los  Altos.  Calif.  94022 

Gentlemen:  I  enclose  $1. 

Please  send  current  AGFR  Report 

including  all  features. 

Name 


Address, 


City. 


I 
I 
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dividend  notice 


MIDDLE   SOUTH   UTILITIES,   INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  25'/2^ 
per  share  of  the  Common  Stock,  payable  July  1,  1971,  to 
stockholders   of    record   at  the  close  of  business  June   11,   1971. 


May  21,  1971 


[  JAMES  E.  AMMON 
I  Treasurer  and  Secretary 

THE  MIDDLE  SOUTH   UTILITIES  SYSTEM 

Arkansas  Power  Slight  Company      Mississippi  Power  &  Light  Company 
Louisiana  Powers  Light  Company      New  Orleans  Public    Service    Inc. 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

1.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center,  Oept  A6 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


READERS  SAY 


Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas  77005 

Quarterly  Dividend 
450  per  Common  Shiare 

Payable  June  15, 1971 
Record  May  28, 1971 
Declared  April  28, 1971 

Cyril  J.  Smith 
Secretary 
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596  Convertible  Bonds  and  I 

356  Convertible  Preferred  Stocks  i 

now  currently  traded    can    be    Ignored    by   an  g 

investor   only   to    his   own   detriment.    In    many  g 

cases  on  intelligently  selected  convertible  can  B 

sharply  limit  risk  on  the  downside,  while  pro-  1 

viding   just  as  much  appreciation   as  the  com-  = 

mon   on    the    upside,   and    many    times    higher  M 

yields  and  lower  commissions.  1 

Let  our  R.  H.  M.  Convertible  Survey — one  of  § 

the   larfjcst  convcrlihle  services   in   the  country,  1 

and  subscribed  to  by  bankers,  brokers  and  in-  3 

stitutions  throughout  the  investment  world — tell  O 

you  the  whole  story  of  the  convertible  bond  and  1 

convertible     preferred     slock     and     outline     a  g 

method  by  which  you  can  profit  from  the  950  = 

convertibles   currently   traded.  = 

A   valuable  descriptive  folder  is  available  to  = 

you  free  on  request  and  will  be  sent  without  any  S 

obligation.    Just   mail    this    :kI    with    your   name  1 

and     address     to    "Converlibks"     Dept.    TF-3,  g 

R.  H.  M.  Associates,  220  Filih  Ave.,  New  York,  = 

N.Y.    10001.  I 

Send  today!  8 
lllllllllllililllllllllllllllllilllllllllllllllllllllllllllllllllllllllllllllllllilnlilllllllliilllllllllllllllilllllllllllllllllll^ 


now  been  completed  in  Europe  and 
many  additional  .systems  are  under  con- 
struction. In  the  U.S.  we  presently  have 
ten  such  systems  under  contract. 

—Peter  H.  Luiten 

Marketing  Manager, 

Envirogenics  Co. 

An  Aerojet-General  Co. 

El  Monte,  Calif. 

Check  the  Footnotes 

Sir:  Mr.  Thomas  J.  Watson  Jr.  has  a 
salary  of  $1,50,000,  but  he  also  will  re- 
ceive "additional  pin  money"  that  your 
article  "Who  Gets  the  Most  Pav"  (Mai/ 
15)  oveilooked-$263,7.3.5.  His  1970  base 
pay  was  increased  by  annual  install- 
ments from  prior  years'  deferred  percent- 
age compensation.  You  did  Mr.  Watson 
and  IBM  an  injustice  by  posting  him  in 
the  $1.50,000  class.  His  income  deserved 
a  footnote. 

—Otto  A.  Kopp 
New  Hyde  Park,  N.Y. 

A  footnote  on  the  table  speciftcalh/ 
states  that  deferred  compensation  and 
stock  options  are  excluded  from  1970 
salanj  figures— Kv. 

Enough  Depth 

Sir:  Your  deep  water  ports  report 
(Forbes,  Apr.  15)  stated  "no  port  in  the 
U.S.,  East  or  West  Coast,  can  handle 
.  .  .  OBO  ( oil  bulk  ore )  carriers  ...  of 
250,000  tons."  The  main  entrance  fair- 
way of  the  Port  of  Long  Beach,  Calif, 
has  just  been  deepened  to  62  feet  ( 19 
meters),  enabling  superships  of  over 
200,000  DWT  to  enter.  In  the  Seven- 
ties, Long  Beach  stands  ready  to  provide 
superterminals  sufficient  to  serve  the  third 
generation  of  superships. 

— T.  J.  Thohley 

General  Manager, 

The  Port  of  Long  Beach 

Long  Beach,  Calif. 

Sir:  Piiget  Sound,  located  in  the  state 
of  Washington,  is  a  natural  deep-water 
body  of  water  with  minimum  depths  of 
100  feet  from  the  Pacific  Ocean  to  Seat- 
tle and  other  Puget  Sound  ports. 

—Arthur  H.  Yoshiok.\ 

Director,  Planning  &  Research, 

Port  of  Seattle 

Seattle,  Wash. 

Who's  He? 

Sir:  In  your  April  1.5th  story  on  Aba- 
cus Fund,  mention  is  made  of  Clifford. 
Who  is  he? 

—Paul  A.  Forche 
Tulsa,  Okla. 


Forbes  apologizes  to  Mr.  Patrick  Clif- 
ford, chairman  of  Securiti/  National  Bank, 
toho  lo.it  his  fir.it  name  and  his  title  on 
the  cutting  room  floor— Eo. 


Pennzoil 
United 

DIVIDEND  NOTICE 


The  following  dividends  have  been 
declared: 

205;  per  share  on  the  Common  Stock 
of  the  Company  payable  on  June  15, 
1971  to  stockholders  of  record  at  the 
close  of  business  on  May  28,  1971. 

33y3  0  per  share  on  the$1.33V3  Cumu- 
lative Preference  Common  Stock  of  the 
Company  payable  on  July  1,  1971  to 
stockholders  of  record  at  the  close  of 
business  on  May  28,  1971. 

39%0  per  share  on  the  Sl.SSVa  Cumu- 
lative Preference  Common  Stock  of  the 
Company  payable  on  July  1,  1971  to 
stockholders  of  record  at  the  close  of 
business  on  May  28,  1971. 


R.  B.  BERRYMAN 
Corporate  Secretary 


May  3,  1971 


Pennzoil  United,  Inc. 
900  Southwest  Tower 
Houston,  Texas  77002 


44lst  DivitientI 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 
Consecutively  Paid 
For  Over  103  Years 

A  quarterly  dividend  of  fifty 
cents  (50c)  a  share  will  be 
paid  on  June  14,  1971.  to 
stockholders  of  record  May 
14,  1971. 

SAMUEL   B.   CASEY,  JR. 
President 

Divisions 
Transportation  Equipment 

Pullman -Standard 
Trailn)obile 

Engineering/Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

Pullman  Transport 

Leasing  Company 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Societe  des  Remorques,  Semi- 

Remorques  et  Citernes  Traitor 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Berry  Metal  Company 
Aloe  Coal  Company 
F.  C.  Torkelson  Company 
Unimation,  Inc. 
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ABRAHAM   &  COMPANY  82 
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1  Inc. 

AMERICAN   SMELTING  AND 
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Agency:    Hill  and  Knowlton.   Inc. 
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Agency:    PostKeyesGardner   Inc. 

CANON   USA,    INC.  17 

Agency:    Dentsu  Corporation 
of  America 

CARILLON  IMPORTERS,  LTD. 
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&    ELECTRIC    COMPANY  4 
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FIRST  NATIONAL  CITY  BANK      Back  Cover 

Agency:    Albert  Frank  Guenther  Law, 
Inc 

THE    FLINTKOTE    COMPANY 

Agency:    Ketchum,  MacLeod  & 
Grove,  Inc 

FORBES  MAGAZINE 

O  F.O.R.Q.  INTERNATIONAL 

Agency:    FRA  International,   Inc 

□  FORT  HOWARD 
PAPER  COMPANY  3rd   Cover 

Agency    Marsteller  Inc. 

FRUEHAUF  CORPORATION  57 

Agency:    Burton  Sohigian  Inc 

FUNDSCOPE  74 

Agency:    Doremus  &  Company,   Ltd. 

GROWTH   FUND  RESEARCH,   INC.  81 
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INVESTORS  RESEARCH  COMPANY  81 

Agency:    Palmer,  Larson  &  Bateman, 
Inc. 

JOHNS-MANVILLE  62 

Agency:    Cunningham  &  Walsh  Inc. 

THE  JOHNSTON  MUTUAL 
fUND    INC.  85 

Agency:    Pace  Advertising  Agency,    Inc. 

a  KAMPGROUNDS  OF  AMERICA.   INC.  38 

Agency:    West  Advertising  Agency 

LTV  AEROSPACE  CORPORATION  53 

Agency:    Tracy-Locke,    Inc. 

LIGGETT  &  MYERS  INCORPORATED  18 

Agency:    Friedlich,   Fearon  & 
Strohmeier 

LONE  STAR   INDUSTRIES,   INC 39 

Agency:   O.  S.  Tyson  and  Company,  Inc. 

MARTIN   MARIETTA  CORPORATION      44-45 

Agency:    Redmond  Marcus  &  Shure 
Incorporated 
n  MEXICAN  NATIONAL 

TOURIST   COUNCIL    11 

Agency:    Frojen  Advertising,  Inc. 

Q  MIAMI  LAKES  INN 

*  COUNTRY  CLUB 8 

Agency:    Samuel   B.  Crispin 
&  Associates 

Q  MIDDLE  SOUTH  SERVICES,  INC.      27  &  83 

Agency:   Cranford/Johnson  & 
Associates 

MANSFIELD  MILLS,  INC. 81 

Agency:   The  Bowes  Company 
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[j   MONSANTO  COMPANY,  INC.    6 

Agency:    The  Advertising  and 
Promotion  Group 
MOODY'S  INVESTORS  SERVICE,  INC.       73 

Agency:    Albert   Frank-Guenther  Law 
MORGAN  STANLEY  &  CO. 
INCORPORATED    70 

Agency:    Doremus  &  Company 
n   N   L  INDUSTRIES,   INC 68 

Agency:    The  Marschalk  Company,    Inc. 
NORTH  AMERICAN 
ROYALTIES,    INC.  8 

Agency:    Power  and  Condon  Advertising 
n  OMAHA  PUBLIC  POWER  DISTRICT  47 

Agency:    Holland   Dreves   Reilly,    Inc. 
THE  PAODINGTON  CORPORATION 
(J&B    SCOTCH    WHISKY)  33 

Agency:    E.  T.  Howard  Co..   Inc. 
PAN  AMERICAN  WORLD 
AIRWAYS   INC. — 
Business  Jets  Division  .  12-13 

Agency:    Carl   Ally   Inc.,  Advertising 

PANHANDLE  EASTERN 

PIPE    LINE   COMPANY  84 

Agency:    Albert   Frank-Guenther  Law 

PENNZOIL  UNITED,  INC.  84 

Agency:    Bozell   &  Jacobs,   Inc. 

PHELPS   DODGE   CORPORATION  38 

Agency:    Compton  Advertising,   Inc. 

ROWE  PRICE  NEW  ERA 

FUND,   INC.  76 

Agency:    VanSant,   Dugdale  and 
Company,  Inc. 

T.  ROWE  PRICE  GROWTH 

STOCK   FUND,   INC.  84 

Agency:    VanSant,   Dugdale  and 
Company,   Inc. 

PULLMAN    INCORPORATED       84 

Agency:    French  &  Preston,   Inc. 

RCA  COMPUTER  SYSTEMS 

DIVISION  28-29 

Agency:    J    Walter  Thompson  Company 

R.H.M.    ASSOCIATES  84 

Agency:    Markwell   House  Inc. 

SELECT   INFORMATION    EXCHANGE  82 

Agency:    Crawford   Advertising 
Company 

SIMMONS  COMPANY  54-55 

Agency:    A r nd t  •  Preston 'Cha pin 'Lamb 
&  Keen'Inc. 

SMITH,   BARNEY  &  CO. 

INCORPORATED  51 

Agency:    Albert  Frank-Guenther  Law 

SOMERSET  IMPORTERS,  LTD. 

JOHNNIE  WALKER 

BLACK  LABEL  2nd  Cover 

Agency:    Smith/Greenland  Company 
Inc. 

SOUTHERN  NATURAL  GAS  COMPANY      85 

Agency:    Doremus   &  Company 

STANDARD  OIL  COMPANY 

(NEW  JERSEY)  85 

Agency:    Albert   Frank-Guenther  Law 

n  SUCCESS  MOTIVATION 

INSTITUTE,  INC.  38 

Agency:   Advertising  &  Marketing 
Associates,  Inc. 

TECHNIMETRICS,   INC 74 

Agency:    Herman  &  Associates,  Inc. 

□  TENNECO   INC.    34-35 

Agency:    Bozell  &  Jacobs,   Inc. 

CHARLES  H.  THOMAS  INC 83 

Agency:    Michelson  Advertising,  Inc. 

UNITED  BUSINESS 

SERVICE  CO.,  INC 77,  78,  79 

Agency:   The  Silton  Company,  Inc. 

THE  VALUE  LINE 

INVESTMENT   SURVEY    72 

Agency:   The  Vanderbilt  Advertising 
Agency,   Inc. 

□  THE  WARNER  &  SWASEY  COMPANY 3 

Agency:   The  Griswold-Eshleman 
Company 

XEROX  CORPORATION    37 

Agency:    Needham,  Harper  &  Steers, 
Inc.,  Advertising 


k^4^  Investments  Geared  to  America's  Future 

JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave,,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 


NAME 


ADDRESS . 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  129 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
June  14,  1971  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  May  28,  1971. 


PETER  C.  SMITH 

Vice  President  and  Secretary 

Dated:  April  30,1971 
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DIVIDEND  NOTICE 

More  than  800,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  90^'  ])cr  share  declared 
Aoril  28,  1971  and  payable  June 
10,  1971  to  shareholders  of  rec- 
ord May  12,  1971. 

1971  is  the  89th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(New  Jersey) 
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THOUGHTS 


•   •   • 


ON  THE 
BUSINESS  OF  LIFE 


Oh,  give  us  the  man  who  sings  at 
his  work.  —Thomas  Carlyle 


It  would  be  glorious  to  see  man- 
kind at  leisure  for  once.  It  is  nothing 
but  work,  work,  work. 

—Henry  David  Thoreau 


The  average  vacation  is  one-tent 
playing— nine-tenths  paying. 

—Arnold  Glasoi 


It  has  been  said  that  idleness  is 
the  parent  of  mischief,  which  is  very 
true;  but  mischief  itself  is  merely  an 
attempt  to  escape  from  the  dreary 
vacuum  of  idleness. 

—George  Barrow 


Whenever  a  man  does  a  thorough- 
ly stupid  thing  it  is  always  from  the 
noblest  motive.  —Oscar  Wilde 


We  must  not  inquire  too  curiously 
into  motives.  They  are  apt  to  become 
feeble  in  the  utterance. 

—George  Eliot 


A  benefit  consists  not  in  that  which 
is  done  or  given,  but  in  the  intention 
of  the  giver  or  doer.  —Seneca 


We  are  all  mortals,  and  each  is  for 
himself.  — Moliere 


Pleasure  and  pain  are  the  only 
springs  of  action  in  man,  and  always 
will  be.  —Claude   Helvetius 


B.  C.  FORBES 

To  relish  work  thoroughly 
there  must  be  more  than  a  pure- 
ly selfish  motive;  there  must  be 
at  either  the  front  or  the  back  of 
the  mind  an  inspiration  based 
on  unselfishn-ss,  a  desire  to  suc- 
ceed for  the  pleasure  or  benefit 
it  will  mean  for  someone  else- 
wife,  children,  parents  or  other 
interested  party.  Or  the  impel- 
ling and  propelling  inward  force 
may  be  a  longing  to  achieve 
something  for  the  common 
good,  for  mankind,  or  for  the 
nation,  state,  county,  city  or  vil- 
lage. Work  is  what  we  make  it, 
a  pain  or  a  plea.sure.  And  as  most 
of  our  waking  hours  are  .spent 
at  work,  it  is  the  part  of  wisdom 
to  get  on  friendly  terms  with  it. 


Let  them  call  it  mischief;  when  it 
past  and  prospered,  it  will  be  virtu* 
—Ben  Jonso 


Pleasure  is  in  itself  a  good;  nai 
even  setting  aside  immunity  froi 
pain,  the  only  good. 

—Jeremy  Benthai 


Some  things  must  be  good  in  then 
selves,  else  there  could  be  no  measui 
whereby  to  lay  out  good  and  evil. 

—Benjamin  Whichcot 


Every    noble    activity    makes    rooi 
for  itself. 

—Ralph  Waldo  Emerso 


We   can   do   more   good   by   beir 
good  than  in  any  other  way. 

—Rowland  Hii 


There  is  a  hook  in  every  benefit, 
that  sticks  in  his  jaws  that  takes  that 
benefit,  and  draws  him  whither  the 
benefactor  will.  —John  Donne 


More  men  have  died  from  overwork 
than  the  importance  of  the  world  justi- 
fies. — Rudyard  Kipling 


My  chief  study  all  my  life  has  be( 

to    lighten    misfortunes    and    multip 

pleasures,  as  far  as  human  nature  ca 

—Mary  Wortley  Montac 


The    luxury    of    doing    good    sur- 
passes every  other  personal  enjoyment. 
—John  Gay 


We  are  here  not  to  get  all  we  can 
out  of  life  for  ourselves,  but  to  try  to 
make  the  lives  of  others  happier. 

—William  Osler 


Man  must  work.  That  is  certain 
the  sun.  But  he  may  work  grudging 
or  he  may  work  gratefully;   he  m. 
work  as  a  man,  or  he  may  work 
a  machine.  —Henry  Gil 


Almost  any  idea  is  good  if  a  man 

has    ability    and    is    willing    to    work 

hard.    The   best   idea   is   worthless   if 

the  creator  is  a  loafer  and  ineffective. 

—William  Feather 


Indifferent  acts  are  uidged  by 
their  ends;  sins  are  judged  by  them- 
selves. —St.  Augustine 


A  Text .  .  . 

Sent  in  by  John  W.  Eyster,  F'ort 
Atkinson,  Wis,  What's  youi-  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


It  is  vain  for  you  to  rise  up  early,  to 
sit  up  late,  to  eat  the  bread  of  sor- 
rows: for  so  he  giveth  his  beloved 
sleep.  —Psalms  127:2 
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Stranger,  Keep  Out 


Where  The  No  Trespassing  Signs 
Are  Going  Up  For  Industry 
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Yj\x  have  problems.  We  have  solutions. 


Face  it.  If  you're  part  of  the  construction 
industry  you've  got  problems.  Every  growing 
industry  has. 

But  we're  growing  fast  enough  to  give 
you  solutions.  For  example. 

Plant  construction.  Literally  from  start  to 
finish.  Anywhere  in  the  world. 

Any  kind  of  project. 

Our  tubings  and  flexible  hoses  are 
solving  problems  by  improving  heating  and 
cooling  efficiency  in  office  buildings,  refineries 
and  factories. 


Our  seamless  zirconium  and  other  tubing 
are  the  "life  lines"  of  75%  of  the  world's 
nuclear  power  plants. 

We  have  world-wide  capabilities  and 
equipment  for  helping  you  control  air,  liquid 
and  solid  waste  pollution. 

And,  we  developed  seats  for  construction 
vehicles  that  improve  operator  efficiency 
up  to  15%. 

So,  if  you  have  a  problem,  or  anticipate 
one,  call  us.  We're  experienced  at  solving 
construction  problems. 


UOl  serves  the  construction  industry  through  these  divisions:  (a.)  Engineered  cunslrucliun  In  I'rocun.  Inc.  (h.)  Atrcorrectton  by  UOP,  air  pollution  control  eqi 
rnent.  (c.)  Hexonics  by  UOP.  flexible  pipes  and  tubes  for  moving  gases,  liquids,  solids,  (d.)  tioslrom  sealing  by  UOP,  driver  protecting  suspension  seats 
fcavy  c""struction  mathi.^ry  (e.)  Wolverine  Tube  by  UOP.  seamless  tubing  for  nuclear  power  plants  and  all  manner  of  construction.  If  you're  looking 
mIwUmm  write,  call  UOP  (Universal  Oil  Products  Company),  UOP  Plaza,  Des  Plaines,  ifi.  60016. 
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"If  I  don't  go,  I  don't  get" 


In  the  South  is  an  old  man  with  a  rowboat  who  ferries  passengers  across  a 
mile- wide  river  for  10  cents. 

Asked,  "How  many  times  a  day  do  you  do  this?",  he  said,  "As  many  times  as 
I  can  because  the  more  I  go,  the  more  I  get.  And  if  I  don't  go,  I  don't  get". 

That's  all  you  need  to  know  —  all  there  is  to  know  —  about  business,  eco- 
nomics, prosperity  —  and  self-respect. 


Short-run  metal  fabricators  use  this  tape  controlled 
Wiedematic®  Turret  Punch  Press,  product  of  Warner 
&  Swasey's  Wiedemann  Division,  to  manufacture 
parts  at  production-line  speeds  and  costs. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


I^ODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 
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Over-the-road  tonnage  will  be  up  22%  by  1975. 
And  Fniehauf  Trailers  will  carry  most  of  it. 


For  years,  motor  transport 
has  been  the  lifeline  of  the  world's 
freight  transportation  business. 
And  indications  are  that  this 
industry,  listed  as  one  of  1 971  's 
fastest  growing  industries  by  the 
Department  of  Commerce,  will 
carry  off  an  even  bigger  share  of 
the  business  in  the  decade  ahead 

By  1975,  it's  estimated  that 
U.S.  Class  I  &  II  motor  carriers 
will  transport  over  a  billion  tons 
of  local  and  inter-city  revenue 
freight  annually— a  22%  jump 
over  1971. 

This  growth  is  represen- 
tative of  a  worldwide  trend 
because  motor  transport  is  truly 
an  international  business.  With 
manufacturing  facilities  in  14 
countries  outside  the  United 
States  and  Canada,  we  at 


1,000 


750 


500 


TONS  OF  REVENUE  FREIGHT  CARRIED 
CLASS   I   &   II   MOTOR  CARRIERS- 
(Inter-Clty  &  Local)  ^ 

{in  millions) 

r — I 
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FruQhauf  will  share  substantially 
in  this  growth  through  the  sale, 
lease,  and  rental  of  truck-trailers, 
•truck  bodies,  containers,  and 
material-handling  equipment. 

Our  new  Corporate 
Brochure  tells  you  more  about  our 
involvement  in  the  vital  trans- 
portation industry.  For  your  copy, 
write  Fruehauf 


1967        1969        1971         1973        1975 

(Prelim.)     (Est.)         (Est.)         (Est.) 


Source: 

American  Trucking  Associations,  fnc. 


TRANSPORTATION 


Corporation, 
Dept.  F-6151, 
10900  Harper, 
Detroit,  Mich. 
48232. 

Fruehauf. 

A  company  building 

for  the  70's  through 

Total  Transportation. 
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Our  Phantom  is  a  big  part  of  Free  World  defensa 
But  defense  is  only  part  of  our  story 


If  you  think  of  McDonnell  Douglas  as  a 
government  contractor,  you're  partly  right, 
because  about  half  of  our  business  is  in 
defense  and  space.  But  our  backlog  is  as 
much  commercial  as  government  — a  balance 
achieved  through  diversified  product  lines, 
with  a  leader  in  each  line.  D  We  continue  to 
build  F-4  Phantom  fighters  tor  first-line 
service  with  the  U.S.  and  eight  other  friendly 
nations.  At  the  same  time,  we're  producing 
"DC"  commercial  jetliners  for  every  airline 
need:  twinjet  DC-9s,  four-jet  DC-8s,  and 

our  new  wide-cabin 
DC-10,  thetri-jet 
favored  by  a  long 
list  of  leading 
airlines  as  the 
dominant  airliner 

of  the  next  decade.  D  The  promise 
of  continued  leadership  in 
jetliners  is  matched  by  the  bright 
promise  of  the  new  F-15  air 
superiority  fighter  we're  creating 
for  the  USAF.  New  major  defense 
systems  we're  readying  for  the 
'70s  and  '80s  include:  the  Army's 
Spartan  ABM  and  its  Dragon 
anti-tank  missile;  Navy 

gpacecra        ^^ontc^.  ^  if 


jet  trainers  and  Marine  attack  bombers;  and  Air 
Force  aeromedical  transports,  n  There  are  other 
standouts  in  our  product  mix.  The  workshop  and 

airlock  for  Skylab, 
NASA's  next  manned 
space  program,  are 
taking  shape  for 
missions  in  1973.  Our 
Delta  launch  vehicles, 
satellite-orbiting  champs  of  the  space  age, 
continue  in  production.  And  we  have  design 
study  contracts  for  the  Space  Shuttle.  D  In 
electronics,  we  are  marketing  a  system  to  help 
end  mid-air  collisions  and  alert  aircraft  to 
hazardous  ground  obstacles.  In  still  another  field, 
our  McDonnell  Douglas  Automation  Company, 
backed  by  10  years'  experience  during  which  we 
served  2,000  clients  nationwide, 
stands  among  the  leaders  in  the 
growing  data  services  industry.  D 
We're  doing  more  than  you'd  expe 
in  ways  you  might  not  expect. 
That's  the  other  part  of  the 
McDonnell  Douglas  story.  For  oun 
Annual  Report,  write  P.O.  Box       j 
14526,  St.  Louis,  Missouri  63178.   i 
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Side  Lines 


The  Year  of  the  Beta  Factor 

At  the  inquests  over  the  Great  Blood  Bath  of  1969-70,  mutual 
fundmen  talk  a  good  deal  about  "the  Beta  Factor."  No,  it's  not  a 
rare  disease  or  a  genetic  problem.  Under  a  different  name,  the  con- 
cept has  been  familiar  to  the  readers  of  Forbes  for  many  years. 
More  of  this  in  a  minute. 

The  Beta  Factor  turned  up  prominently  in  the  Securities  &  Ex- 
change Commission's  Institutional  Investor  Study  published  earlier 
this  year.  To  put  it  as  simply  as  possible.  Beta  is  a  rather  complex 
way  of  measuring  the  relationship  between  risk  and  performance. 
It  is  more  sophisticated  than  the  usual  yardstick.  It  does  not  simply 
measure  straight-line  performance— which  can  make  a  go-go  fund  look 
terribly  good  in  a  roaring  bull  market.  Instead,  on  a  monthly  basis 
it  measures  the  performance  in  relation  to  a  broad 
stock  market  average.  The  Beta  figure  thus  not 
only  tells  you  how  well  a  fund  is  doing  in  a  ris- 
ing market,  but  how  much  risk  of  loss  it  involves 
on  the  downside. 

Sound  familiar?  It  did  to  John  C.  Bogle,  pres- 
ident of  Philadelphia's  big  Wellington  Fund.  In 
a  recent  note  to  Forbes  Editor  James  Michaels, 
Bogle  wrote:  "The  'Beta  Factor'  is  merely  a  quan- 
tification of  Forbes'  'grading  system'  of  fund  per- 
formance in  rising  and  declining  markets."  Bogle 
also  enclosed  a  copy  of  a  speech  in  which  he 
said  that  in  the  future  mutual  fund  performance  would  be  "rede- 
fined" as  "optimism  efficiency"  in  a  variety  of  markets. 

Thank  you,  Mr.  Bogle,  for  the  nice  note.  It  refers,  of  course,  to 
our  "Consistency  Rating"  which  has  been  the  foundation  of  Forbes' 
Annual  Mutual  Fund  Survey  these  many  years.  Long  ago,  we  re- 
jected the  idea  of  measuring  performance  in  a  straight  line.  We 
judge  a  fund— and  assign  it  a  rating— on  a  composite  of  its  perfor- 
mance in  many  different  kinds  of  markets.  We  rank  a  fund  once  for 
'stability  in  bear  markets.  We  rank  it  again  for  its  gains  in  bull  mar- 
kets. The  relationship  between  the  Up  Market  rating  and  the  Down 
Market  rating  is  our  own  "Beta  Factor." 

For  vears,  Forbes'  Mutual  Fund  Survev  warned  investors  that  the 
hero  of  one  market  period  often  turned  into  the  horror  story  of  the 
next  market  phase.  Ordinary  rating  systems  took  a  starting  point  and 
measured  a  fund's  progress  over  a  stated  length  of  time.  Such  ratings 
were  often  highly  misleading.  All  they  really  gave  was  a  rather  use- 
less figure:  how  an  imaginary  investor  would  have  done  had  he 
bought  a  given  fund  on  a  specific  date  and  sold  on  a  specific,  later 
date.  But  supposing  you  had  bought  somewhere  in  between?  Or 
had  to  sell  earlier?  Or  supposing  the  whole  period  measured  had 
been  one  of  a  roaring  bull  market?  The  information  could  be  high- 
Iv  misleading  in  a  bear  market.  Or  in  a  different  kind  of  bear  mar- 
ket. What  the  investor  needed,  we  felt,  was  a  way  to  measure  con- 
sistencv  of  performance.  One  that  measured  a  fund's  ability  to  do 
well  in   all  kinds   of  markets.    Our   Consistency    Ratings   were   born. 

To  explain  this   vear's  ratings   as  briefly  as   possible,  here   is   how 

they  work.  Going  back  to  Dec.  31,  1961,  we  have  traced  three  bull 

markets   and   three  bear  markets.   We  have  painstakingly  measured 

each  fund's  performance  in  each  of  these  markets.  Then  we  have  com- 

(Contmued  on  page  71) 


Trends 

&  Tangents 


WASHINGTON 


Job  Shift 

Where  does  an  unemployed 
Washington  bureaucrat  go  after  he 
gets  his  pink  sUp?  Straight  to  City 
Hall,  it  he's  smart,  according  to  a 
recent  sui^vey  ot  state  and  local 
government  employment  figures. 
During  the  last  year,  state  and  lo- 
cal agencies  have  increased  person- 
nel by  4.4%,  while  the  federal  ci- 
vilian establishment  shrank  by 
3.0%.  As  of  October  1970,  the  U.S. 
Census  Bureau  said  there  were  13 
million  Americans  with  either  full 
or  part-time  government  jobs— 7.4 
million  employed  by  local  govern- 
ments, 2.8  million  by  the  states  and 
fewer  than  2.9  million  bv  federal 
agencies.  The  bill  to  the  taxpayer 
for  all  this  was  $8.3  billion:  $4.3 
billion  for  local  governments  (up 
12.4%);  $1.6  billion  for  the  states 
(up  12.7%);  and  $2.4  billion  for 
federal  employees  (up  4.0%). 

Women's  Lib 

The  tax  law  that  often  held 
wives  liable  for  the  tax  omissions 
or  evasions  of  the  husband  on  a 
joint  return  has  been  changed  by 
Congress  recently.  But  there  are 
still  some  strings  attached  to  sign- 
ing a  joint  return  filled  out  by  one's 
life  partner.  Under  the  new  Inter- 
nal Revenue  Service  rules,  a  per- 
son is  relieved  of  joint  liability  for 
omissions  or  evasions  under  three 
conditions:  The  omission  must  be 
more  than  25%  of  the  gross  income 
stated  and  it  must  come  from  the 
other  spouse;  the  person  must  es- 
tablish that  when  signing  the  re- 
turn, he  or  she  did  not  know  and 
had  no  reason  to  know  of  the 
omission;  and,  the  innocent  spouse 
cannot  have  benefited  in  any  way 
from  the  withheld  funds. 


FOREIGN 


Uneasy  Lies  the  Head  .  .  . 

It  may  be  small  consolation,  but 
inflation  is  pinching  the  crowned 
heads  of  Europe  as  badly  as  the 
rest  of  us.  According  to  Europe's 
Vision  magazine.  Queen  Elizabeth 
of  Great  Britain  is  complaining  that 
her  household  budget  is  in  partic- 


ularly bad  shape  because  of  the 
upkeep  on  Buckingham  Palace.  ' 
Queen  Juliana  of  Holland  took  a 
cut  in  her  allowance,  but  came  out 
ahead  because  the  Dutch  govern- 
ment is  assuming  the  expense  on 
nine  royal  palaces.  Last  year  her 
royal  household  ran  at  a  $1.2- 
million  deficit.  Of  the  wealthy  royal 
families.  King  Baudouin  of  Belgium 
has  the  best  deal  in  an  infiationary 
period,  because  his  income  from 
the  government  is  tied  to  the  cost- 
of-living  index. 

Come-On 

Long  a  Ha g-of -convenience  ad- 
dress for  the  U.S.  shipping  industry, 
the  West  African  republic  of  Li- 
beria is  in  the  midst  of  a  campaign 
to  attract  other  American  busi- 
nesses. Besides  ottering  the  lure  of 
low  taxes  and  a  free  port,  Liberia 
makes  things  familiar  for  Ameri- 
can businessmen  in  another  way: 
The  country's  official  currency  is 
the  U.S.  dollar. 

Ready  for  Business 

When  U.S.  diplomats  finally  get 
into  Red  China,  they  will  most 
likely  be  met  by  American  business- 
men who  have  already  opened  up 
the  territory.  At  a  recent  trade  fair 
in  Canton  the  Chinese  featured 
more  consumer  goods  than  they 
usually  show,  with  an  eye  to  a 
future  U.S.  market  for  such  items 
as  fountain  pens,  umbrellas,  san- 
dals and  clocks.  On  our  side  of  the 
Pacific,  businessmen  studying  ex- 
port opportunities  in  China  report 
most  interest  is  in  the  areas  of 
chemicals,  farm  and  transportation 
equipment  and  machinery  to  build 
China's  manufacturing  capacity. 

Foiled  Again 

Forging  the  kind  of  identity  card 
that  banks  issue  their  customers 
to  use  for  cashing  checks  is  more 


difficult  these  days  in  Sweden.  Ab 
ID-Kort  of  Stockholm  has  injected 
a  radioactive  isotope  into  the  card 
that  causes  a  Geiger  counter  in  the 
cashier's  cage  to  light  up  a  green 
light  if  the  card  is  genuine.  Also 
used*,  for  employee  and  student 
identification,  the  radioactive  card 
is  safe  to  handle.  One  added  ad- 
vantage: The  half-life  of  the  iso- 
tope can  be  varied  so  that  the  ra- 
dioactivity will  i-un  out  when  the 
card  is  out  of  date. 


BUSINESS 


The  Low-Priced  Way 

Weary  of  the  high  cost  of  camps 
and  other  summer  activities  for 
youngsters?  Perhaps  you  need  a 
dose  of  AYH,  meaning  American 
Youth  Hostels,  a  New  York-head- 
quartered (20  W.  17  St.)  non- 
profit outfit  that  runs  supervised 
group  tours  all  over  the  U.S.  and 
Europe.  For  example,  $250  is  the 
basic  cost  of  a  month-long  New 
England  roundabout  bicycle  trip. 
Or  $800  will  pay  for  seven  weeks 
of  pedaling  through  the  National 
Parks  of  the  West,  with  the  long 
hauls  taken  by  train  or  plane.  And 
$890  will  buy  a  two-month  tour 
in  seven  European  countries,  in- 
cluding air  fare  over  and  back. 

Boom  or  Blah? 

Tlie  most  frequently  cited  proof 
of  a  current  economic  recovery  is 
the  "housing  boom  of  1971."  Now 
that  boom  is  being  challenged  by 
some  industry  observers  as  being 
partly  a  product  of  false  govern- 
ment optimism  and  bad  arithmetic. 
For  example,  the  National  Asso- 
ciation of  Mutual  Sayings  Banks 
charges  that  the  government  is 
including  units  subsidized  by  gov- 
ernment assistance  programs  and 
thus  distorting  the  picture  of  what 
{Continued  on  page  11) 
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Messages  bylelecopier 

can't  get  stuck  in  traffic, 

delayed  at  the  airport 

or  lost  in  transit. 


Any  message  that's  important 
serves  to  travel  the  fastest  way 
Dssible.  And  that  means  traveling 
/  Telecopier  transceiver. 

It's  the  fastest  way  possible 

iBcause  the  messages  travel  over 

'e  telephone.  Any  messages.  Let- 

rs,  graphs,  pictures  or  anything 

56  on  paper. 

Just  insert  the  document  into 
e  Xerox  Telecopier  and  place 


your  phone  into  the  cradle.  Within 
four  minutes,  an  exact  copy  rolls 
out  of  the  Telecopier  at  the  other 
end  of  the  line.  Across  town  or 
across  country. 

Messages  can't  be  delayed. 

Messages  can't  be  lost. 

Messages  can't  be  mistrans- 
mitted.  Not  the  whole  message  or 
any  part  of  it. 

.    With  this  kind  of  speed  and 

XEROX. 


accuracy  you'll  be  making  deci- 
sions and  doing  business  while 
your  competition  is  still  fighting 
traffic. 

The  cost  for  keeping  that  far 
ahead?  Less  than  two  dollars  a 
day.  Don't  wait  for  lost  messages 
to  make  up  your  mind. 

For  complete  details,  call  the 
Xerox  office  nearest  you. 


XEROX  AND  TELECOPIER    ABE  REGISTERED  TRADEMARKS    OF  XEROX  CORPORATION. 


.      i 


Did  YOU  read  thisTexaco  advertisement 

inTiie  New  YorlcTimes 

orTlie  Wasliington  Post? 


Its  one  of  a  continuing  series  of  advertisements  initiated  by  Texaca  appear 
opposite  the  Editorial  page  of  The  New  York  Times  and  in  he  OuttookSec^ 
The  Washington  Post,  bringing  their  important  readers  a  fuller  understanding 
of  our  efforts  to  help  improve  the  environment. 


Trends 

&  Tangents 

(Continued  from  page  8) 


tlie  private  housing  market  is  do- 
ing. Federal  programs  this  year 
should  aid  500,000  units  of 
"private  housing,"  according  to 
NAMSB.  Said  a  spokesman,  "Even 
a  2-million-unit  total  would  mean 
less  than  1.5  million  unassisted 
housing  starts,  which  is  hardly  im- 
pressive and  was  frequently  ex- 
ceeded in  the  1950s  and  1960s." 

Not  Only  for  Money 

A  U.S.  Labor  Department  sur- 
vey says  the  majority  of  the  21  mil- 
lion employed  women  in  the  na- 
tion would  continue  their  jobs  even 
if  they  felt  thev  or  their  families 
did  not  need  the  income. 

One  Way  To  Do  It 

Aided  by  its  accounting,  Leasco's 
earnings  are  starting  to  heat  up 
again.  First-half  operating  net,  the 
company  says,  spurted  to  $15.9 
million  in  the  six  months  through 
March  31,  vs.  $8.2  million  for  the 
year-earlier  period.  Most  of  the  in- 
crease came  from  Leasco's  Re- 
liance Insurance  subsidiary,  whose 
operating  earnings  were  up  95%  to 
$13.8  million.  But  another  reason 
was  that  Leasco  changed  its  ac- 
counting late  last  year,  lowering 
from  $4.3  million  to  $1.1  million 
the  earnings  for  its  noninsurance 
(mainly  computer)  operations. 
rhese  businesses,  Leasco  said,  had 
jperating  earnings  of  $2.1  million 
in  its  1971  fiscal  first  half.  This  is 
learly  double  the  restated  earnings 
or  the  year-earlier  period— but  less 
ban  half  the  amount  the  company 
>riginally  claimed. 

lumbers  Game 

In   the  belief   that  an   informed 
tockholder  is  a  happy  stockhold- 
er, Winnebago   Industries— a   man- 
li^turer  of  motor  homes  and  trav- 
l   trailers— of    Forest    City,    Iowa 
las  sent  its  10-K  financial  and  cor- 
lorate     report     to     all     its     6,200 
bareholders.  Although   all  public- 
ly held  companies  must  file  this  re- 
port   with    the    Securities    &    Ex- 
'hange    Commission,    where    any- 
ne  can  see  it  who  wants  to  take 
,  le  trouble,  companies  are  not  re- 
uired  to  supply  this   information 
)     stockholders      (Forbes,     Mar. 
5).  Winnebago   is  reportedly  the 
rst  U.S.  company  to  do  so.   ■ 
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SHIPPING  CHARGES 

H      '^"'*'- 

THE  PERMANENT  ANSWER 


The  permanent  answer  is  a  Hermes 
answer.  Printed  on  tape.  In  black  and  white. 
It  doesn't  flash  off  the  instant  you  start  a  new 
calculation.  You  can  refer  to  it  time  and  time 
again  without  recalculating  time  and  time 
again.  We  think  the  permanent  answer  is  the 
only  answer.  So  every  Hermes  calculator  is  a 
print-out  machine. 

But  permanency  is  just  one  of  the  ways 
we  save  you  time.  Every  Hermes  calculator 
gives  you  a  credit  balance.  Two,  the  Hermes 
167  (below)  and  .367,  perform  the  four  liasic 
arithmetic  functions.  The  167  comes  with 
memory  storage,  automatic  recall  and  constant. 

Our  keys  are  M«i^-.ifl. 

contoured,  too.  But  not 
just  to  look  attractive 
They're  contoured  &'.v.>^.jl 

because  your  fin- 
gers are  contoured. 
When  you  don't 
slip  and  stumble, 
calculating  is  easier.  And  faster. 

But  if  you  think  display  calculators  give 
you  answers  faster,  think  about  this.  Our 
new  electronic  calculators  compute  in 


milliseconds.  And  can  give  you  permanent- 
printed  answers  at  a  speed  of  80  characters 
per  second.  (That's  faster  than  you  can  read.) 


One  of  our 
electronics  is  pro- 
grammable to 
speed  repetitive 
calculating  jobs. 

One  more  reason  we  think  our  calcu- 
lators are  the  best  calculators  in  the  world  is 
because  we  make  them  in  Switzerland.  Our 
engineers  and  workers  have  this  notion  that 
every  calculator  should  be  so  precisely 
designed  and  constructed,  they'll  last  just  as 
long  as  their  answers. 

For  more  information  about  Hermes 
Calculators  and  Typewriters,  please  w  rite  us. 

7/  you  only  want  to  buy  a  cakulalor 
once,  buy  a  "Hermes. 


HERME5 

Paillard  Incorporated 
1900  Lower  Road.  Linden,  N.J.  07036 
Other  products:  Hermes  typewriters, 
Hasselblad  cameras  and  accessories, 
Bolex  movie  equipment. 
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An  apology  for  advertising  Plymouth  Gin« 


Plymouth  Drinkers,  forgive  us 
For  years  you  hod  Plymouth  to 
yourself.  It  was  like  Acapuico 
before  the  crowds. 

Now,  the  time  has  come 
to    acquaint    more    Ameri- 
cans with  our  English  Gin 

But  rest  as- 
sured everything 
else    will    remain 


unchanged. The  monk  on  our 
label.   Our  Refectory,  where 
the  Mayflower  Pilgrims  met. 
And  our  prized  ingredients. 
Finally,  our  price  will  remain 
mildly  extravagant. 

Theworld  may  be  watch- 
ng,  but  they  won't 
all  be  drinking. 


VULCAN  MATERIALS  COMPANY 

Vulcan  works  with  nature's  resources. 
From  quarries  it  extracts  crushed  ag- 
gregates for  the  construction  industry. 
In  chemicals  it  manufactures  chlor- 
alkali  products,  ammonia  and  chlori- 
nated solvents.  It  is  an  important 
recyclcr  of  solid  wastes  such  as  slag, 
tinplate  and  aluminum  scrap.  From 
these  materials  it  produces  aggregates, 
detinned  steel,  tin,  tin  chemicals  and 
aluminum  ingot  and  billets.  Vulcan 
operates  in  19  states  across  the  nation. 
Sales  rose  to  a  new  high  to  $229  mil- 
lion in  1970.  A  copy  of  our  Annual 
Report  may  be  obtained  hy  writing. 
Vulcan  Materials  Compans.  Secretary, 
P.  O.  Box  7497,  Birmingham,  Ala- 
bama 35223. 


MU^ 


WHY  LEASEWAY? 

Our  years  of  experience  and 
depth  of  management  enable  us  to 
create  a  uniquely  tailored  and  in- 
telligently staffed  operating  subsid- 
iary that  becomes  the  service  arm 
of  our  client  to  handle  some  or  all 
of  his  distribution  problems. 

This  relieves  management  of  one 
more  problem  and  frees  them  to 
perform  the  job  they  know  best- 
running  their  own  business  at  a 
profit. 

FOR  MORE  INFORMATION 
WRITE  OR  CALL: 

ROBERT  MARKEE 

LEASEWAY  TRANSPORTATION 
CORP. 

21111  Chagrin  Blvd. 
Cleveland,  Ohio  44122 
(216)991-8800 


Featuring  Chevrolet  Trucks 


READERS  SAY 


The   Four-Day   Work   Week 

Sir:  I'll  buy  that  ["Institute  the  four-- 
day  Work  Week,"  Fact  ir  Comment,  May 
1],  but  not  if  you  give  five  days'  pay 
for  fsur  days  of  work.  That's  inflationary! 
Incidentally,  the  four-ten-hour-day  pro- 
gram presents  some  problems  in  plants 
-where  three  shifts  are  involved. 

— W.  F.  Rockwell  Jr. 
Chairman, 
North  American  Rockwell 
Pittsburgh,  Pa. 
P.S.  I  thought  you  would  be  interested 
in  the  enclosed  cartoon  from  The  Pitts- 
burgh Press. 


STRICTLY  BUSINESS    b,  McF..«.r. 


"I'd  be  happy  fo  negotiafe  a 
four-day  week.  My  employes  are 
only  working  three  days   now!" 

Sir:  1 )  Institute  the  four-day  ^\ork 
week.  2 )  Ha\e  sex  with  your  secretary 
on  Monday,  Wednesday  and  Friday  at 
9:35  a.m.  3)  Have  a  kosher  pizza  for 
dinner  on  alternate  Thursdays.  In  my 
opinion,  am/  of  these  "solutions "  are 
equally  valid. 

—Gene  Niffeli\ 
Muncie,  Ind. 

Sin:  After  all  these  years  of  quoting 
the  Holy  Scriptures  you  have  now  be- 
come wiser  than  God  ( the  true  God )  who 
still   has   to   work  six   days  a   week. 

— MlLTOX    j.ANfES 

President, 

The  Milton  James  Co. 

Baltimore,  Md. 

Sir:  a  country  cannot  be  wealthy  if 
output  is  cintailed,  whether  the  curtail- 
ment is  the  result  of  unemployment  or 
by  imposing  a  reduced  work  week  on 
those  willing  and  able  to  better  them- 
selves and  their  country  by  greater  effort. 

-P.  Hudson 
Toronto,  Canada 

Sir:  Better  still,  institute  two  three 
day  work  weeks  and  keep  God's  Dai 
Holy. 

-Gaile  D.  Wilkinson  jh 
Hartville,  Ohi<  j 
{Contimted  on  page  72) 
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YOUHE  BEHG  ROBBED! 


Virtually  every  time  that  you  spend 
money,  whether  at  the  supermarket,  de- 
partment store,  drugstore,  or  gas  sta- 
tion, you're  being  ROBBED!  You're 
being  duped,  hoodwinked,  and  swindled  out  of 
the  full  value  of  your  money  by  a  combination 
of  deceptive  selling  techniques  that  include 
Madison  Avenue  double-talk,  mendacious  sales- 
manship, and  insidious  labeling  and  packaging 
ploys.  Senator  Warren  Magnuson,  the  most  alert 
consumer  watchdog  in  Congress,  says  that  decep- 
tive selling  is  today's  "most  serious  form  of 
theft,  accounting  for  more  dollars  lost  each 
year  than  robbery,  larceny,  auto  thefts,  em- 
bezzlement, and  forgery  combined."  Sidney 
Margolius,  the  dean  of  American  consumer  writ- 
ers, asserts  that  "Never  in  the  30  years  I  have 
been  repiorting  on  consumer  problems  has  the 
public  been  as  widely  and  steadily  exploited  as 
today."  And  Ralph  Nader,  the  nation's  most  re- 
nowned champion  of  consumer  rights,  states 
that  "Nowadays  consumers  are  being  manipu- 
lated and  defrauded  not  just  by  marginal,fly-by- 
flight  hucksters,  but  by  America's  blue-chip  busi- 
ness firms."  In  short,  commercial  flimflammery 
is  rife  throughout  the  nation  and  the  American 
consumer  is  being  victimized  as  never  before.  As 
a  partial  antidote  to  this  widespread  fraud 
and  deception,  an  intrepid,  authoritative,  new 
publication  has  been  launched.  Its  name  is 
Moneysworth. 

Moneysworth,  as  its  name  implies,  aims  to 
see  that  you  get  full  value  for  the  money  you 
spend.  It  rates  competitive  products  as  to  best 
buys  (as  among  cameras,  hi-fi's,  automobiles, 
and  the  like);  it  offers  tips  on  how  to  save  mon- 
ey (they  will  astound  you  with  their  ingenuity); 
and  It  counsels  you  on  the  management  of  your 
personal  finances  (telling  not  only  how  to  gain 
maximum  return  on  your  investments  and  sav- 
ings, but  also  how  to  protect  your  money 
against  the  ravages  of  mfbtion).  In  short, 
Moneysworth  is  your  own  personal  consumer 
ausader,  trusted  stockbroker,  and  chancellor  of 
I  the  exchequer -all  in  one. 

Perhaps  the  best  way  to  describe  Moneys- 
worth  for  you  is  to  list  the  kinds  of  articles  it 
prints: 

Earn  12%  oo  Your  Savings  (Fully  Insured) 

How  to  Buy  A  Car  for  $125  Over  Dealer's  Cost 

Inaccurate  Billing  by  the  Phone  Company 

The  Advantages  of  a  Swiss  Banking  Account 

Tbe  New  L'.S.-Made  Minicars:  An  Evaluation 

14  RecessioD-Wracked  CHies  Where  Real  EsUle 

b  Selling  for  a  Pittance 

"CpDsuming  Fire"—  Moneysworth    takes    aim 
at  companies  that  are  defrauding  the  public. 

Unsafe   at   Any   Height— A   comparison   of   the 

safety  records  of  America's  airlines. 

A  Consumer's  Guide  to  Marijuana 

Free  Land  and  Free  Mouey  from  Uncle  Sam 

Stoclis  that  Are  on  the  Rebound 

Send  Your  Child  to  College  Abroad 

rhe    Moneysworth    Co-operative— Details    of    a 

price-discount  co-op  (for  purchasing  typewriters, 
:ameras,  and  the  like)  that  Moneysworth  sub- 
iicribers  automatically  become  members  of. 
How  Much  Are  You  Worth?- An  amazingly  sim- 
ple chart  gives  you  the  answer  in  60  seconds. 
^igh-Prked    Lemons-  Mechanical    failures   on 
jrand-new  lmperials,Continentals,  and  Cadillacs. 
rhe  Link  Between  Heart  Attack  and  Coffee 
rhe  Economics  of  Being  Black 
^^ashing  In  on  Canada's  New  "Floathig"  Dollar 
i^clamates:  Did  America  Overreact? 

low  to  Buy  Art  Without  Getting  Framed 
l-riOcs'  Consensus— A  regular  feature  of  Moneys- 
'»Ofth  in  which  the  opinions  of  leading  book, 

ecord,  and  film  critics  are  tabulated. 


Providing  Your  Teenager  with  Contraception 

"Uait-Pricing"— The  most  revolutionary  develop- 
ment in  food  stores  since  trading  stamps. 

The  Effect  of  Air  Pollution  on  Potency 
The  Great  Odometer  Gyp— How  rent-a-car  com- 
panies take  the  American  pubUc  for  a  $10-mil- 
Uon-a-year  ride. 

"No  Load"  Mutual  Funds— A  hst  of  45  funds 
that  return  the  equivalent  of  an  8%  profit  at  the 
very  moment  of  investment. 

12  Ways  to  Put  the  Touch  on  Friends-And  12 
ways  to  demur. 

How  to  Buy  Medical  Insurance  Without  Trauma 
The  Encouragement  of  Reckless  Driving  by  GM, 
Chrysler,  and  Ford— Verbatim  quotes  from  their 
souped-up  ads  in  hot-rod  magazines. 

Taking  Stock  of  Your  Stockbroker— Nine  ways  to 

probe  his  probity. 

Legal  Ways  to  Beat  Sales  Taxes 

Co-ops  and  Condominiums  Explained 

"The  Safest  Car  of  19_"  —A  new  series  of  an- 
nual awards  by  the  editors  of  Moneysworth. 

How  to  Break  a  Lease 

Land  Investment  in  Australia— At  $1.20  an  acre, 
land  down  under  rates  high  among  speculators. 

How  to  Sue  Without  a  Lawyer 

The  Impending  Ban  on  Leaded  Gasoline- How 

It  should  affect  your  next  car  purchase. 
A  Guide  to  Legal  Abortion- Including  the  costs 
in  different  states. 

And  Now,  Microwave  PoUuflon— An  expose  of 
the  damage  wrought  to  humans  by  radar,  elec- 
tronic ovens,  and  TV  transmission. 

Social  Security's  Special  Rules  for  Women 

How  Metrecal  Hurts  Your  Diet 

Life  Insurance:  A  Legalized  Swindle— A  Hartford 
actuary  tells  why  he  believes  that  "more  than 
90%  of  American  policies  are  sold  through  mis- 
representation, deceit,  and  fraud." 

Teaching  Your  Child  the  Value  of  Money-With- 

out  having  him  overvalue  it. 

How  (o  Handle  Computerized  Dunning  Letters 

Taxproof  Money-A  collection  of  highly  creative, 

little-known,   perfectly   legal   gimmicks. 

How  to  Distinguish  Health  from  Hokum  at  the 

Health-Food  Store 

Blindness  Caused  by  Contact  Lenses 

Don't  Buy  U.S.  Savings  Bonds— Why  they  make 

a  terrible  investment,  how  they  undermine  sound 

government  fiscal  planning,  and  why  one  leading 

investment  counsellor  says,  "They  are  palmed  off 

mostly  on  rubes  and  financial  boobs." 

G J:.'s  New  Synthetic  Diamonds:  Will  They  Ruin 

tbe  Value  of  Real  Diamonds? 

Tbe  Truth  about  Cut-Rate  Gasolines 

"No-Fault"  Insurance  Clarified 

Checking  Up  on  Your  Social  Security  Account 

That's  the  Spirit-Big  bargains  in  booze,  beer, 

and  brandy. 

Stop  Chewing  the  Fat-How  to   read  the  new 

labels  on  frankfurters. 

Free  Checks-A  list  of  200  banks  that  allow  un- 

Umited  writing  of  personal  checks. 

Bootleg  Birtb-ContTol  Pills 

When  In  Doubt,  Deduct— The  ten  most  common 

forms  of  income-tax  overpayment. 

$99  Fares  to  Europe 

In  sum,  Moneysworth  is  a  hip,  trustworthy 
financial  mentor.  It  reflects  the  quint- 
essence  of  consumer   sophistication. 

In  format,  Moneysworth  is  a  newsletter.  It  is 
designed  for  instantaneous  communication  and 
easy  reference  when  you're  shopping.  It  is  pub- 
lished fortnightly.  This  ensures  you  that  the  in- 
formation in  Moneysworth  will  always  be  up- 
to-the-minute.  Product  ratings  will  appear  pre- 
cisely when  you  need  them  most  (automobiles 
and  sailboats  will  be  rated  in  the  spring,  for 


example,   and   Christmas  gifts  and   ski  equip- 
ment in  the  fall.) 

In  style,  Moneysworth  is  concise,  pragmat- 
ic, and  above  all,  useful.  It  is  also  completely 
forthright.  Moneysworth  does  not  hesitate  to 
name  brand  names  (whether  to  laud  or  lam- 
baste them),  to  identify  big  corporations  when 
they  gouge  the  public,  and  to  quote  the  actu- 
al prices  and  discounts  that  you  are  entitled  to 
and  should  be  getting.  Moneysworth  can  af- 
ford to  be  this  candid  because  //  carries  no  ad- 
vertising whatsoever;  it  is  beholden  to  no  one 
but  its  readers. 

The  editors  of  Moneysworth  are  a  team  of 
hard-nosed,  experienced  journalists.  The  editor- 
in-chief  is  Ralph  Ginzburg,  creator  of  the  flam- 
boyant magazines  Fact,  Eros,  and  Avant-Garde. 
Mr.  Ginzburg  was  the  first  editor  to  provide  a 
platform  for  Ralph  Nader  to  express  himself  on 
the  subject  of  automobile  safety.  Moneysworth's 
publisher  is  Frank  R.  Brady,  generally  regarded 
as  one  of  the  pubbshing  industry's  shrewdest 
fmanciers.  Herb  Lubalin,  the  world's  foremost 
graphic  designer,  is  Moneysworth's  art  director. 
Together,  these  men  will  produce  the  first- 
and   only-consumer    magazine   with  charisma. 

Moneysworth  is  available  by  subscription 
only.  Its  price  is  $10  a  year.  However,  right 
now  you  may  order  a  special  introductory 
Charter  Subscription  for  ONLY  $5!  This  is 
HALF   PRICE!! 

Moreover,  we  are  so  confident  that  Moneys- 
worth  will  prove  indispensable  to  you  that  we 
are  prepared  to  make  what  is  probably  the  most 
generous  subscription  offer  in  publishing  his- 
tory: We  will  absolutely  and  unconditionally 
guarantee  that  Moneysworth  will  increase  the 
purchasing  power  of  your  income  by  at  least 
J5%-or  we'll  refund  your  money  IN  FULL. 
In  other  words,  if  you  now  earn  $10,000  a  year, 
we'll  guarantee  that  Moneysworth  will  increase 
the  value  of  your  income  by  at  least  SI ,500~oi 
you  get  your  money  back.  As  you  can  see,  a 
subscription  to  Moneysworth  is  an  absolutely 
foolproof  investment. 

To  enter  your  subscription,  simply  fill  out 
the  coupon  below  and  mail  it  with  $5  to: 
Moneysworth,  110  W.  40th  St.,  New  York, 
New  York  10018. 

We  urge  you  to  act  at  once.  Stop  being 
robbed   and   start  getting  your   Moneysworth. 


I  enclose  $5  for  a  one-year  subscription 
to  Moneysworth,  the  authoritative  new 
consumer  newsletter.  I  understand  that  I 
am  pay'mgonly HALF PR/CEf  Moreover, 
Moneysworth  guarantees  that  it  will  in- 
crease the  purchasing  power  of  my  in- 
come by  at  least  15%  or  /  will  get  my 
money  back  IN  FULL. 


NAME 


ADDRESS 


CITY  STATE  ZIP 
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The 

helpful 

bank. 


To  get  a  start  in  Canada  you  need 
tlie  help  of  our  bank  on  taxes,  labor, 
government  guidelines,  economic 
facts,  and  other  pertinent  information. 
\¥rite  tod£^  (on 
your  letterhead)  ^^' 

for  your  free  copy      ,^,_ ^  - —  ^a* 

of  ^Businessmanls     ■-^  ^"k^w  rr-m  ■  ~" 

Canada».and 

see  how  helpful 

it  can  be.  Canada's 

International 

ELEVEN  BILLION  DOLLARS  

THE  ROYAL  BANK  OF  CANADA  ISftllK 

New  York  Agency,  68  William  St.  10005  (344-1100) 

Also  in  Chicago,  Dallas,  Los  Angeles. 

Head  Office,  Piece  Ville  Marie,  Montreal. 

Toronto,  20  King  3t.  West. 

Over  1300  officea  in  Canada  and  around  the  world. 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


UNREAL  ASSUMPTION 


Tlie  most  cli.stuil)iii<5  asjicct  of  the  crisis  resulting  from 
the  near  drowning  of  Cerman\  and  much  of  Western  Eu- 
rope ill  tlie  recent  dollar  flood  is  the  calm  shoulder-shrug- 
igiii'^.  unresponsible  resjionse  with  which  Washington 
greeted  the  situation. 

True,  there's  no  agreement  among  the  dollar-inundated 
countries  as  to  what  lhe\  should  do  about  the  problem— 
ind  some  doubt  if  there  is  aiuthing  they  can  do  about  it. 
Jut  Washington  should  realize  that  the  same  domestic 
X)litii.al  situation  here  which  brought  on  the  current  crisis 
broatl,  also  exists  in  e\erv  other  free  country.  A  sure  way 
or  governments  in  those  lands  to  fall  is  for  them  to  do 
iOthing  about  the  inflation  or  the  deflation  or  the  depres- 
inn  that  the  excess  of  dollars  might  trigger. 

Just  as  Mr.  Nixon  couldn't  be  reelected  in  1972  if  this 
ountr\    were  sulleriiig   depression   or   excessive  recession 
excessive  inflation,  the  same  holds  true  for  incumbent 
overnments  in  iMirope. 


As  reported  by  Clyde  H.  Farnsworth  in  The  New  York 

Times: 

"So,  in  effect,  the  Europeans  are  asked  to  accept 
deflation  to  finance  American  inflation.  And  by 
holding  dollars  they  are  asked  to  accept  inflation. 
"The  Europeans  are  against  the  wall  and  the  only 
way  they  can  break  out  is  through  some  concerted 
eftort.  They  do  not  want  a  war  against  the  dol- 
lar. But  they  cannot  accept  unacceptable  politi- 
cal choices." 
Until  the  massive  imbalance  of  what  we  spend  abroad 

and  what  foreign  lands  spend  here  is  hugely  reduced,  the 

situation  can  only  grow  worse. 

o        o        o        o 

It's  another  of  those  grand  ironies,  isn't  it,  that  the  pres- 
ent excess  of  dollars  is  doing  more  to  drive  free  Europe 
into  unity  than  the  years  of  supplying  scarce  dollars  did 
in  preceding  decades. 


THE  RISING  SUN  DOESN'T  ALWAYS 


It's  alwa\s  startling  when  smart  people  do  something 
wiously  stupid. 

The  fantastic  accomplishments  of  the  indefatigable  Jap- 
lese  in  penetrating  and  frequently  dominating  the  mar- 
itplaces  for  the  manufactured  goods  of  this  world  is 
e  stuff  of  which  legends  are  made.  Their  GNP  exceeds 
at  of  every  power  in  the  world,  except  ours  and  West 

any's. 
In  major   measure,    though,   Japan's   whole   prosperity, 
owth,  future  depend  on  continued  acceptance  in  these 
irkets  of  other  lands.  W'ith  protectionism  running  stron- 
throughout  the  world  than  it  has  been  since  the  early 


Twenties,  you'd  think  the  Japanese,  with  their  extraordi- 
nar\-  sensitivit)',  would  be  striving  to  stem  such  a  tide. 

Instead,  thev  seem  to  be  doing  quite  the  contrary.  They 
continue  to  shut  competitors  out  of  their  markets.  They 
sometimes  apparently  "dump"  subsidized  goods  in  the  other 
fellow's  home  front,  and  otherwise  proceed  oblivious  to  the 
present  inflammable  condition  of  world  trade. 

Surely  somebody  can  get  through  to  responsible  Tokyo 
ears  and  advise  them  Japan  has  a  growing  world  prob- 
lem. They  have  achieved  so  extraordinarily  it  would  be  a 
shame  to  see  the  Japanese  set  back  for  almost  completely 
unnecessary,  avoidable,  voidable  reasons. 
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POWERFUL  IMPACT 


Have  you  seen  the  Sears,  Roebuck  TV  commercial  for 
their  new  lawn  mowers? 

In  it,  this  successful  retail  giant  makes  the  claim  that 
its  mowers  will  start  on  the  first  tug  97%  of  the  time. 
Sears  demonstrates  the  claim's  validity  by  "live"  proof. 
The  man  tugs   at  the  actual   lawn  mower,   and  it  starts. 

But  on  the  first  commercial,  it  didn't. 

Sears  didn't  scratch  that  one.  They  ran  it  like  it  was. 
The  credibility  of  the  claim  was  thus  made  with  incred- 
ible impact. 

This  demonstration  of  how   advertising   can  regain  its 


near-totally  lost  Good  Image  reminded  me  of  a  point  made 
in  a  perceptively  penetrating  speech  before  the  Associa- 
tion of  National  Advertisers  a  while  ago  by  that  dynamic 
brain,  Willard  F.  Rockwell  Jr.,  CEO  of  North  American 
Rockwell : 

"I'm  urging  that  we  indulge  in  creditable  sell.  We  don't 
have  to  stop  advertising  or  go  out  of  business  to  get  off 
the  collision  course  with  the  public.  Let's  stop  'puffing' 
and  stress  performance.  .  .  ." 

It's  remarkable  how  relatively  easy  it  is  to  follow  that 
advice  and  what  remarkable  results  result  from  doing  so. 


FORGET  ABOUT  HIM 


Teddy  Kennedy  will  doubtless  continue  showing  up  ap- 
preciably in  the  pre-Democratic  Convention  polls  as  a 
prospective  Presidential  nominee.  He'll  continue  to  be 
written  about  as  a  possibility  by  the  political  pundits 
who  must  fill  space  and  sometimes  have  no  realities  to 
write  about. 

But  his  prospects  for  nomination  are  as  nearly  nil  as 
yours  and  mine.  The  Convention  power  centers  have  writ- 
ten him  off  to  an  even  greater  degree  than  he  has  writ- 
ten himself  out. 

It's  often  little,  unportentous  happenings  that  reveal  the 
state  of  a  politico's  appeal.  Two  such  re  Teddy: 

Item  1:  In  their  West  German  tour  with  the  Boston 
Pops   Orchestra,    Senator   Kennedy   and   his   style-extreme 


wife  Joan  were  consistently,  rudely  late  on  nearly  every 
occasion  that  West  German  bigwigs  and  fittlewigs  gath- 
ered to  do  these  Kennedy-namebearers  honor. 

Item  2:  At  the  recent  Washington  $500-a-plate  Dem- 
ocratic fund-raising  dinner,  Party  treasurer  Robert  Strauss 
introduced  all  the  many  Democratic  hopefuls:  Senators 
Bayh,  Hughes,  Humphrey,  Jackson,  McGovern,  Muskie 
and  Representative  Mills.  With  the  enumeration  completed, 
he  had  proceeded  to  other  things  when  someone  handed 
him  a  note.  Said  Strauss,  "Oh,  yes,  how  could  we  have 
overlooked  introducing  the  Senator  from  Massachusetts, 
Ted  Kennedy." 

The  silence  was  audible. 

Then,  a  paucity  of  scattered  applause. 


HEARTENING  CLASS 


In  recent  days  parents  by  the  millions  have  been  at- 
tending a  wide  gamut  of  school  graduations.  Ours  this 
year  was  that  of  our  fourth  and  youngest  son  from  a 
venerable  New  England  prep  school,  St.  Mark's.  This  school 
has  been  struggling,  with  considerable  success,  to  keep 
its  point  and  purpose  and  bearings  while  adjusting  to  a  gen- 
eration of  students  hostile  to  old  expectations  and  uncer- 
tain about  new  goals  or  any  goals.  During  his  final  year, 
Tim  was  undergraduate  Head.  These  days  the  respon- 
sibilities entailed  equal  and  perhaps  exceed  the  honor 
this  position  carries. 

During  the  year  we've  seen  much  of  this  young  man's 


contemporaries,  and  have  been  happily  heartened  by  this 
Age.  The  aimless  frenzy  and  sheer  againstness  of  their 
older  brothers  seems  largely  gone.  Vicious  and  destruc- 
tive "action"  by  nihilist  handfuls  is  not  merely  passe,  it's 
activelv  acted  against  by  young  people.  Their  caring  and  I 
concern  about  wrong  and  bad  things  and  people  remain 
deep,  but  this  is  increasingly  given  expression  in  construc- 
tive community  and  political  activity. 

I  think  this  newest  crop  of  young  men  and  women  is 
probably  going  to  get  far  more  done  that  they  believe 
needs  doing  than  riotous  screamers  who've  preceded  them 
in  recent  \ears. 


FORBES'  HOW-TO-STAY-HUMBLE  RULE 


Whenever  you  get  to  wondering  how  your  job  would 
get  done  without  you,  see  if  you  can  remember  how  often 
you  have  occasion  to  think  about  the  man  who  did  it  be- 
fore you.  I'll  guarantee  you  can't  even  remember  the  name 
of  the  man  who  had  the  job  before  the  man  before  you. 

This  FoHHiis*  II    ,,  To-Stay-Humble  Rule  is  inoperative  if 
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your  name  happens  to  be  Henry- 
Ford,   that  is. 

THE  ONLY  UNFORGIVABLE  SIN 


il 


Being  unforgiving. 


-Malcolm  S.  Forbes  :J 

Editor-in-Chiei  J 


■  J:     '^. 


Fifty-five  years  ago,  old  Joe  Saunders  started 
1  luiomotive  leasing  industry.  And  now,  of  all 
1  iia'jor  companies  in  the  business,  Saunders 
ting  System  is  the  only  one  totally  devoted 
"asing  and  renting  trucks. 

We've  been  working  at  it  since  1916,  and  have 
II '  pretty  impressive  things  to  show  for  the  years. 

I  Saunders  has  collected  more  operational  and  cost 
i   than  anybody  else.  Our  maintenance  program  is 

nost  exacting  in  the  industry.  It's  a  precise, 

ully  scheduled  program  that  heads  off  downtime. 

Our  safety  program  has  produced  the  lowest 
-(;lent  frequency  rate. 

The  equipment  in  every  Saunders  facility  is 
U'st.  The  finest.  And  we  have  more  of  it.  The 
ghness  of  the  Saunders  proposal,  agreement 

•  orking  relationship  is  based  on  facts.  And 
facts. 


See  what  we're  talking  about?  Knowledge 
and  experience.  And  a  whole  bunch  of  it. 

And  the  lessons?  Well,  we  don't  really  give 
lessons.  If  we  did,  everybody  would  catch  up  with  us. 
We  don't  want  that  to  happen. 

Saunders  has  a  solid  history  of  growth  and  success. 
And  you  can  get  all  the  details  by  writing  for  our  newly 
revised  brochure,  "It  Pays  to  Lease  from  Saunders." 

"It  Pays  to  Lease"  will  answer  questions  you 
have  about  how  we  operate,  and  give  you  a  pretty 
good  picture  of  how  we  can  save  you  money. 

So  drop  us  a  line  right  now.  Write  Saunders 
Leasing  System,  201  Office  Park  Drive,  Birmingham, 
Alabama  35223. 

Chances  are  you'll  get  a  better  lease  from 
Saunders. 
After  all,  we  started  the  industry.  Naturally 

we  know  more  about  it. 


Saunders  Leasing  System 


Call  800-633-6566  free 


l)ur  Business  is  Leasing  and  Renting  Trucks.  And  we've  been  doing  it  for  55  years. 


CNA  UPTIME  STORY  No.  5 


NO  MATTER  WHAT 

HAPPENS  IN  BUSINESS  TODAY. 

PEOPLE  STILL  NEED  TO 

PAY  THEIR  BILLS 


need  financial  help  and  advice  to  do  it. 
That's  why  CNA  Financial  is  in  the  business  of 
king  loans  for  debt  consolidation. 

Every  day  more  people  buy  more  things  on  credit.  And 
find  they  can't  handle  their  payments, 
we  encourage  our  subsidiary,  General  Finance  Corporation, 
to  continue  helping  people  budget  their  debts. 

And  debt  consolidation  loans  is  just  one  of  the  essential 
businesses  we're  in. 

At  CNA  Financial,  we  don't  wait  for  better  times. 
We  advance  them. 

CMX  FINRNCIRL  CORPORRTION 


CNA/INSURANCE     CONTINENTAL  ASSURANCE    CNA  INVESTOR  SERVICES    CNA  REALTY    TSAI  MANAGEMENT  S,  RESEARCH    GENERAL  FINANCE    KANE  FINANCIAL    LARWIN  GROUP    CNA  NUCLEAR  LE. 


Forbes 

Man  in  a  Fish  Bowl 


Is  Technicon  a  private  company  or  public  company?  Chief  executive  and 
chief  stockholder  Edwin  Whitehead  can't  seem  to  quite  make  up  his  mind. 


"I  don't  like  li\ing  in  a  fish  1m)\v1," 
grumbled  chunkv  Edwin  C.  (Jack) 
\\'hitehead,  51,  chairman  and  chief 
stockliolder  of  Technicon  Corp.,  the 
$102-million-sales  Tarrytown,  N.Y., 
medical  equipment  company  that 
went  public  with  a  bang  in  1969.  "I 
don't  like  all  the  publicity  about  all 
my  money,  about  me  being  an  'in- 
stant billionaire.'  It  embarrasses  me. 
M\  children  get  uptight  about  it." 

The  fact  is,  howe\er,  tliat  White- 
head camiot  ha\e  it  both  ways.  Un- 
derstandabK-,  he  prizes  his  pri\acy. 
But  he  has  taken  in  a  large  innnber  of 
public  inyestors  as  minority  partners. 
In  December  of  1969,  he  decided  to 
take  public  this  smallish  medical 
ecjuipment  company,  whose  principal 
product  was  a  highly  sophisticated 
instnmient  for  analyzing  blood  sam- 
ples. One  million  of  the  21.1  million 
outstanding  siiares  were  sold  to  the 
public  at  S42  a  share.  Accompanying 
the  offering  were  some  yery  impres- 
siye  figures:  On  1968  sales  of  $52.5 
million,  Technicon  had  netted  $7.7 
million— up  from  $18.4  million  and 
$1.8  million  in  only  four  years. 

Whitehead  held  on  to'  92'-^-about 
19.5  million— of  the  shares.  When 
they  rose  to  $55  within  the  next  fevy 
days.  Whitehead,  on  paper  at  least, 
became  \yorth  some  $1.1  billion. 
Hence  the  phrase  "instant  billionaire." 

When  Whitehead  went  public,  he 
ind  his  prestigious  inyestment  bank- 
jrs  Goldman,   Sachs  &  Co.  and  Leh- 


New  Home.  Jechnicon's  Ed- 
win C.  Whitehead  (above) 
paid  $1.4  million  for  fhis 
seven-acre  baronial  estate, 
once  the  property  of  New 
York's  infamous  Boss  Tweed, 
in  Greenwich,  Conn.  On  Long 
Island  Sound,  it  has  a  pri- 
vate beach,  60-foot  reception 
hall    and    gold-leaf    ceilings. 


man  Brothers  set  a  price  of  70  times 
earnings  on  Technicon  shares.  That 
implied  the  prospects  of  rapid  profit 
growth,  30%  or  more  per  year. 

Instead,  earnings  went  in  just  the 
opposite  direction.  In  fact,  the  only 
thing  holding  up  earnings  last  year 
vyas  Technicon's  oyerseas  business 
(76%  of  1970's  after-tax  net).  And 
that  depended  greatly  on  Technicon's 
long-term  tax  exemption  on  its  plant 
in  Ireland.  With  sales  off  in  this  year's 
first  quarter,  Technicon's  earnings 
were  down  more  than  50%. 

As  a  businessman.  Whitehead  could 
haye  said:  This  is  not  the  public's 
affair.  As  a  steward  of  public  money, 
he  must  expect  public  scrutiny. 

According  to  Whitehead,  nothing 
is  wrong.  "We're  not  a  quarter-to- 
quarter  company,"  says  he  seriously. 
"We  are  interested  in  the  long  run. 
We  had  heavy  marketing  costs 
launching  new  products  oyer  the  past 
year— 17  in  all.  We  expect  them  to 
pay  off  well  in  the  years  ahead." 

Whitehead  can  well  afford  to  take 
the  long  yiew.  As  the  owner  of  92% 
of  Technicon's  common,  he  is  still 
worth  (on  paper)  oyer  $600  million 
despite  the  25%  decline  of  Technicon's 
price  to  $32.  Whitehead  got  around 
$20  million  for  his  own  stock  when 
he  went  public;  most  of  it  he  put  into 
municipal  bonds  that  could  be  paying 
him  $1  million  a  year,  tax  free. 

As  it  is,  he  is  one  of  the  highest- 
paid  chief  executives  of  any  U.S.  pub- 
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lie  company  (Forbes,  May  15).  Last 
year,  with  total  remuneration  of 
$373,000  up  15%  from  what  he  got 
in  1969,  Whitehead,  who  bosses  3,000 
employees,  ranked  13th  on  the 
Forbes  Hst.  In  contrast,  Haakon  I. 
Romnes,  in  charge  of  over  a  million 
people  at  AT&T,  got  $346,000.  White- 
head's pay  is  in  addition  to  $45,000 
set  aside  for  him  each  vear  in  Techni- 
con's  profit-sharing  plan,  where  lie  has 
accrued  over  $500,000.  He  also  got 
$217,000  last  year  from  renting  Tech- 
nicon  the  land  for  its  stvlish  glass 
"Science  Center"  headquarters  in  Tar- 
rytown,  28  miles  above  Manhattan. 

Under  the  circumstances.  White- 
head's minority  stockholders  could 
well  expect  a  brilliant  performance. 
But  Technicon's  prospects  don't  seem 
as  alluring  as  thev  were  in  1969. 
Technicon's  main  product  is  the  Auto- 
Analyzer,  a  device  used  in  hospitals  to 
analyze  blood.  Where  once  Tech- 
nicon  had  the  field  to  itself,  toda\' 
close  to  45  companies  are  or  soon  will 
be  selling  automated  clinical  chemical 
analyzers,  savs  Arthur  Hale,  editor 
and  publisher  of  Bio-Medical  Insight, 
a  trade  paper. 

To  keep  ahead,  Technicon  has  in- 
troduced newer  and  more  expensi\e 
versions  of  its  AutoAnalyzer.  This  has 


put  it  into  the  cash-eating  business 
—one  reason  Whitehead  says  profits 
are  down.  Also,  only  last  month  he 
announced  a  deal  to  buy  Lockheed's' 
comj^uter  service  for  hospitals  for 
$1.5  million  clown,  plus  up  to  $6  mil- 
lion in  installments  tied  to  future  earn- 
ings. Whitehead  is  bullish  on  its  pros- 
pects, but  it  means  that  Technicon 
is  venturing  into  a  field  where  com- 
panies like  Honeywell  and  IBM  have 
been  acti\'e  for  years. 

New   Pattern 

Meanwhile,  Whiteliead  is  restruc- 
turing Technicon  itself.  About  80  peo- 
ple were  let  go  last  vear.  "I  hated  to 
do  it,"  he  savs.  "We  never  fired  any- 
body from  this  company  that  way  be- 
fore. But  being  a  pulilic  company 
gives  you  a  certain  discipline." 

Whitehead  replaced  himself  as 
president  and  stepped  down  to  direct 
marketing  policy  (while  retaining 
chief  executive  authority).  His  new 
liead  of  marketing  under  him  is  Senior 
Vice  President  John  Whitehead, 
Whitehead's  26-vear-old  son,  a  gradu- 
ate biologist.  What  qualifies  young 
Whiteliead  for  this  spot?  "I  can  talk 
to  my  son  as  I  can  talk  to  no  one  else 
around  here."  Besides,  says  White- 
head,    "I'm     going     to     considerable 


lengths  to  make  sure  that  my  son  has 
the  same  control  I  do  when  I  die." 

Young  John  follows  a  path  his  fa- 
ther trod  a  few  decades  earlier.  The 
father  himself  joined  his  own  father, 
Edwin  C.  Weiskopf  (German  for 
Whiteliead),  back  in  1939.  At  the 
time,  Technicon  was  a  tiny  lab  sup- 
ply outfit  in  a  Bronx  loft. 

By  1957  Technicon  had  its  first 
^AutoAnalyzer  on  the  market.  Within 
a  few  years  it  had  revolutionized  lab 
testing,  until  then  a  crude  art.  From 
1964  to  1969  Technicon's  earnings 
grew  at  a  compounded  rate  of  36%. 

Today,  just  recovered  from  massix'e 
heart  surgery.  Whitehead  spends 
much  of  his  time  organizing  the  med- 
ical seminars  that  ha\'e  become  a  kev 
part  of  Technicon's  marketing.  Last 
year's  was  held  in  New  York  City  and 
attracted  almost  6,000  people. 

Why,  considering  his  dislike  of  the 
public  eve,  did  Whitehead  go  public? 
"I  wanted  to  reward  other  people," 
says  Whitehead,  meaning  key  em- 
ployees. "And  we  wanted  to  have 
some  of  that  Chinese  money  or  what- 
ever you  call  it  for  acquisitions." 

In  fact,  savs  Whitehead  as  he  looks 
out  of  his  plush  Tarrvtown  office  over 
a  small  pond  and  to  the  rolling  fields, 
"money  doesn't  really  motixate  me."  ■ 


How  To  Win  By  Losing 

Weep  not  for  Boeing.  Demise  of  the  SST 
may  liave  been  a  blessing  in  disguise. 


The  White  House  did  not  like  it. 
Neither  did  the  Seattle  city  fathers. 
Nor  subcontractors,  thousands  of  em- 
ployees and  many  congressmen.  But 
what  about  Boeing?  Did  it  really  lose 
when  the  supersonic  transport  came 
up  and  went  down  a  second  time  in 
Washington  last  month? 

The  question  is  valid.  There  are 
those  who  think  Boeing  will  be  better 
off  in  the  long  run  widiout  the  SST. 
This  much  is  certain:  Boeing  Chair- 
man William  M.  Allen  drove  the  final 
coffin  nail  when  he  made  headlines 
last  month  by  estimating  that  it  would 
cost  an  additional  $500  million  to  $1 
billion  to  get  the  SST  started  again. 
That  cut  the  ground  from  under  the 
plane's  supporters. 

For  one,  suppose  Boeing  really  be- 
gan turning  out  SSTs  for  the  com- 
mercial market  in  another  few  years: 
Would  that  not  put  Boeing  into  an 
enormous  cash  bind?  And  how  about 
the  risks  of  inflation?  Of  technology? 
Of  the  marketplace? 

Again,  a  heavy  commitment  to  a 
supersonic  transport  program  would 
have    crimped    the   company's    ability 
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to  crack  the  potentially  lucrative  mid- 
dle-line airbus  market  in  a  big  way. 
Right  now  the  closest  thing  to  an 
entry  Boeing  has  there  is  its  $7-mil- 
lion'  727-200,  a  modified  134-pas- 
senger  version  of  the  727.  But  the  727- 
200  is  not  directly  competitive  with 
McDonnell  Douglas'  wide-body  DC- 
10  nor  with  Lockheed's  L-1011.  Great- 
er concentration  of  men  and  money 
on  this  market  could  greatly  improve 
Boeing's  position,  particularly  if  Lock- 
heed stays  in  trouble. 

The  fact  is  that  Boeing  has  already 
come  a  long  way  since  its  president 
and  chief  executive  "T"  ( 'Thornton 
Arnold)  Wilson  began  cutting  opera- 
tions to  the  bone  (Forbes,  Maij  15). 
Boeing's  sales  in  1970  were  up  nearly 
a  third  to  $3.7  billion  {vs.  $2.8  billion 
in  1969).  Its  earnings  per  share  rose 
117%  from  47  cents  to  $1.02.  Dis- 
counting severance  pay  for  the  SST 
(91  cents  a  .share),  Boeing's  first- 
quarter  1971  earnings  were  33  cents, 
vs.  29  cents  in  the  .same  1970  period 
—with  more  cost-cutting  to  come. 

Consolidation  of  Boeing's  essential 
resources    is   not   Wilson's    only   order 


of  the  day.  As  he  recently  told 
Forbes,  he  plans  to  keep  Boeing  pri- 
marily in  the  transportation  business. 
But  he  already  is  working  on  plans  to 
go  into  "nontraditional"  businesses 
where  Boeing's  aerospace  expertise 
might  find  applications,  as  in  com- 
munity development.  In  fact,  Wilson 
expects  at  least  one-third  of  Boeings 
total  business  by  1980  to  be  in  such 
nontraditional  areas. 

All  this  hardly  sounds  as  if  Boeing's 
managers  are  losing  an\-  more  sleep 
over  the  death  of  the  SS'T.  Any  pickup 
in  airline  orders  in  a  better  economy, 
can  do  nothing  but  benefit  Boeing. 
And  without  a  U.S. -built  supersonic 
airliner,  Boeing's  top-of-the-line  747 
may  have  less  competition  on  certaini 
routes.  So  wovild  the  upcoming  cargo 
\'ersion  of  the  jumbo  jet,  the  747F. 

Ever  since  the  coming  of  the  jet 
airliner,  Boeinsi  has  been  a  hi^hlv  suc- 
cessful  pioducer  of  passenger  jets.  But 
always,  in  the  back  of  the  mind,  was 
the  realization  of  what  a  misstef 
could  mean— how  the  Convair  990,  tc 
cite  one  example,  nearly  bankruptec 
General  Dynamics. 

Now  Boeing  will  surely  end  up  ■' 
smaller  company  than  it  would  hav 
been  had  it  built  the  SST.  On  thi 
other  hand  it  may  well  be  a  mor 
profitable  company- and  will  certain 
ly  be  a  less  risky  one.    ■ 
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Antitrust  &  the  $ 

What  does  the  dollar  crisis  have  to  do  with  anti- 
trust? Ir)  the  Administration's  view,  a  good  deal. 


The  news  was  confusing  but  unmis- 
takabh  dismal:  GeiTnan\'  had  c'efi- 
antlv  stopped  supporting  the  dollar; 
the  Japanese  were  refusing  to  devalue 
tlie  yen;  the  U.S.  balance  of  pavments 
had  taken  a  turn  for  the  worse. 

President  Ni.\on  left  no  doubt  that 
the  last  item  worries  him  most.  The 
problem  at  bottom,  he  believes,  is  not 
the  dollar  but  the  deteriorating  U.S. 
p<jsition  in  world  trade.  The  .Admin- 
istration is  less  interested  in  mone- 
tary measures  per  se  than  in  finding 
ways  to  bolster  U.S.  e.xports. 

This  alanns  man\  bankers  and  econ- 
omists who  would  like  to  see  imme- 
diate steps  taken  to  strengthen  the 
dollar.  But  the  President  rules  out 
crash  international  conferences.  Nor  is 
he  willing  to  make  drastic  changes  in 
foreign  polic\ — either  in  Europe  or  in 
\'ietnam.  Rightlv  or  wronglv,  the  Ad- 
ministration is  taking  a  ver\  long- 
range  \iew  of  the  dollar  crisis. 

A  principal  result  of  this  approach 
will  be  an  attempt  to  soften  U.S.  anti- 
trust policv,  particularK'  as  it  applies 
to  international  business. 

Step  by  Step 

In  traditional  Washington  fashion, 
the  ino\e  will  not  be  an  open  one— 
at  first.  Also  President  Ni.xon  has  ap- 
pointed a  bliK'-ribbnn  ]iresidcntial 
commission  on  international  trade  and 
investment  policy,  headed  bv  Albert 
L.  Williams,  former  president  of  IBM. 
This  group  will  include  recommenda- 
tions for  antitrust  rc\'isions  in  its  re- 
port to  the  President  late  in  Jul  v. 
Foreign  companies  often  foim  cartels 
and  use  similar  means  to  get  business 
hat  is  barred  to  U.S.  comoanies  un- 
der the  antitrust  rules.  The  feeling  is: 
houldn't  "our  guvs"  be  ;'llowed  the 
an»e  rules  as  anvbodv  else? 

The  main  public  signal  of  what  is 
ihead  for  antitrust,  in  the  era  of  the 
lollar  crisis,  came  last  moiith  from 
tVeasuiy  Secretary  John  B.  Connally, 
vho  has  become  the  Administration's 
hief  spokesman  on  ec:)nomic  matters, 
'estifying  before  the  newlv  formed 
bcommittee  on  international  trade 
f  the  Senate  Finance  Committee, 
lonnally  answered  a  question  by  say- 
g;  "VVe  are  reaching  the  time  when 
e  may  have  to  restiucture  our  anti- 
t  laws  as  thev  applv  both  domes- 
ically  and  in  business  abroad." 
The  most  worrisome  thing  about 
le  payments  deficit  is  the  dwindling 
lus  of  U.S.  e\p;)rts  ()\er  imports, 
year  it  will  dip  below  $2  billion; 
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in  the  earlv  1960s  it  was  typically 
o\er  $4  billion.  And  some  observers 
like  to  point  out  that  the  official  ex- 
port figures  include  such  statistical 
anomalies  as  grain  given  under  for- 
eign aid  programs  to  India,  and  there- 
fore may  conceal  an  actuai  deficit. 

Businessmen  and  Administration 
leaders  alike  react  to  this  decline  by 
getting  angry  at  the  restrictive  trade 
practices  of  other  nations,  notably 
Japan  (  Forbes,  May  1 ) .  They  tend 
to  suggest  that  the  U.S.  counter  with 
its  own  restrictive  trade  practices. 

For  example,  Timken  Co.,  the  lead- 
ing U.S.  maker  of  roller  bearings,  has 
complained  to  the  Commerce  Depart- 
ment that  Japan  in  effect  set  up  a  roll- 
er-bearing cartel  by  parcelling  out 
production  of  low-volume  bearings 
among  its  five  producers. 

Now  Timken  is  not  asking  for  as- 
signed production  of  bearings  in  the 
U.S.  Nor,  being  a  worldwide  com- 
pany, does  it  want  U.S.  import  quotas. 
But  what  it  would  like  is  effective 
exemption  from  U.S.  antitrust  laws  in 

Connolly   of  the   Treasury 


arranging  business  among  its  inter- 
national subsidiaries -and  various  for- 
eign companies. 

This  also  sounds  good  to  the  big 
U.S  engineering  and  construction 
firms.  They  like  to  point  out  that  60% 
of  the  value  of  any  contract  they  get 
goes  for  equipment,  which  is  almost 
always  bought  from  U.S.  companies. 
But  other  nations  also  realize  the  im- 
portance of  such  contracts.  Therefore, 
foreign  bidding  on  major  construc- 
tion contracts  is  commonly  a  jimt 
government-industry  affair. 

The  U.S.  construction  firms  don't 
want  the  Government  as  a  partner. 
What  they  would  like  is  to  be  able  to 
join  together  in  bidding  for  some  con- 
tracts under  the  provisions  of  the  1918 
Webb-Pomerene  Act,  passed  to  per- 
mit the  copper  and  other  industries 
to  form  export  associations  that  ould 
compete  against  foreign  cartels.  Up  to 
now,  the  Justice  Department  has  al- 
ways cold-shouldered  the  idea.  But 
now,  says  W.  Robert  McLellan,  as- 
sistant secretary  of  commerce  for  do- 
mestic and  international  bus'.ness, 
Justice  would  like  to  see  some  cases 
where  our  antitrust  laws  have  imped- 
ed U.S.  companies  overseas.  "My 
business  experience  causes  me  to  feel," 
says  McLellan,  "that  it  is  not  fair  to 
impose  on  American  companies  laws 
that  the  other  fellow  doesn't  have 
to  live  by." 

What  all  this  maneuvering  means 
in  real  terms  is  that  the  Administra- 
tion has  swung  decidedly  in  favor  of 
"reforming"  the  antitrust  laws.  True, 
the  word  has  gone  out  quietly  to  in- 
dustry that  there  is  no  hope  of  actual 
legislation  to  accomplish  this  before 
the  1972  election  (a  polite  way  of 
saying,  "If  we  get  back  in,  you'll  get 
legislation" ) .  But  such  legislation 
would,  as  Connally  suggests,  cover 
both  foreign  and  domestic  business. 

The  whole  gambit  has  its  fascinat- 
ing political  side.  It  is  no  secret  that 
the  Nixon  Administration  has  been 
far  from  popular  with  many,  perhaps 
even  most,  U.S.  businessmen.  Perhaps 
they  could  be  swayed  by  the  prospect 
that  the  long  antitrust  tradition  could 
be  softened  by  subtle  administrative 
shifts  before  the  electicm  and  out- 
right statute  revision  after  it. 

There  has  always  been  a  grudging 
admiration  in  the  \'oices  of  U.S.  busi- 
nessmen when  they  referred  to  their 
Asian  trading  partners  and  competitors 
as  "Japan  Inc."  What  may  have  been 
set  in  motion  in  Washington  of  late 
is  a  process  whereby  the  U.S.  could 
end  up  becoming  more  like  Japan— in- 
stead of  trying  to  get  Japan  to  be  more 
like  the  U.S.  At  any  rate,  this  is  the 
direction  President  Nixon  is  taking  in 
meeting  the  long-standing  problem  of 
the  dollar  abroad.   ■ 
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Fellow  Americans 


Keep  Out! 


No  Growth.  Slow  Growth.  Ecology.  They  alt  mean  parts  of  the  U.S.  are  solving 
their  problems  in  ways  that  may  make  things  worse  for  the  rest  of  the  country. 


Go  West,  Young  Man.  Go  to  the  Big 
City,  Farm  Boy.  Make  It  Big.  Tlie 
Fastest-Growing  Little  Town  in  Wan- 
nahagga  County.  Growth  Is  Good. 
Such  For  two  centuries  was  the  pre- 
vaihng  American  ethic:  The  bigger, 
the  better.  The  welcome  mat  was 
nearly  always  out,  because  more  peo- 
ple meant  more  money,  more  busi- 
ness, more  growth.  Make  our  own 
state  (counlv,  town)  grow.  So  wel- 
come. Bring  money.  Bring  markets. 

Oh  yes,  there  were  dissenters. 
Thomas  Jefferson  believed  that  in- 
dustrialization was  dangerous  to  de- 
mocracy. Henry  David  Thoreau  took 
to  the  woods.  The  "Know-Nothing" 
party  fought  immigration.  Cattlemen 
battled  the  homesteaders  for  the 
West's  wide-open  spaces.  Theodore 
Roosevelt  railed  at  the  greedv  inter- 
ests despoiling  the  nation.  But,  prom- 
inent a.s  they  are  in  the  liistory  books, 
these  men's  ideas  did  not  prevail. 

"The  two  sides  have  always  existed 
in  this  country,"  says  Robert  Douglas 
of  the  University  of  Pennsylvania's 
Regional  Science  Research  Institute. 
"Those  who  felt  they  could  make 
money  oil'  economic  expansion,  and 
those  who  felt  it  was  going  to  ruin  an 
environment  they  loved.  What  is 
changing  is  that  the  power  in  com- 
munities is  not  so  centralized  as  it 
was  in  the  liands  of  those  who  benefit 
from  the  growth.  The  rest  of  the  popu- 
lation is  getting  more  vocal." 

As  a  result,  the  no-trespassing 
signs  are  going  up.  Though  a  number 
of  states  and  localities  (sec  box,  p. 
29)  still  assiduously  seek  new  indus- 
try, sometimes  even  they  meet  new 
resistance  (see  box,  p.  30).  Many 
others  are  becoming  choosey,  and 
.some  are  Hatly  hostile  to  growth.  It's 
not  just:  "Keep  the  Smokestacks  Out." 
"Welcome,  Stranger,"  the  typical 
American    attitude,    is    fast    changing 


to  that  of  "Stranger  Get  Lost." 

Oregon's  Governor  Tom  McCall,  a 
strapping  six-foot-six  Republican, 
likes  to  invite  tourists  back  for  another 
visit  but  adds:  "just  don't  come  here 
to  live."  Delaware  Governor  Russell 
W.  Peterson,  a  Republican  and  for- 
mer du  Pont  executive,  has  just 
turned  away  a  $360-million  chemical 
complex  from  his  state  (see  box,  p. 
30).  California's  Santa  Clara  County 
—growth  was  once  its  middle  name 
—has  dramatically  reversed  gears. 
Boulder,  Colo.,  nervous  about  losing 
its  small-city  convenience  and  char- 
acter, is  talking  about  a  100,000  pop- 
ulation ceiling.  In  many  mral  spots, 
from  the  Far  West  to  New  England, 
Boise  Cascade  and  other  real  estate 
developers  are  running  into  serious 
roadblocks  in  plans  to  build  vacation- 
home  communities. 

Whaf    Price    Growth? 

Ecology?  Pollution?  Are  these  the 
driving  forces  behind  the  new  re- 
gional exclusionism?  In  large  part, 
yes.  In  the  last  three  years,  pollution 
control  has  become  a  hot  issue  nearly 
everywhere.  In  the  almost  forgotten 
tradition  of  Jetterson  and  Thoreau, 
Americans  are  asking:  What  price  our 
growing  economy? 

But  there  is  more  than  ecology  to 
these  first  few  signs  of  regional  isola- 
tionism. Sociology  plays  a  part.  So 
does  anthropology.  For  example,  in 
his  best-selling  book.  The  Territorial 
Imperative  (1966),  Robert  Ardrey 
wrote;  "If  we  defend  the  title  to  ovn- 
land  .  .  .  we  do  it  for  reasons  no  dif- 
ferent, no  less  innate,  no  less  ineradi- 
cable, than  do  lower  animals.  The  dog 
barking  at  you  from  behind  his  mas- 
ter's fence  acts  for  a  motive  indis- 
tinguishable from  that  of  his  master 
when  the  fence  was  built." 

In  short,  a  good  many  parts  of  the 


country  are  fighting  to  keep  their 
elbowroom,  to  defend  their  turf 
against  growing  pressure  from  the 
teeming,  troubled  parts  of  the  countiy. 
Don't  crowd  us,  they're  saying. 

Such  a  basic  human  urge  may  well 
lie  beneath  a  good  deal  of  the  outcry 
over  pollution.  It  certainly  motivates 
the  suburbanite  who  resists  tooth-and- 
nail  the  encroachment  of  urban  people 
and  urban  problems. 

And  so  people  are  banding  togeth- 
er to  fight  pollution,  to  fight  industry, 
to  fight  more  people.  Do/ens  of  local  i 
groups  have  sprung  up:  BAG  (Beach  I 
Alliance  Group)   in  San  Diego  Coun- 1 
ty;    GASP    (Group    Against    Smeltery 
Pollution)    in    Phoenix,    Ariz.;    SODA' 
(Stop    Ocean    Dumping   Association) 
in  VVildwood,  N.J.,  to  mention  only  a 
few.   Meanwhile,  the  memberships  of 
national  organizations  grow  to  record 
levels:     San     Fiancisco-based     Sierra 
Club,     130,000    members;     Washing- 
ton-based   Nature    Conservancy    (sec 
page    58),    26,000    members;    New 
York-based  Audubon   Society,  38,000 
members;  Zero  Population  Growth  oi 
Los    Altos,    Calif.,    40,000    members 
San    Francisco-based    Friends    of   tlu 
Earth,  22,000  members. 

All  this  happens  at  a  crucial  poin 
in  U.S.  history.  For  centuries  Ameri 
cans  spread  out  and  filled  the  opei 
spaces.  Then,  with  the  agiiculturn 
depression  of  the  Twenties,  Ameri 
cans  began  deserting  the  countrysid 
for  the  cities.  And  the  populatio 
concentrated  again.  Whereas  49'*'  < 
the  population  lived  in  rural  areas  i 
1920,  only  37%  did  in  1960.  Fan 
centers  in  the  Midwest  became  gho: 
towns.  In  New  England,  once-thri' 
ing  mill  towns  nearly  disappeared. 

Now,    because   of   the   rising  cos 
and  tensions  of  the  overcrowded  ci| 
ies,  the  U.S.  seems  in  the  early  stag 
of    spreading    out— again.    The   urbs 
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dweller  bu\-ing  an  abandoned  farm 
for  weekending  is  in  the  vanguard. 
So  is  the  corporation  moving  to  the 
suburbs  or  building  a  plant  in  an 
underdeveloped  area;  the  whole  in- 
dustrial dexelopment  of  the  South  is 
part  of  this  phenomenon. 

But  this  new  wave  of  spreading 
out  is  in  trouble.  Todav  it  is  nearly 
impossible  to  build  an  electric  power 
plant,  a  jet  airport,  an  open-pit  mine 
or  a  resort  communitv  without  strong 
protest  from  keep-out  forces.  E\en 
tourism,  once  c;)nsidered  the  ideal 
"clean"  industry,  has  run  afoul  of  the 
no-trespassing  mood  in  places. 

Certainly,  it  is  commendable  that 
Americans  want  to  protect  their  fami- 
lies and  their  communities  from  pol- 
lution; to  preserve  open  spaces;  to  curb 
urban  sprawl;  to  coimt  other  than 
ec<jnomic  blessings.  The  problem  is 
this:  Because  there  is  no  overall,  na- 
tional plan  for  use  of  our  resources 
and  land,  individual  states  and  coun- 
ties must  struggle  alone  to  protect  and 
improve  their  (jualitv  of  life.  If  thev 
succeed,  surelv  thev  are  going  to  at- 
tract outside  industr\  and  people, 
which  ma\  threaten  that  (juality  of 
life.  So  keep-out  policies  are  lormulat- 
ed.  Thus,  the  country  is  in  danger  of 
l>ecoming  compartmentalized,  of 
breaking  up  into  territorial  and  eco- 
logical ha\es  and  ha\'e-n()ts. 

The    New    Border    Guards 

During  the  Great  Depression  of  the 
Thirties,  border  guards  in  California 
turned  awav  Okies  and  Arkies,  the 
dispossessed  tenant  farmers  from  Ok- 
lahoma and  Arkansas.  The  border 
guards  were,  in  the  end,  declared  un- 
constitutional. But  todav,  zoning  and 
pollution  laws  and  court  decisions  do 
a  similar  job,  on  a  national  and  local 
level,  of  keeping  out  people  and  in- 
dustries. Legal  briefs  ha\e  replaced 
border  guards. 

On  the  federal  le\el  are  the  Na- 
tional Environmental  Policy  Act  of 
1969,  which  requires  all  federal  agen- 
cies to  consider  the  environmental  ef- 
fects of  their  decisions,  and  the 
amended  Clean  Air  Act,  which  gi\es 
local  air  pollution  control  districts 
great,  though  as  yet  untested,  power. 
Also  important  is  the  River  &  Harbor 
Act  of  1899,  which  lay  nearly  mori- 
bund until  resurrected  by  the  Admin- 
istration in  a  crackdown  on  polluters. 
On  state  and  local  levels,  tougher  pol- 
lution and  zoning  laws  are  going  into 
effect  or  being  considered.  The  intent 
is  clear:  A  pleasant  enxironment  is 
at  least  as  important  as  industrial  ex- 
pansion. Maybe  more  so. 

The  no-trespassing  mood  is  stron- 
gest, as  might  be  expected,  in  the 
more  scenic  areas.  Take  Oregon, 
again.  State  Treasurer  Robert  Straub 


echoes  Governor  McCall:  "We  have  a 
slow  rate  of  growth  right  now,"  he 
says,  "and  personally  I'm  \erv  happy 
with  it.  I'm  not  interested  in  industry 
for  industry's  sake,  or  payroll  for  pay- 
roll's sake,  or  population  just  for  more 
population's  sake." 

A  lot  of  Oregonians  agree.  The  cities 
of  Astoria,  Eugene  and  Portland  have 
recently  frozen  or  restricted  various 
kinds  of  devel- 
(jpment.  A  strong 
statewide  zoning 
bill  is  being  con- 
sidered bv  the 
Oregon  legisla- 
ture. Straub  is 
pushing  for  an 
antipollution  tax 
—"a  use  fee  on 
air  and  water," 
he  explains— that 
would  eventually 
ban  pollution-pro- 
ducing companies 
from  the  state. 
And  many  motor- 
ists display  a 
bumper  sticker: 
"Sa\e  Oregon  for 
the  Oregonians." 
In  West  Vir- 
ginia, a  poor  state 
heavily  depen- 
dent on  coal 
mining.  Governor 
Arch  Moore  re- 
cently cancelled  a 
strip-mining-proj- 
ect and  warned 
industry:  "We 
are  not  going  to 
sell  our  environ- 
ment for  industri- 
al development." 
Floridi^'s  Gover- 
nor Reubin  As- 
kew takes  a  simi- 
lar stand.  "We 
are  tightening  up 
our  restrictions 
for  commercial 
development.  We 
want  to  make 
sure   that   we  are 

not    simply    attempting    to    grow    for 
growth's  sake." 

That  kind  of  rethinking  is  now 
being  done  at  the  county  and  city 
levels,  too.  Look  at  Santa  Clara  Coun- 
ty, at  the  southern  tip  of  San  Fran- 
cisco Bay.  For  years  it  was  one  of  the 
countiy's  fastest-growing  areas,  zoom- 
ing in  population  from  290,000  in 
1950  to  just  over  a  million  in  1970. 
.  Now  county  officials  are  applying 
the  brakes.  "We  feel  that  we  should 
stop,  or  at  least  slow  down,  so  we  can 
take  care  of  the  major  problems  we 
have,"  says  Victor  Calvo,  chairman  of 
the    board    of    supeivisors.    Zoning    is 


being  tightened  up  to  prevent  both 
high  density  and  sprawl.  The  county 
has  cut  in  half  its  Chamber  of  Com- 
merce budget  and  has  told  the  Cham- 
ber to  spend  that  money  on  local 
studies,  not  national  advertising. 

Voters  in  San  Jose,  the  once  expan- 
sion-minded county  seat,  have  elect- 
ed go-slow  councilmen.  Nearby  Palo 
Alto  is  considering  buying  a  large  area 


Whenever  suburbanites  or  country  dwellers  wonder 
about  the  desirability  of  a  keep-out  policy,  they  are 
also    grimly    aware   of   the    traditional   alternative. 


of  land  lather  than  permitting  it  to 
be  dexeloped.  Explains  CaKo:  "They 
disco\'ered  that  if  thev  expanded  into 
the  foothills,  bv  the  time  they  ex- 
tended services  like  roads  and  schools 
and  police  and  fire  protection,  it  would 
actually  cost  the  city  money  despite 
the  new  tax  revenue.  They  would 
come  out  ahead  if  they  purchased  the 
land  and  left  it  open  space." 

In  Loudon  County,  Va.— a  state  long 
dominated  by  pro-expansion  interests— 
cciunty  commissioners  refused  the  fi- 
nal permits  for  a  4,200-home  Le\it- 
town  on  1,200  acres.  The  Levittouni 
application    came   just   as    Boise   Cas- 


FORBES,  JUNE  15,  1971 


23 


■    ■■J-.-JUmi 


cade  was  opening  the  first  houses  of  its 
Sugailand  Run  project,  which  re- 
quired the  usual  county  services  and 
prompted  a  reassessment  of  property 
in  tlie  county.  "The  property  tax  bills 
had  risen  for  many  of  our  big  farm 
owners,"  explains  County  Planning 
Director  Bruce  Drenning,  "and  they 
were  mad.  So  when  Levitt  came  along 
with  a  proposal  to  double  the  growth 
rate  without  paying  its  own  way  in 
taxes,  the  commissioners  just  said  no." 
Even  in  Los  Angeles  County  there 
are  signs  of  change.  The  city  of  Los 
Angeles,  now  with  2.8  million  people, 
is  considering  a  new  zoning  plan  that 
calls  for  no  more  than  5  million,  vs. 
the  10  million  allowed  under  the  old 
plan.  One  catalyst  has  been  Lesser 
Los  Angeles,  founded  by  Los  Angeles 
Times  columnist  Art  Seidenbaum  in 
1969.  Seidenbaum  feels  the  bumper- 
sticker-and-button  outfit  influenced 
the  city  to  make  the  population  study. 
"We  enabled  the  Establishment  to 
understand  that  there  are  a  lot  of 
people  here  who  do  not  favor  an  en- 
larged city,"  he  says.  Lesser  Los  An- 
geles was  inspired  by  Lesser  Seattle, 
a  bumper-sticker  group  formed  in 
1962,  and  it  in  turn  inspired  several 
other  Lesser  groups,  including  Lesser 
San  Diego,  known  bv  its  initials. 

Ban   the   Skyscraper 

Perliaps  nowhere  have  the  keep-out 
forces  had  as  much  impact  as  in  San 
Francisco.  A  year  ago  U.S.  Steel  and 
others  were  busy  planning  new  sky- 
scrapers there;  today,  the  U.S.  Steel 
building,  a  550-foot-high,  $200-mil- 
lion  office-hotel  complex  on  the  water- 
front, has  been  killed  by  the  board  of 
supenisors,  and  an  anti-high-rise  ref- 
erendum, which  would  ban  buildings 
taller  than  six  stories  unless  approved 
by  the  voters,  is  scheduled  for  No- 
vember balloting. 

The  anti-skyscraper  forces  are  led 
by  a  businessman  and  based  on  busi- 
ness reasons.  "The  Establishment  says 
we  need  these  buildings  to  bring  in 
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New  Skyscrapers  that  began  to  block  off  the  view  of  San  Francisco's 
magnificent  waterfront  sparl<ed  the  drive  for  new  legislation  requiring 
a  referendum   before  any   more  tall  buildings  may   be  built   in  the  city. 


money  for  the  city,"  savs  Alvin  Dus- 
kin,  a  San  Francisco-bom  dress  manu- 
facturer. '"But  just  what  does  the  city 
make  on  high-rise  buildings?  Nobody 
has  been  able  to  show  me." 

Roger  Boas,  a  member  of  San  Fran- 
cisco's board  of  supervisors,  voted 
against  the  U.S.  Steel  building  be- 
cause he  thought  it  should  be  in  the 
financial  district,  not  on  the  water- 
front. But  he  is  well  aware  of  the 
new  wave  of  keep-out  sentiment.  "De- 
velopers have  been  just  too  darned 
greedy  in  the  past,  and  have  neglect- 
ed esthetics,  air  space  and  the  like," 
he  says.  "People  across  the  state, 
across  the  countrv,  feel  they've  got 
to  do  something  to  stop  this  pro- 
miscuous growth."  Boas  himself  led 
the  fight  against  freeways  in  San 
Francisco  in  1964-65,  and  since  then 
the  construction  of  freeways  there  has 
practically  ground  to  a  halt. 

In  Boulder,  Colo,  the  no-trespass- 
ing signs  are  going  up.  "The  city  is 
going  to  examine  the  whole  growth 
issue,"  savs  Community  Development 
Director  William  Lamont.  "Boulder 
has  always  had  a  strong  attachment 
to  its  natural  setting  and  1  think  most 
people,  as  they  come  here,  say  let's 
shut  the  door  and  let  nobody  else  in." 
One  proposal:    Rezone  the  remaining 


undeveloped  industrial  land.  "If  you 
are  going  to  control  growth,"  explains 
Lamont,  "you  should  begin  by  dis- 
couraging employment  centers  rather 
than  housing,  which  is  a  by-product." 

Listen  to  David  P.  Lim,  city  plan- 
ning director  of  Tucson,  Arizona's  sec- 
ond largest  citv,  with  about  260,000 
people:  "Since  the  latter  part  of  last 
year,"  he  says,  "there  have  been  more, 
shall  I  say,  grumblings:  'Why  do  we 
have  to  grow?  Why  do  we  have  this 
many  people?'  Tucson  was  known 
many  years  ago  as  the  power  structure 
that  didn't  want  industry,  that  didn't 
want  this,  that  didn't  want  that.  Per- 
haps this  feeling  is  coming  back." 

"There's  Just   No   Place  .  .  ." 

There  is  an  economic  price  in  all 
this,  of  course.  Consolidated  Edison 
Co.  of  New  York,  for  example,  has 
N'ainly  tried  to  construct  a  pumped- 
storage  project  at  Storm  King  Moun- 
tain on  the  Hudson  River  50  miles 
north  oi  New  York  City  for  ten  years. 
A  local  group,  the  Scenic  Hudson 
Preser\'ation  Conference,  has  so  far 
blocked  tlie  project,  is  growing  in 
power  and  expects  to  win.  Meanwhile 
the  metropolitan  area  faces  growing ; 
power  shortages. 

Southern  California  Edison  Co.  has 


Hazards.    Boating    on    the    completed    portion    of    the 
Cross-Florida   Barge   Canal   is   made   more   dangerous 


by  the  floating   logs  and  stumps  that  rose  to  the  sur- 
face after  the  area  was  flooded  to  a  depth  of  20  feet. 


24 


FORBES,  JUNE  15,  197 


I 


"Why  did  you  have  to  go  and 
change  the  name  of 
Lone  Star  Cement  Corporation? 
It  had  a  nice  solid  sound  to  it/' 


John  Q.  Public 


"We  had  to  change  it  to  describe  what 

we  represent  today.  Cement  is  literally 

only  half  the  story.  The  other  half 

of  our  sales  are  from  products  other 

than  cement. 

We\'e  grown  into... 


John  R.  Kringel 
Chairman  and  President 


.ONE  STAR  INDUSTRIES 


>T  the  past  50  years  we  have  been 
own  as  producers  of  cement.  And 
feel  we  have  served  the  industry 
11.  Today,  Lone  Star  is  the  largest 
xiucer  of  cement  in  the  western 
nisphere. 

We. believe  that  we  have  earned  this 
dership  through  hard  work  and  ex- 
ience,  and  we  expect  to  maintain  it 
orously.  At  the  same  time,  however 
tarting  from  this  strong,  stable  base 
ve  have  felt  that,  by  strategic  man- 


agement of  resources,  we  could  sub- 
stantially widen  our  growth  potential. 
Our  program  of  diversification  and 
expansion  has  met  with  outstanding 
success  over  the  past  ten  years,  but  in 
the  last  two  alone  we  have  quickened 
the  pace  to  an  even  healthier,  more 
rapid  growth.  We  are  now  active  in  the 
home  furnishings  field,  in  real  estate,  in 
land  development,  and  in  recreational 
and  home-improvement  products  .  .  . 
while  still  broadening  the  solid  base  of 


construction  products  we  market.  In 
addition  to  cement,  these  include  both 
manufactured  and  mined  materials  for 
building  and  heavy  construction. 

No  wonder  we've  felt  that  our  cor- 
porate name  needed  up-dating.  We're 
going  to  make  it  stand  for  even  more 
as  time  goes  on. 

Lone  Star  Industries,  Inc.  Executive 
Offices:  One  Greenwich  Plaza,  Green- 
wich, Connecticut  06830. 


The  OBd 


The  New 


Forerunners.  In  fhe  rising  resistance  fo  indus- 
trial development,  businessmen  are  facing  something 
far  older  than  the  relatively  recent  movement  we 
call  environmentalism.  Anti-industrial  feeling,  says  a 
professor,  is  older  than  our  Republic.  Thomas  Jef- 
ferson was  against  industry.  Thoreau  despised  it.  The- 


odore Roosevelt,  good  Republican  though  he  was, 
thundered  against  its  abuses.  And  if  was  a  recur- 
ring theme  for  that  great  novelist  D.  H.  Lawrence; 
in  Lady  Chatterly's  Lover  and  other  books,  he 
blamed  industrialization  for  causing  many  of  the 
world's   woes— -including    the    loss    of    sexual   vitality. 


had  similar  problems.  The  people  of 
little  Victorville,  on  the  edge  of  the 
Mojave  Desert  90  miles  northeast  of 
Los  Angeles,  blocked  construction  of 
a  new  coal  plant,  while  to  the  south, 
Orange  County  officials  are  fighting 
the  expansion  of  an  old  gas-oil  plant. 
"It's  getting  to  the  point,"  savs  Ed- 
ward A.  Hummel,  an  assistant  direc- 
tor of  the  National  Park  Service, 
"where  there's  just  no  place  the  pow- 
er companies  can  put  up  a  plant." 

In  states  like  Montana  and  Arizona, 
the  big  mining  companies  are  the 
basis  of  the  economy.  In  past  times, 
they  could  do  just  about  anything 
they  wanted.  But  now  the  keep-out 
forces  have  won  some  big  victories. 
In  Montana,  Anaconda's  proposed 
copper-m()lv!)df»iinni  nnpiA-pit  mine  at 


Heddleston  was  stopped.  So  was  its 
plan  to  mine  copper  at  the  site  of  a 
former  chromium  mine  on  govern- 
ment land. 

New  Montana  air-pollution  stan- 
dards could  close  down  Anaconda's 
Columbia  Falls  aluminum  smelter, 
which  pours  fluorides  into  the  air  that 
have  caused  damage  estimated  as 
high  as  $1  billion  to  the  surrounding 
forests.  "If  the  state  adheres  to  the 
law  and  will  give  us  no  variance," 
says  Anaconda  Director  of  Technology 
George  Wunder,  "then  I  presume 
they  will  shut  the  plant  down." 

Wunder  savs  that  if  the  new  pol- 
lution standards  of  Montana  and 
Arizona  go  into  effect,  the  price  of 
copper,  now  at  52  cents  a  pound, 
will    increase    b\'    aliout    6    cents    a 


The  Grapes  Of  W.^iHk  ;■  /.'.,i  photograph  taken  in  1936,  unem- 
ployed transient  workers  are  having  their  personal  belongings  searched 
by  police  officers  at  the  California-Nevada  border  before  being  sent  home. 


pound.  Already  American  Smelting  & 
Refining  Co.  has  had  to  cut  produc- 
tion in  Arizona  by  15%  to  meet  that 
state's  current  standards,  and  Ana- 
conda is  now  selling  some  ore  concen- 
trates that  went  to  Arizona  to  the 
Japanese  instead— at  a  lower  price  and 
hence  for  a  smaller  profit. 

An   $11 -Million   Loss 

Boise  Cascade  has  repeatedly  run 
afoul  of  the  keep-out  forces.  Its  resort 
projects  in  California,  Nevada,  Wash- 
ington and  Connecticut  have  been 
harshlv  criticized  bv  consen'ation 
groups  and  government  officials.  Unit 
Six  at  its  Incline  Village  development 
at  Lake  Tahoe,  Nev.  was  blocked  by 
local  authorities,  who  are  considering 
a  ban  on  all  further  dex'elopment 
there.  In  New  Hampshire,  Go\enior 
Walter  Peterson  has  warned  Boise 
Cascade  that  he  will  closely  monitor 
its  project  and  not  allow  his  state 
to  be  plundered  by  irresponsible  out- 
of-state  developers. 

Indeed,  tougher  local  building  reg- 
ulations were  a  big  reason  Boise  Cas- 
cade's recreational  community  subsid- 
iary lost  $11  million  in  1970,  vs.  an 
$ll-million  profit  in  1969. 

The  fate  of  Disney's  Mineral  King 
ski  resort  project  is  now  before  the 
Supreme  Court.  The  Cross-Florida 
Barge  Canal,  hale  and  hearty  just 
months  ago,  has  been  cancelled  by 
President  Nixon.  The  giant  jetport 
under  construction  next  to  the  Florida 
Everglades  has  been  cancelled.  And 
in  New  York,  the  Port  Authority,  after 
vainly  battling  keep-out  forces  in  New 
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Problem  solving  in 
growth  markets  of  the  70's. 
That's  what  Eaton  is  into. 

Anybody's  list  of  growth  markets  would  have  to 
include  transportation,  construction,  security, 
industrial  technology,  housing,  leisure  and 
materials  handling. 

And  these  are  the  very  areas  which  Eaton  is  into, 
n  a  big  way.  For  Eaton  provides  highly  engineered 
parts  and  products  for  each  of  them. 

Eaton  is  a  company  with  more  than  43,000 
problem  solvers  worldwide.  Solving  the  problems 
of  the  past  has  put  our  sales  at  the  billion-dollar 
level.  And  we'll  continue  to  grow  as  we  solve 
problems  in  the  future. 


Eaton  Corporation,  1  GO  Erieview  Plaza,  Cleveland, 
Ohio  44114. 


Crucial 


THE  SHIELD.  That's  lead.  It  shields  us  from  our  environment, 

and  vice  versa.  ,  .     ,     j      -a 

New,  exhaust-free  vehicles,  for  example,  are  powered  by  lead-acid 
batteries.  Asarco  research  scientists  are  working  with  battery 
manufacturers  in  the  development  of  more  efficient  batteries 
for  these  cars  of  the  future.  In  the  recent  Clean  Air  Car  Race 
an  electric  van,  sponsored  by  Asarco,  successfully  traveled 
the  3,600  miles  f  lom  Boston  to  Pasadena. 

Lead  is  crucial  Ir  other  ways,  too.  As  the  basic  radiation  shield 
in  X-ray  equipment,  atomic  power  plants,  reactors.  As  a  shield  for 
underwater  electric  cables.  And  our  Acoustilead  is  the  ideal  shield 
against  noise  pollutior'.  in  buildings  and  around  machinery. 

Asarco.  A  prime  move.-  iji  i-eiined  lead,  lead  specialties 
and  lead  construction.  Pius  ma-iy  other  crucial 
materials  the  economy  oepends  on. 
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Jersev  and  Long  Island  for  a  decade, 
had  to  settle  for  a  remote  former  Air 
Force  base  65  miles  north  of  the  citv 
as  the  site  of  its  fourth  jetport.  But  a 
keep-out  mo\ement  is  building  rap- 
idlv  in  nearby  Xewburgh,  even 
dnough  the  new  jetport  would  replace 
some  revenues  lost  when  Stewart  Air 
Force  base  was  closed. 

To  a  large  degree,  the  no-trespass- 
ing phenomenon  is  \erv  much  part  of 
the  save-the-environnient  movement. 
As  fomier  Sierra  Club  President  Phil- 
lip S.  BeiTV  says:  'The  key  issue  for 
conser\ationists  is  open  space;  there 
can't  be  any  more  giowth  at  the  ex- 
pense of  our  open  space  or  prime 
scenic  areas."  \'irtuallv  all  environ- 
mentalists would  agree  with  him,  and 
that's  why  they  are  so  quick  to  call 
for  keep-out  laws. 

Of  course,  one  wav  of  lessening 
poihition  and  preser\ing  natvual 
beauty  and  amenities  appears  to  be 
through  a  no-growth  economy. 
Though  there  is  increasing  talk  about 
a  "steady  state"  economy,  few  people 
take  this  theory  seriously:  Population 
pressures  and  the  demand  for  higher 


living  standards  are  irresistible.  More- 
over, thoughtful  environmentalists  be- 
lieve that  in  order  to  clean  up  the 
environment,  more  economic  growth 
will  be  needed.  The  economists 
are  refining  their  measurements  of 
growth:  A  new  steel  mill  is  not  growth 
if  the  pollution  it  causes  equals  the 
value  of  the  steel  it  produces. 

Nonetheless,  without  subscribing  to 
the  no-growth  theory,  the  keep-off- 
our-turf  forces  and  ecologists  are  in  a 
stronger  position  than  ever  to  restrict 


Giant  Redwood  stand  near 
Foriuna,  Calif,  was  given  fo  a 
conservafion  group  by  Geor- 
gia-Pacific. Buf  development 
of  recreation  areas  by  many 
forest  products  companies, 
sucfi  as  Boise  Cascade,  fias 
met  mounting  opposition,  as 
around   Lake   Tahoe   (below). 


Jobs  at  Any  Price 


Ox  P.\GE  22,  we  quote  a  Uni- 
versity of  PennsvKaTiia  professor 
as  saving  that  real  pohtical  power 
is  no  longer  the  near  monopoly  of 
industrial  interests;  hence  voices 
against  indiscriminate  growth  are 
increasingly  heard.  But  in  the  Deep 
South,  where  political  and  econom- 
ic power  remain  relatively  con- 
centrated, there  seems  less  opposi- 
tion to  all-out  industrialization. 
Billy  Jo  Camp  of  Alabama  Gover- 
nor George  Wallace's  staff  hinted 
to  Forbes  that  his  state  wasn't 
going  to  be  zealous  about  anti- 
pollution standards:  "Alabama," 
he  said,  "will  not  be  at  a  com- 
petitive disadvantage  with  her  sis- 
ter states.  We  will  abide  by  these 
,new  federal  water  standards  but 
we  aren't  going  to  be  more  extreme 
than  the  other  states." 

Fred  G.  Kessner,  director  of 
Virginia's  Department  of  Interna- 
tional Trade  and  Development, 
says:  "If  a  steel  company  wanted 
to  build  a  $20-million  plant  in  Vir- 
ginia, would  I  tell  them  to  go 
away?  I  would  not."  An  aide  adds: 
"A  large  majority  of  our  new  in- 
dustiv  has  been  nonpollutant,  elec- 
tronics and  the  like,  but  it  hasn't 
been  by  design,  I  can  tell  you." 

You  find  the  same  attitude  in 
some  border  states.  Paul  Grubbs, 
Kentucky's  able  Commissioner  of 
Commerce,  is  quite  frank:  "We 
don't  have  resistance  to  growth  in 


our  state  like  they  do  in  some. 
We  have  phased  environmental 
impact  into  all  our  programs  [but] 
we  still  maintain  an  industrial  loca- 
tion should  be  95%  economic. 

"With  us,  meat  on  the  table  is  a 
bigger  issue  than  100%  clean  air. 
We  don't  want  to  continue  poor. 
We   want    to   be    a    rich    state." 

But  even  the  poorer  states  are 
beginning  to  think  twice  about 
growth  for  growth's  sake.  Senator 
Strom  •  Thurmond,  the  powerful 
South  Carolina  RepubUcan,  boast- 
ed about  his  role  in  getting  tax 
breaks  for  German  chemical  giant 
BASF,  which  planned  a  $200-mil- 
lion  petrochemical  plant  at  Port 
Victoria,  S.C.  that  would  provide 
650  jobs  in  a  poor  area.  He  ended 
up  with  egg  on  his  face. 

What  happened  was  this:  Port 
Victoria  is  just  eight  miles  from  the 
resort  of  Hilton  Head.  Resort 
owners  and  shrimp  fishermen  ob- 
jected to  the  big  plant.  Vociferous- 
ly. BASF  backed  out,  and  the  state 
government  is  the  embarrassed 
owner  of  a  1,500-acre  tract  as- 
sembled for  the  project.  The  resort 
owners  propose  using  the  land  for 
an  agricultural  cooperative.  The 
State  Development  Board  reported- 
ly is  still  thinking  of  building  a 
deep-water  port  there. 

Remember  when  the  high  school 
band— not  pickets— met  those  visit- 
ing industrial  delegations? 
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Los  Angeles  is  not  the  only 
western  city  with  a  smog 
problem.  In  this  recent  shot  of 
Tucson,  Ariz.,  the  murk  was 
thick  enough  to  all  but  block 
out     the     nearby     mountains. 


economic  growth.  Take,  for  example, 
the  1970  amendments  to  the  Clean 
Air  Act.  "These  amendments  give  us  „ 
rather  vague  but  I  think  wide  power 
in  land  use  controls  and  population 
densities,"  says  Victor  Calvo  of  Santa 
Clara  Countv,  who  also  is  head  of  the 
San  Francisco  Bay  Area  pollution  con- 
trol district.  "It  may  \'ery  well  be  that 
air  pollution  will  be  the  one  criterion 
that  can  be  readily  applied  to  the 
problems  of  land  use  and  density."  In 
other  words,  an  air  pollution  control 
district  may  be  able  to  simply  forbid 
construction. 

Faintlv  reminiscent  of  the  border 
guards  that  kept  off  the  Okies  of  the 
Tliirties  is  a  proposed  state  plan  pre- 
pared bv  California  Tomorrow,  a  re- 
spected citizens'  group.  "Our  plan," 
President  Alfred  Heller  says,  "recom- 
mends that  each  state  be  authorized 
to  establish  a  capital  investment  fee 
of  $1,000  that  would  be  charged  to 
each  new  resident  and  collected  in 
installments  as  part  of  the  state  in- 
come tax  process."  No-trespassing 
spelled  with  dollar  signs. 

But  what  about  the  60  million  to 
100  million  new  Americans  expected 
in  the  next  30  years?  Where  are  they 
going  to  live?  Where  are  they  going 
to  work?  And  play?  What  about  the 
growing  numbers  of  people  taking 
longer  vacations  and  finding  increas- 
ing resistance  to  tourists?  Will  only 
the  rich  be  able  to  afford   grass   and 


trees?  Will  population  growth  choke 
instead  of  fuel  economic  expansion? 

And  there  is  another  issue,  a  very 
thorny  one.  It  is  this:  The  ecology  and 
no-trespassing  movements  have  a  mid- 
dle-class character.  For  the  poor,  the 
disadvantaged,  jobs  are  still  what 
count.  On  page  29,  Kentucky's  Com- 
missioner of  Commerce  points  out 
tliiit  for  a  backward  state,  jobs  mav  be 
relatively  more  important  than  clean 
air.  Interestingly,  the  battle  to  keep 
BASF  out  of  South  Carolina  was  led 
bv  the  wealthy  citizens  of  Hilton 
Head— many  of  them  out-of-staters. 
Reports  from  the  area  indicate  that 
most  of  the  poorer  residents  favored 
the  plant,  pollution  or  not. 

Thought  of  in  this  wav,  no  growth 
or  slow  growth  can  take  on  an  anti- 
Negro,  anti-poor  cliaracter. 

Unfortunately,  questions  like  these 
have  been  largely  avoided  by  both 
the  government  and  the  public.  It  is 
a  situation  where  typical  American 
individualism  and  regionalism  no  lon- 
ger provide  the  answers.  What  is  need- 
ed is  a  balanced  approach,  reconcil- 
ing the  need  for  economic  growth 
with  the  equally  compelling— but  no 
more  so— need  for  clean  air  and  open 
spaces.  Such  planning,  to  be  effective, 
must  be  at  least  statewide— probably 
nationwide  eventually.  As  things 
stand,  the  no-trespassing  signs  just 
keep  going  up  and  up.  And  business 
is  increasingly  caught  in  the  middle.  ■ 


The  Case  for  Selectivity 


Delaware's  Republican  Governor 
Russell  W.  Peterson  is  a  politician, 
birdwatcher  and  businessman.  As 
a  du  Pont  executive  for  26  years, 
he  knows  what  it  means  to  meet  a 
payroll.  Drawing  on  that  back- 
ground, Peterson  made  a  thorough 
analysis  of  industrial  develop- 
ment, and  one  result  was  that  he 
coolly  turned  awav  a  proposed 
$360-million  oil-coal-steel  complex 
on  Delaware  Bav. 

"Twenty  years  ago,"  he  explains, 
j  "a  state  would  think  Delaware  Bay 
was  a  gift  of  God  because  you 
could  get  industry.  And  I  probably 
would  have  been  promoting  in- 
dustrial development  there  myself. 
But  a  couple  of  things  in  America 
ha\'e  changed.  We  are  getting 
much  more  sophisticated  in  our 
analysis  of  all  the  factors  invoked, 
which  is  a  great  thing  for  the 
quality  of  life." 

That's  the  nub  of  Peterson's 
argument.  He's  well  aware  that 
Delaware  Bay,  perhaps  the  best 
deep-water  port  in  the  East,  is 
ideal  for  supertankers,  oil  refineries, 
coal  docks  and  steel  mills.  But  he 


also  knows  what  those  would  do  to 
the  bay's  relatively  undeveloped 
coastline.  "Fly  over  that  assembly 
of  industrial  facilities  from  Phila- 
delphia down  to  Delaware  City," 
he  says.  "Then  fly  over  the  open 
country  from  there  south.  If  any- 
body doesn't  get  the  message  I'm 
talking  about,  there's  something 
wrong  with  him." 

But  what  about  the  demand  for 
industrial  output?  "Yes,  we  have 
an  obligation  relative  to  the  need 
for  oil  and  steel  and  paper  and  so 
on,"  he  says.  "But  we  also  have 
an  obligation  to  provide  recreation 
facilities  for  the  whole  East  Coast 
region.  So  although  industrial  de- 
x'elopment  is  one  big  opportunity 
for  Delaware  Bay,  another  is  rec- 
reation and  tourism.  We  have  to 
make  a  choice." 

Peterson's  choice  has  brought 
howls  of  anguish  from  the  com- 
panies involved,  especially  Shell 
Oil,  which  wants  to  build  a  $200- 
million  refinery.  They  argue,  for 
example,  that  oil  industry  econom- 
ics dictates  the  use  of  supertankers, 
and  only  Delaware  Bav  can  handle 


them.  "Wliy  do  you  start  with  the 
idea  that  you  need  big  tankers?" 
Peterson  asks.  "If  there  are  no 
ports  for  big  vessels,  then  big  ves- 
sels are  not  economic,  are  they?" 
True,  but  then  the  price  of  petro- 
leum might  go  up.  "Maybe  there 
are  worse  things  than  high-priced 
oil,"  answers  Peterson. 

Shell  also  argues  that  it  owns 
the  land— a  big  tract  near  Smyma 
zoned  for  industry.  Peterson's  re- 
sponse is  to  push  for  statewide 
coastal  zoning  laws  and  more 
money  to  buy  coastal  lands  from 
private  owners. 

Peterson  is  not  against  all  de- 
velopment; he  just  wants  "corpo- 
rate lieadquarters,  research  labs,  as- 
sembly plants— high-salaried  jobs, 
considerable  jobs  per  acre,"  he  says. 
"A  high  (jualitv  of  life  and  recre- 
ational opportunities  can  be  our 
best  selling  points  in  getting  good 
jobs  to  Delaware.  'The  refinery 
complex  would  do  the  opposite." 

Peterson's  message  is  clear:  If 
vour  company  fouls  the  air,  pollutes 
the  water  or  despoils  the  landscape, 
keep  out  of  Delaware. 
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N  L  Industries,  Inc. 

We  did  more  than 
just  change  our  name. 


Until  recently,  we  were  National  Lead. 
Then  we  changed  our  name.  But  over 
the  past  few  years  we've  seen  a  lot 
of  other  changes,  too.  New  management 
has  found  new  ways  to  expand  our 
potential  -  to  the  point  where  we  now 
supply  products  and  services 
to  just  about  every  one  of  today's 
essential  industries. 

Many  of  the  interesting  and  promising 
changes  we're  making  are  detailed 
in  our  annual  report.  Why  not  send  for 
your  copy?  N  L  Industries,  Inc., 
111  Broadway  New  York,  N.Y  10006. 


1970  CONSOLIDATED  SALES 


INDUSTRIES 

Industry  just  wouldn't  be  the  same  without  us 


Metals  and  Bearings 
(33%— $301  million  in  sales.) 

We  supply  many  basic  metals  such  as  zinc,  tin,  antimony, 
cadmium  and  primary  lead.  Also  a  wide  range  of  finished 
products  and  components  Among  them:  radiation  shield- 
ing; screws,  bolts  and  metal  fasteners,  railroad  and  other 
bearings;  steel  containers;  and  aluminum  extrusions  for 
aircraft.  We  also  supply  precious  metals,  and  associated 
chemicals  for  photographic  and  other  uses. 


Titanium  Pigments 
(23%  —$208  million  in  sales.) 

These  are  the  pigments  that  make  and  keep  paint,  paper 
and  plastics  white  and  bright.  Employing  both  the  sul- 
phate and  chloride  manufacturing  processes,  we're  the 
world's  leading  producer  of  titanium  pigments. 
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Die  Casting 
(15%  — $140  million  in  sales.) 

We're  the  leading  custom  producer  of  die  castings,  work- 
ing in  aluminum,  zinc,  magnesium  and  brass  —  making 
parts  and  assemblies  foi'  appliances,  business  machines, 
aircraft,  motor  vehicles,  lawn  mowers  and  many  other  in- 
dustrial and  consumer  needs. 

1./ 


Chemicals  and  Plastics 
(11% -$104  million  in  sales.) 

This  area  includes  anticorrosive  pigments,  stabilizers, 
gellants.  flame  fetardants,  battery  oxides,  and  extender 
pigments— for  the  paint,  plastics,  ink,  electronic  and 
adhesive  industries.  We  also  produce  custom  injection 
molded  plastic  products. 


Oil  Well  Materials  and  Services 
(10%— $90  million  in  sales.) 

Oil  is,  of  course,  one  of  the  most  vital  of  today's  products. 
We  supply  unique  and  essential  drilling  materials,  chem- 
icals and  engineering  services  to  the  petroleum  industry. 


)ur  New  York  Stock  Exchange  symbol  has  changed  from  LT  to  NL 


Other  Products 
(8% —$73  million  in  sales.) 

other  products  we  make  include  Dutch  Boy  paints,  electro- 
ceramic  materials  for  electronics  manufacturers  and  spe- 
cialized high  temperature  refractory  materials  One  of  our 
divisions  provides  special  dies  and  tooling  for  Detroit's 
prototype  cars.  We  also  meet  a  broad  range  of  nuclear 
fuel,  shielding  and  shipping  needs. 
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General  Re's  Finest  Aria 

Reinsurance  is  lil<e  opera:  If  it's  done  well,  you 
don't  have  to  understand  it  to  enjoy  the  results. 


If  General  Reinsurance  Corp.,  at 
$600-million-assets  the  nation's  larg- 
est reinsurance  company,  were  a 
theatrical  production,  the  audience  of 
stockholders  would  be  hoarse  from 
shouting:  "Encore!  Encore!"  The  en- 
tire performance,  so  to  speak,  has 
been  flawless.  For  the  ten  years 
through  1969,  its  earnings  grew  at  a 
16%  annual  compounded  rate.  And 
what  a  finale!  In  1970  they  jumped 
32%,  followed  by  another  20%  jump 
in  the  first  quarter  of  this  year. 

General  Reinsurance  stockholders, 
mainly  large  institutions,  are  not  giv- 
en to  effusive  outbursts.   But  the  au- 


Hudson  of  General  Re 

dience  has  shown  its  appreciation  by 
running  up  the  over-the-counter  stock 
from  $51  in  1962  to  $486  early  this 
year,  since  split  5-for-2. 

Reinsurance  is  what  happens  when 
an  insurance  company  writes  policies 
so  large  it  does  not  want  to  assume 
the  full  risk  itself.  Therefore  it  sheds 
some  of  the  burden,  as  well  as  pieces 
of  the  premium,  to  reinsurance  com- 
panies, much  as  a  bookie  "lays  off" 
a  huge  wager. 

General  Re  has  proved  nimbler  at 
this  game  tlian  any  other  U.S.  rein- 
surance company.  Many  such  com- 
panies are  happy  if  they  can  keep 
their  reinsurance  "composite  under- 
writing ratio"— oversimplified:  losses 
plus  expenses  as  a  percentage  of  pre- 
miums—at 100%,  or  a  hair  under  it. 
They  count  almost  entirclv  on  invest- 
ment income  from  their  giant  re- 
serves for  their  profits.  General  Re, 
in  contrast,  sports  an  impressi\e  com- 
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posite  underwriting  ratio  of  96%;  it 
makes  roughly  $4  of  profit  on  every 
$100  of  underwriting  premiums.  This 
is  in  addition  to  the  investment  in- 
come from  its  $476-million  portfolio. 
Says  one  reinsurance  broker:  "Take 
my  word  for  it:  In  this  business  that 
is  an  incrediblv  fine  record." 

New  Industry 

Twenty-five  years  ago  reinsurance 
in  the  U.S.  by  U.S.  companies  was 
virtually  nonexistent.  The  big  boy  on 
the  block  was  Lloyds  of  London.  By 
the  early  Sixties,  howe\'er,  reinsurance 
was  enjoving  a  U.S.  vogue,  and  doz- 
ens of  companies  were  formed.  Di- 
sasters like  1965's  Hurricane  Betsy 
pushed  many  of  them  out,  but  a  few 
leaders  emerged.  Head  of  the  pack 
was  Mellon-backed  General  Re,  which 
had  its  modern  origins  in  a  1945 
merger  between  the  1921-established 
General  Reinsurance  Co.,  and  the 
Mellon  Indemnitv  Corp.  Two  officers 
of  Richard  K.  Mellon  &  Sons  sit  on 
General  Re's  board,  watching  over 
the  Mellon  family's  20%  stake. 

General  Re's  success  has  not  gone 
unnoticed  bv  others.  Some  primary 
insurers  such  as  the  Insurance  Co.  of 
North  America  and  Allstate  have 
long  been  in  the  market.  Others  might 
come  in.  Is  General  Re  worried? 

"Oh,  we  expect  to  see  some  people 
setting  up  reinsurance  departments," 
47  year-old  Harold  |.  Hudson,  who 
was  named  president  last  September, 
says  pleasantly.  Then  he  turns  the 
knife  a  little:  "All  thev  need  is  about 
20  or  30  highlv  skilled  people— out 
of  some  200  available— and  perhaps 
$50  million  to  SlOO  million  in  assets. 
Then  thev'U  have  to  have  enough 
patience  to  spend  ten  or  15  years 
building  up  their  business." 

Of  course,  Hudson  is  describing 
what  General  Re  alreadv  has.  On  top 
of  that,  part  of  Genral  Re's  enviable 
record  can  be  tied  to  its  skill  at 
eliminating  the  reinsurance  broker  by 
having  its  own  sales  imderwriters 
making  direct  deals  with  primary  in- 
surance companies.  This  gives  Gen- 
eral Re  effective  control  over  the  pol- 
icies it  iiandles,  and  allows  it  to  keep 
the  commission  dollars  that  would  be 
lost  to  outside  brokeis. 

Won't  the  recent  earnings  gains 
make  it  tough  to  produce  an  excit- 
ing encore?  Probably.  While  General 
Re's  adjusted  underwriting  profit  in- 
creased by  60%  last  year  to  $5.3  mil- 
lion (pretax),  the  rise  in  investment 
income   from    $13.7   million    to   $18.1 


Way  Out.  U.S.  insurers  and 
reinsurers  are  second  fo  no 
one  when  it  comes  to  far-out 
policies.  General  Re,  for  ex- 
ample, has  had  pieces  of  pol- 
icies on  satellites  like  this. 
Even  such  space  age  cover- 
age as  engineering-product- 
performance  guarantees  on 
moon  probes  aren't  unknown. 


million  contributed  most  of  the  after- 
tax gain.  Some  67%  of  General  Re's 
portfolio  is  in  bonds,  and  last  year 
was  a  vintage  year  for  bonds— one 
that  is  unlikely  to  be  matched  soon. 
Longtime  chairman  James  A.  Cath- 
cart,  61,  doubts  that  General  Re 
will  soon  again  match  its  32%  gain 
of  1970  ("and  even  if  I  did  think  it, 
I  wouldn't  admit  it").  But  he  has 
little  hesitation  in  predicting  for  the 
next  five  \'ears  the  same  overall  growth 
record  of  the  last  five. 

"Look,"  he  says,  moving  excitedly 
to  the  edge  of  his  chair,  "the  U.S. 
is  the  money  center  of  the  world  in 
every  branch  of  finance  except  one: 
reinsurance.  And  down  the  road,  it 
would  not  surprise  me  if  we  made  it 
the  reinsurance  center  too."  That,  of 
course,  means  doing  business 
wide.  And  General  Re,  with  major 
operations  in  Toronto,  Stockholm, 
London  and  Zurich,  and  lesser  ones 
scattered  from  Brazil  to  Australia,  is 
approaching  the  point  where  at  least 
10%  of  its  business  could  be  con- 
sidered internaticmal. 

On  past  form,  the  odds  would  seem 
to    be    that    General    Re    can    do   it.  ^■■ 
But  in  business  as  in  opera,  you  can  ^'o 
never    be    sure    how 
performance  v\'ill  be.  ' 


good    the    n('\l 
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his  great  natural  resource 
oesn't  have  to  go  to  waste. 


ere  is  a  new  kind  of  machine  that  nnakes 
'<  I  luable.  It's  called  the  car  shredder. 

e  car  shredder  smashes  automobiles  into 

'd  chunks.  It  can  smash  one  every 

•''onds.  Six  hundred  a  day. 
■  shredder's  brute  strength  comes  from 

u  (y  General  Electric  motors  and  controls. 

e  chunks  from  a  shredder  are  98%  pure 
/  worth  about  two  times  their  weight 
iron  ore.  That's  because  the  chunks 
'J  directly  into  a  new  kind  of  steel 
'o  make  about  twice  the  steel  the  same 
■f  standard-grade  iron  ore  can  make, 
car  shredder  can  help  make  abandoned 


cars  a  rare  sight  in  cities  across  the  country. 

General  Electric  is  helping  to  cut  other 
disposal  problems  down  to  size. 

GE  is  exploring  a  process  that  uses  bacteria 
to  convert  paper  trash  into  high-protein  food  for 
livestock.  GE  is  perfecting  a  new  kind  of 
municipal  incinerator  for  the  complete  com- 
bustion of  trash  with  virtually  no  air  pollution. 
And  GE  has  developed  a  new  waste-treatment 
unit  to  significantly  reduce  water  pollution  from 
ships  and  boats. 

These  are  problems  that  have  been  piling  up 
for  years.  But  the  people  at  General  Electric 
are  working  on  new  ways  to  help  get  rid  of  them. 
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owe  isn't  too 
to  be  a  Big  Brother 
How  about  you'^ 
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Some  people  are  "too  busy"  to  take  the  time 
to  help  others. 

Not  Colby  Howe.  Since  March,  1969,  Mr. 
Howe  has  spent  one  day  each  week-end 
being  Big  Brother  to  Tony  Linthicum,  one  of 
three  boys  in  a  fatherless  family. 
Is  he  a  busy  man?  You  bet  he  is.  As  manager 
of  our  San  Francisco  sales  district,  he  super- 
vises nearly  sixty  people,  and  is  responsible 
for  sales  in  the  hundreds  of  millions  of  dol- 
lars annually. 

But  to  Colby  Howe,  one-time  college  foot- 
ball star  and  Marine  Corps  veteran,  serving 
as  a  Big  Brother  has  been  an  enriching  ex- 
perience. He  recommends  it  to  men  in  alii 
walks  of  life  who  know  that  "it  takes  a  mani 
to  help  a  boy." 
Acting  as  a  Big  Brother  is  just  one  of  the 
ways  in  which  thousands  of  Bethlehem  Steel 
employees  from  coast  to  coast  are  lending  a 
hand  in  their  communities. 
No  corporation  can  properly  take  credit  foi 
the  fine  things  that  employees  do  in  theii 
spare  time.  But  we  can  take  pride  in  having  i 
hired  the  kind  of  people  who  back  up  <'| 
social  conscience  with  deeds. 


BETHLEHEM  STEEL 


BETH  EHt( 

ST  ;el 


A  Tough  Swede 


By  the  accepted  rules  of  the  game,  Sweden's  Volvo 
shouldn't  even  be  in  the  automobile  business.  In 
point   of   fact,   it  is   a   small   but   hefty   competitor. 


We  all  K-N'ow  tiiat  to  do  well  in  tiie 
international  automobile  busines':.  vou 
need  two  things:  1)  a  big,  healthv 
home  market;  and,  2)  tremendous 
production  runs.  Otherwise,  forget  it. 

Then  there  is  Sweden's  AB  Volvo. 
Its  home  market  is  hardlv  \ast;  with 
a  population  of  under  8  million, 
S^veden  buvs  onl\-  about  2()0.()0()  new 
Cius  every  year.  Bv  present-dav  stan- 
dards, N'olvo  is  hardlv  a  mass-pro- 
ducer; it  turned  out  20.5,000  cars  last 
year,  which  is  20%  less  than  American 
Motors'  output. 

Far  from  languishing,  h()we\er, 
Volvo  is  flourishing.  On  sales  a  shade 
over  SI  billion  last  year,  it  netted 
$90  million,  giving  it  a  very  respect- 
able return— 9%  on  sales  and  16%  on 
capital,  comparing  quite  well  with 
General  Motors'  and  Ford's. 

N'ot  all  of  Volvo's  sales  are  autos. 
but  nearly  two-thirds  are;  the  rest 
comes  from  farm  machinery  and  ma- 

le  engines.  In  autos— the  guts  of  the 

aipanv— \'()l\()  can  count  on  the 
home  market  for  only  about  70,000 
cars.  The  rest  it  must  sell  al)road. 
Without  this  foreign  voliune,  Volvo 
vould  be  hard  put  to  survive— let 
alone  prosper. 

Tough   Going 

\'olv()  has  a  turther  handicap.  Its 
cars  must  be  engineered  for  Sweden's 
icv  roads  and  cold  climate.  Thev  must 
withstand  the  corrosion  tliat  comes 
from  the  liberal  dousings  of  salt  that 
Sweden's  roads  get.  "W'e  have  miser- 
able roads  and  miserable  weather," 
savs  Bjom  Ahlstrom,  the  company's 
marketing  director.  In  a  wav,  this  is 
a  liability:  \'olvo"s  extra  ruggedncss 
and  its  relativ  elv  short  production  runs 
make  for  high  prices.  For  example,  in 
tli'e  U.S.,  Volvos  run  $3,000  to  .$.5,000, 
and  are  thus  priced  up  with  full- 
sized  U.S.  cars  rather  than  with  U.S. 
compacts  or  Volkswagens. 

Volvo  has  beaten  these  handicaps 
with  one  of  the  slickest  pieces  of 
merchandising  in  recent  automotive 
ihiston'.  Long  before  most  automakers, 
Volvo  perceived  the  growing  fragmen- 
tation of  the  U.S.  auto  market,  in 
which  many  buvers  seemed  to  be 
[motivated  by  reverse  snobbery.  Spe- 
Idfically,  they  could  be  sold  a  small, 
Iheavy,  expensive  car  on  the  grounds 
lof  economy,  even  if  it  had  an  out- 
llandishly  high  initial  cost.  How?  By 
lemphasizing  its  durability. 

So  \'olvo's  U.S.  promotion  has  sin- 
Igle-mindedlv  hammered  at  the  dura- 


bility theme.  Volvos  are  claimed  to 
last  an  average  of  over  1.3  years  on 
Sweden's  nagged  roads;  nine  out  of 
ten  Volvos  sold  in  the  U.S.  are  still 
lomning  (less  impressive  than  it 
sounds,  if  sales  have  been  rising 
rapidly  from  a  low  base ) .  The  com- 
pany's durability  claims  even  drew 
some  official  fire  from  the  New  York 
State  Attorney  General,  who  in  1967 
said  that  Volvo's  advertising  constitut- 
ed a  warrantv  the  company  could  not 
back  up.  But  Volvo  has  continued 
the  durability  pitch,  going  so  far  a 
year  or  so  ago  as  to  compare  its  cars 
to  a  tank.  This  sales  pitch  is  not  for 
everyone;  Volvo's  sales  in  the  U.S. 
last  year  were  just  45,000,  liardlv  a 
threat  to  Volkswagen's  569,000.  But, 
while    45,000    cars    mav    not    impress 


Gaining  Speed 

Over  the  last  two  vears  Volvo 
hasn't  kept  pace  with  the  in- 
crease in  total  import  sales, 
which  were  inflated  bv  the 
spectacular  success  of  low- 
priced  Japanese  cars.  But  it  has 
outgained  European  imports  by 
2-to-l  and  has  fared  far  better 
than  its  principal  competition, 
medium-priced  American  cars. 


U.S.  Safes 

%  Increase 

1970 

From  1969 

Volkswagen 

569,182 

5.8 

Toyota 

184,898 

57.5 

Datsun 

100,541 

71.7 

Opel 

83,189 

-8.7 

VOLVO 

44,630 

22.4 

Fiat 

36,642 

-11.7 

All  Other 

211,609 
1,230,691 

-7.4 

Total  Imports 

15.9 

GM  or  VW,  it  is  quite  a  nice  total 
for  a  company  Volvo's  size.  "If  we 
could  have  gotten  more  cars  from 
Sweden  last  year,  we  could  have  done 
even  better,"  claims  James  C.  La 
Mane,  Voho's  U.S.  marketing  head. 

In  1956  Volvo  was  on  the  rocks, 
selling  only  50,000  cars  a  year  and 
losing  money  bv  the  barrel.  President 
Gunnar  Engelhau  met  the  crisis  by 
deciding  to  pour  every  cent  lie  could 
find  into  research  on  just  what  kind 
of  car  would  sell  best  in  Sweden. 
Then,  aided  by  a  tax  grant  from  the 
government,  he  put  up  a  spanking 
new  plant  in  Gothenburg  to  build  it. 
The  whole  process  took  five  years,  but 
when  it  was  over  Volvo  had  a  car  it 
could  sell,  and  sell  at  a  profit. 

Volvo's  future  problems  may  be 
more  subtle  and  hard  to  deal  with. 
The  table  showing  the  unit  sales  of 
cars  imported  into  the  U.S.  reveals 
that  the  big  sales  increases  last  year, 
in  terms  of  both  percentage  and  ab- 
solute gains  over  1969,  were  made  by 
Volvo's  lower-priced  competitors.  As 
public  familiarity  with  and  accep- 
tance of  small  cars  increases,  it  is 
an  open  question  whether  medium- 
price  Volvo  can  maintain  its  U.S. 
growth  rate— especially  when  the  very 
heft  and  ruggedness  of  a  Volvo  also 
saddle  it  with  a  high  price  and  rela- 
tively poorer  fuel  economy.  Volvo  mar- 
keting director  Ahlstrom,  however,  is 
confident.  He  expects  to  double  sales 
in  the  U.S.  in  the  next  decade. 

At  the  moment  \'olvo  continues  to 
do  well  despite  a  poor  auto  year  in 
Europe:  The  number  of  cars  sold  was 
up.  So  much  for  the  myth  that  only 
a  giant  can  prosper  in  the  interna- 
tional auto  business.    ■ 
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Forget  costly  contractors  witti  their  haz- 
ardous hot  tar  kettles,  mops  and  gravel. 
Let  us  show  you  the  modern,  safe,  money 
saving  Ranco  Roof  Spray  System.  Three  of 
your  own  plant  laborers  can  expertly 
restore  up  to  35,000  sq.  ft.  in  one  day. 
Simply  patch  damaged  spots  with  glass 
fabric,  then  spray  coat  the  entire  roof.  Re- 
quest a  free  consultation  with  a  Ranco 
Roofing  Engineer  and  an  opportunity  to 
view  our  3-minute  color  movie,  "Spray 
Process  Saves  Old  Roofs."  free  48-page 

Catalog. 

RANCO  INDUSTRIAL  PRODUCTS  CORP. 

13306  Union  Ave./Cleveland,  0.  44120 


THIS  SPACE  CONTRIBUTED  BY  THE  PUBLISHER 

A 
HESSABE 

FOR 
DADDIES 


Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  1  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  c/ood  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  cf  tak- 
ing care  of  their  kids.  Don't  be 
afraid.  It's  what  you  don't  know 
that  can  hurt  you. 

5f  AMERICAN  CANCER  SOCIETY 


A  Banker's  Pipe  Dream? 

For  many  banks,  the  long-range  dream  of  a  cash- 
less society  has  become  a  short-range  nightmare 


So  FAR,  businessmen  have  spent  the 
early  part  of  the  Seventies  recovering 
from  the  excesses  of  the  late  Si.\ties. 
Not  the  least  of  the  excesses  was  the 
price  of  the  great  credit  card  binge. 
At  one  point  as  manv  as  300  million 
were  out,  enough  to  give  IV2  to  every 
man,  woman  and  child  in  the  country. 

Today,  thanks  both  to  the  indis- 
criminate issuing  of  cards  and  the 
recession,  the  losses  are  mounting. 
J.C.  Penney,  to  pick  a  most  horren- 
dous example,  has  blown  $40  million 
on  its  credit  card  operation  over  the 
last  two  years.  Diners'  Club,  one  of 
the  original  credit  card  outfits,  is  on 
the  ropes  with  over  $30  million  in 
losses  last  year.  Avco's  91%-owned 
Carte  Blanche  subsidiary  had  to  more 
than  triple  its  write-offs  for  delin- 
quent accounts,  and  as  a  result  lost 
$1.7  million  in  1970. 

And  then  there  are  the  banks, 
which  began  issuing  their  own  local 
cards  in  the  mid-Sixties,  but  after  ini- 
tial losses  mainly  switched  over  to 
sponsoring  one  of  the  two  big  national 
cards.  Master  Charge  (Interbank  Sys- 
tem) and  BankAmericard.  Bv  the  end 
of  1970  all  banks  had  over  60  million 
cards  outstanding  with  balances  of 
$3.7  billion  charged  against  them. 

For  some  big  banks,  which  got  into 
credit  cards  early  and  on  a  large  scale, 
it  has  been  a  good  move.  Bank  of 
America,  for  example,  makes  money 
out  of  its  own  credit  card  business 
quite  apart  from  its  ambitious  Bank- 
Americard licensing  system.  Regional 
banks  like  Citizens  &  Southern  Na- 
tional in  Georgia  and  Valley  National 
in  Arizona  have  also  done  well. 

But  others  have  taken  a  beating. 
By  the  end  of  1970  credit  losses  to- 
taled $116  million,  up  more  than  100% 
from  1969.  That  came  to  about  3.4% 
of  the  outstanding  balances,  a  loss 
rate  that  exceeds  by  four  times  what 
bankers  normally  lose  on  regular  per- 
sonal loans.  Some  of  the  indi\idual 
losses  were  quite  startling.  Bankers 
Trust  of  New  York  had  to  write  off 
about  $4  million  in  the  last  two  years, 
the  First  National  of  Atlanta'  $4.3 
million  in  1970  alone. 

On  top  of  that,  last  year's  high  cost 
of  money  also  exacted  a  heavy  toll. 
Even  with  the  bulk  of  the  credit  card 
balances  revolving  at  interest  rates  of 
up  to  18%  a  year,  the  losses  plus  the 
cost  of  the  money  ate  up  the  profits. 
Says  Mills  B.  Lane,  president  of 
Citizens  &  Southern  National:  "If  any- 
one claims  he  made  money  on  creclit 
cards  last  year,  ask  him  whether  he's 


talking  about  before  or  after  the  cost 
of  money." 

The  original  idea  behind  the  bank 
credit  cards  was  that  they  would  re- 
place all  the  other  credit  cards  and 
pave  the  way  for  bankers  to  play  the 
central  role  in  the  so-called  "cashless 
society."  So  bankers  mailed  them  out 
by  the  tens  of  millions,  in  many  cases 
wholly  unsolicited.  A  good  many 
people  who  were  dubious  credit  card 
risks  wound  up  holding  not  just  one, 
but  in  many  cases  two  or  three  bank 
cards.  The  temptation  to  run  up  top- 
heavy  charge  balances  against  several 
cards  at  once  was  just  too  much,  even 
for  people  with  a  healthy  amount  of 
self-discipHne.  "Imagine,"  says  Lane, 
"a  housewife  who  suddenly  finds  she 
can  buy  brassieres,  gourmet  dinners 
and  a  trip  to  Las  Vegas  with  nearly 
two  years  to  pay.  It's  too  tempting." 

What's  more,  untold  thousands  of 
cards  were  stolen  in  the  mass  mail- 
ings, which  resulted  last  year  in 
roughly  $25  million  of  reported  fraud 
losses.  Many  smaller  banks  have  been 
choking  on  the  paperwork  burden. 
Perhaps  most  troublesome  of  all,  some 
very  important  retailers  are  still  re- 
fusing to  accept  bank  credit  cards, 
notably  the  big  food  and  retail  chains. 

By-Prodoef  Payoff? 

Yet  the  idea  of  a  cashless  society 
still  looms  large  in  the  thinking  of 
many  bankers.  No  one  wants  to  be 
left  out,  and  thev  regard  their  credit 
cards  as  the  key  to  assuming  a  central 
role  in  it.  Is  it  really  coming?  Or  is  it  a 
banker's  pipe  dream?  "It's  still  in  the 
R&D  stage,"  says  James  D.  Farley, 
an  executive  vice  president  at  New 
York's  First  National  City  Bank. 

Some   bankers   think   there   can  be 
less  dramatic  fallout  from  their  credit  * 
cards,    even    if    the    cashless    society  i 
never  materializes.  While  the  cards  are  ( 
not   very    profitable    themselves,   they 
can    be    a    source    of    other    banking 
business.  A  credit  card  holder  is  more 
apt    to    do    other    business    with    the 
issuing  bank.   A   retailer,   they   argue, 
is  also  likely  to  do  business  with  the 
bank  that  handles  a  large  portion  of 
his  credit  card  clearings. 

But  many  bankers  are  asking  them- 
selves whether  either  the  short-range 
or  possible  long-range  benefits  are 
worth  the  cost.  Says  President  John 
Bunting  of  Philadelphia's  First  Penn- 
sN'lvania  Banking  &  Trust  Co.:  "A  lot  of 
bankers  I  talk  to  are  sorry  they  ever 
got  into  them  and  want  out  before 
they  lose  their  shirts."  ■ 
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A  Century  Of  Batons.  Timothy 
Eafon  set  up  shop  (above)  in  1869 
in  the  heart  of  horse-and-buggy 
Toronto.  Today  you  can  take  the 
expressway  to  the  latest  Eaton's 
(right),  located  in  suburban  Toron- 
to's    Sherway     Shopping      Center. 


Corporate  Rip  Van  Winkle 

Canada's     Eaton     is     coming     to     life, 
prodded  by  Sears  and  the  stock  market. 


Until  a  few  years  ago  the  win- 
dows of  Eaton's,  Canada's  biggest  re- 
tailer (sales  about  $1  billion),  were 
draped  each  Sabbath.  Even  today  no 
tobacco  is  sold  in  any  of  Eaton's  54 
stores.  Its  headquarters  are  still 
perched  atop  its  main  Toronto  store, 
just  north  of  Temperance  Street,  right 
where  it  has  been  for  88  vears. 

A  sleepy  company?  You  can  say 
that  again.  But  Eaton's  is  rousing  it- 
self from  a  long  nap. 

Since  Eaton's  was  founded  in  1869 
by  Timothy  Eaton,  an  Irish  Presby- 
terian immigrant,  the  stores  have  been 
run  by  the  rich,  powerful  and  con- 
servative Eaton  family.  Over  the  dec- 
ades their  determination  and  mer- 
chandising savvy  built  it  into  one  of 
the  world's  largest  privately  owned 
cornpanies  and  among  the  top  ten 
etailers  in  North  America,  ranking 
with  Allied  Stores  and  W.T.  Grant 
among  U.S.  retailers. 

Eaton's  was  slow  to  modernize  and 
pgrade  its  in-city  stores,  letting  ap- 
plications for  expansion  drag  on  end- 
essly  as  they  were  debated  by  city 
;ovemments.  Worse,  it  failed  to  fol- 
Jw  its  customers  to  the  suburbs. 
Vhat  Eaton's  failed  to  see.  Sears,  Roe- 
«lck  clearly  grasped.  In  partnership 
rith  Simpsons  Ltd.,  Sears  invaded 
^ada.  From  a  standing  start  in 
't952,  Simpsons-Sears  climbed  to  sales 
if  $647  million,  much  of  which  could 
ave  been  Easton's  for  the  taking. 

"We    have    been    followers    rather 
lan  leaders,"  admits  Robert  J.  But- 


ler, Eaton's  48-year-old  president.  But 
he  proceeds  to  add  that  Eaton's  is  on 
the  move  now. 

"We  lifted  a  page  from  Sears'  book," 
says  Douglas  J.  Peacher,  58,  presi- 
dent of  Simpsons-Sears  since  1966. 
"We  built  in  the  suburbs,  where  the 
greatest  population  growth  is,  and 
we  structured  our  buying  and  selling 
on  Sears  models.  We  intend  to  contin- 
ue that  pattern.  And,"  he  warns  Ea- 
ton's, "uc  intend  to  become  No.  One." 

Rip   Is  Awake 

In  1969  Eaton's  began  to  respond 
to  Simpsons-Sears.  John  David  Eaton, 
62,  stepped  down  after  27  years  as 
chief  executive.  The  company  was  re- 
structured. A  holding  company,  Ea- 
ton's of  Canada,  was  created,  whose 
stock  is  held  by  Eaton  family  voting 
trusts.  John's  oldest  two  sons  were 
named  to  the  two  top  jobs,  John 
Craig,  34,  as  chairman,  and  Fredrik, 
33,  as  president. 

But  the  major  operating  subsid- 
iary is  Eaton's,  which  loins  the  de- 
partment stores.  To  head  that,  But- 
ler was  promoted  to  president  and 
chief  executive— the  first  non-Eaton  in 
company  history.  Butler  is  dedicated 
(he  decided  in  high  school  to  work 
for  Eaton's),  experienced  (he  has 
spent  all  his  working  life  at  Eaton's) 
and  capable  (he  worked  his  way  up 
from  comparison  shopper  to  the  vice- 
presidency  of  planning). 

Butler  has  two  broad  strategies. 
First,  he  plans  to  implement  the  long 


overdue  expansion.  Eaton's  has  ac- 
celerated its  building  of  new  stores. 
This  year  it  has  already  announced 
that  it  will  add  five  to  the  existing 
54.  Next,  he  is  considering  diversifi- 
cation. "I  can't  tell  you  about  this 
in  detail,"  Butler  says,  "but  we  are 
looking  at  discount  stores  like  the  Day- 
ton-Hudson Target  stores." 

Butler  has  some  strong  pluses  for 
him  in  his  efforts  to  recapture  lost 
ground.  Eaton's  is  as  much  a  part  of 
Canada's  folklore  as  the  North  Woods 
trapper.  Where  Simpsons-Sears  often 
had  to  sell  its  identity  in  new  areas, 
Eaton's  will  have  no  such  problem; 
its  name  is  as  well  known  to  Canadi- 
ans as  is  Prime  Minister  Trudeau's. 
Then,  too,  while  Eaton's  may  have 
been  backward  in  corporate  expan- 
sion, its  marketing  is  anything  but 
backward.  A  wide  variety  of  Canadi- 
ans, from  analysts  and  economists  to 
tradesmen  and  just  plain  shoppers, 
agree  that  Eaton's  has  deserved  its 
reputation  for  capable,  tough  market- 
ing. Says  a  senior  economist  with  one 
of  Canada's  largest  banks,  "When  the 
discounters  came  up  against  Eaton's, 
they  came  away  licking  their  wounds." 
In  part,  this  sudden  burst  of  activity 
is  a  reaction  to  the  inroads  being 
made  by  Simpsons-Sears.  But  the  big- 
gest reason  is  that  as  the  Eaton  fam- 
ily has  swelled,  the  idea  of  going  pub- 
lic has  become  increasingly  attractive. 
What  makes  it  particularly  so  is  that 
the  14%  of  Simpsons-Sears  stock  that 
is  publicly  owned  is  trading  at  an  al- 
luring 30  times  earnings.  That  kind  of 
price  would  make  the  Eaton  family 
quite  happy.  But  before  they  get  it 
they  must  prove  Eaton's  can  really 
compete.  For  what  counts  in  the  stock 
market  is  not  tradition  but  growth.  ■ 
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Data-Phone* service  helps  make  sure 
the  facts  your  computer  receives  today  aren't  the  facts 
it  needed  last  week. 


Your  company  may  be  making  decisions  based  on 
stale  information. 

And  not  even  know  it. 

Because  if  data  is  taking  days  getting  to  your  com- 
puter, it  may  already  be  old  data  when  it  arrives-. 

But  with  Data-Phone  service,  information  gets  to  your 
computer  in  seconds,  instead  of  days -over  regular  tele- 
phone lines. 

So  market  results,  production  schedules,  and  ware- 
house orders  get  to  where  they  need  to  go  fast. 

And  a  Data-Phone  hookup  at  each  branch  office 
means  your  entire  company  can  send  and  receive  com- 
puter information  over  a  variety  of  terminal  devices. 

Call  your  local  Bell  Company  Communications  Con- 
sultant for  more  details. 

The  American  Telephone  and  Telegraph  Company 
and  your  local  Bell  Company  work  to  make  the  telephone 
serve  you  better. 

This  time  by  helping  your  company  keep  its  computer 
on  a  diet  of  current  facts. 


Something  out  of  Nothing 

Here's  a  company  that  lost  everything  it  had.  Yet  it  not  only  managed 
to  survive;  it  laid  the  foundation  for  a  far  more  promising  future. 


This  is  a  cliffhanger.  It's  about  a 
company  that  lost  its  sole  means  of 
support,  the  income  from  its  Mexican 
sulphur  mine,  was  technically  bank- 
rupt and  yet  somehow  managed  to 
survive.  The  company  is  Gulf  Re- 
sources &  Chemical,  formerly  known 
as  Gulf  Sulphur. 

Gulf  Resources'  president,  a  trim, 
liandsome  42-vear-old  acountant,  is 
the  man  who  pulled  the  companv 
back  off  the  cliff.  When  Robert  H. 
Allen  took  over  in  1959,  the  company 
was  still  making  good  money  from 
sulphur  but  not  enough  to  support  its 
debt  and  royalty  obligations.  By  rights, 
the  company  ought  to  have  gone 
bankrupt  and  would  have,  except  that 
its  mine  was  in  Mexico  and  its  cred- 
itors in  the  U.S.,  so  that  the  U.S. 
l^ankruptcv  laws  were  inadequate  to 
protect  Gulf's  Mexican  assets. 

Allen  thumped  for  a  voluntary  re- 
organization and  persuaded  Gulf's 
creditors  and  preferred  stockholders 
to  exchange  their  claims  for  common 
stock.  After  this  reorganization, 
the  principal  stockholder  (with  about 
15%)  was  Hudson  Gas  &  Oil,  now 
part  of  J.  Ray  McDermott,  the  New 
Orleans-based  engineering  and  con- 
struction company.  Then  Allen  set 
feverishlv  to  work  diversifying  while 
the  company  still  had  some  cash  flow 
going  for  it.  "The  prospects  for  sulphur 
were  still  good  in  those  days,"  he 
says,  "and  so  we  decided  to  expand 
and  make  the  most  of  it  while  it 
lasted.  Second,  we  were  going  to  use 
our  borrowing  power  and  our  stock 
value  to  pmsue  an  acquisition  pro- 
gram. Third,  we  would  set  up  an 
exploration  program  to  find  a  new 
mine.  We  realized  we  were  probably 
going  to  fail.  We  were  neophytes, 
you  know.  We  had  nothing  going  for 
us  but  a  burning  ambition." 

In  1967  Gulf  was  able  to  acquire 
Lithium  Corp.  of  America,  the  U.S.' 
largest  producer  of  exotic  lithium 
compounds,  which  also  had  a  51% 
stake  in  a  $30-million  project  to  ex- 
tract chemicals  from  the  brines  of 
Great  Salt  Lake,  Utah.  Lithium  had 
lots  of  promise,  although  with  net  in- 
come of  only  $200,000  it  wouldn't 
nearly  replace  the  $4  million  a  year 
Gulf  was  getting  from  Mexico. 

In  1968  Allen  went  after  Idaho's 
Bunker  Hill  Co.,  an  iinportant  pro- 
ducer of  lead,  zinc  and  silver,  and 
against  well-nigh  insupcralile  odds 
managed  to  pick  it  up.  Bunker  Hill 
did  the  trick— to  the  tune  of  roughly 
$4  million  a  year  in  net  income. 
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And  not  a  moment  too  soon.  With- 
in a  year,  the  Mexican  go\'ernment 
in  effect  forced  Gulf  to  .shut  down  its 
mines,  at  the  cost  of  a  $12.6-million 
write-off,  just  as  the  sulphur  market 
collapsed.     Allen     maintained     Gulf's 


Strip  Mining  poses  IHfle 
environmental  problem  for 
Gulf's  coal  operafions.  Mosf 
of  its  coal  reserves  are  on 
lands  that  have  already  been 
mined  once  and  never  re- 
claimed. Gulf  is  mining  deep- 
er seams  and  reclaiming  the 
land.  So,  for  once,  stripping 
is      an      environmental      plus. 


momentum  by  acquiring  a  small  but 
highly,,  profitable  coal  company  and 
an  oil  and  gas  exploration  outfit. 

At  present.  Gulf  is  biding  its  time. 
Its  Mexican  earnings  have  been  re- 
placed, but  barely  replaced,  because 
of  factors  like  sagging  lead  and  zinc 
prices.  At  80  cents  a  share,  in  fact. 
Gulf's  earnings  last  year  were  off  a 
good  45%  from  their  pro  forma  1967 
peak.  And  1971  will  probably  not  be 
even  as  good,  largely  because  start- 
up costs  of  the  Salt  Lake  project  will 
clip  10  cents  to  15  cents  off  Gulf's 
reported  earnings  per  share. 

Just  Desserts 

The  decline  is  particularly  disap- 
pointing to  Allen  who  believes  Gulf's 
principal  business  is  not  mining  but 
making  money.  "We  think  our  earn- 
ings ought  to  rise  at  least  10%  an- 
nually and  over  a  five-year  period 
we  ought,  on  average,  to  increase  our 
earnings  by  15%  a  year.  People  who 
Ijuy  Gulf  Resources  stock  only  buy  it 
because  they  think  they're  going  to 
get  a  better  return— either  through 
dividends  or  appreciation— than  they'd 
get  somewhere  else." 

In  recent  years,  however,  they 
have  not  been  getting  it.  Gulf  pays 
no  dividends,  and  its  stock  recently 
sold  around  10,  down  from  40  in 
mid-1968.  Long-range,  however,  Gulf 
has  a  good  deal  going  for  it.  With 
lithium,  silver  and  coal,  Allen  has  put 
together  quite  a  promising  company. 
The  glamour  of  lithium  aside,  the 
Salt  Lake  chemical  project  should  be 
earning  10%  to  15%  on  sales  ($12 
million  or  so)  when  it  goes  into  full 
production  in  1973. 

Then,  too,  every  10-cent-a-pound 
increase  in  the  price  of  silver  means 
5  cents  a  Gulf  share.  ("We  forecast 
$2.50-to-$3  silver  in  the  very  near 
future,"  Allen  says,  vs.  $1.63  today.) 
As  the  energv  shortage  mounts,  coal, 
though  sluggish  of  late,  has  consider- 
able price  potential  as  well.  In  the 
circumstances.  Gulf  is  understandably 
expanding  botli  its  silver  and  coal 
output  by  40%.  Once  it  gets  going, 
Allen  says,  the  capacity  of  the  Salt 
Lake  project  could  easily  be  doubled. 

Considering  that  Gulf  ought  to 
have  been  bankrupt  years  ago,  Allen's 
record  to  date  is  impressive.  "We 
ha\'e  sur\'ived,"  he  says,  "under  the 
most  ad\erse  conditions.  We  lost  a 
$4-million  earnings  stream  in  Mexico 
and  we  more  than  replaced  it.  Now 
we  think  that  extraordinary  growth 
is  possible  for  the  future."  ■ 
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Unionamerica 
is  growth. 
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Earnings  per  share 


Figures  are  income  before  securities  gams  or  losses,  as  adjusted  to  rnflecl  a  two-for-one  slock  split  and  a  pooled  acquisition  in  the  first  quarter  of  1971. 

Earnings  per  share  have  grown  over  the  last  five  years  at  an 
average  compounded  annual  growth  rate  of  15  percent  per  year. 


UNIONAMERICA  is  a  $2.5  billion,  finance-oriented  corporation  whose  member  companies 
provide  a  wide  range  of  services  important  to  business,  industry  and  people.  Services  that  stimulate 
enterprise  and  protect  against  risk.  They  include  commercial  banking,  mortgage  banking, 
insurance,  appraisal  services,  real  estate  development,  computer  and  information  sciences,  and 
felated  business  services.  If  you'd  like  to  know  more  about  Unionamerica,  send  for 
a  copy  of  our  1970  Annual  Report.  Address:  Unionamerica,  Annual  Report, 
445  South  Figueroa  Street.  Los  Angeles,  California  90017.  Or  call:  (213)  687-6473. 


Unionamerica 


FIFTEEN   MEMBER   COMPANIES   INCLUDING:   UNION   BANK  ■  WESTERN   MORTGAGE   CORPORATION  ■  THE  SWETT  4   CRAWFORD   CROUP 
MARSHALL   AND   STEVENS   INCORPORATED  ■   UNION   REALCO  ■  UNIONAMERICA   COMPUTER   CORPORATION 


Let's  All  Get  Together 

The  fragmented  newspaper  business  is  ripe  for^integration, 
and  Rochester's  Gannett  Co.  is  busily  harvesting  the  crop. 


A  HONEY  BEE  gazes  no  more  fondly 
upon  a  field  of  clover  blossoms  than  a 
would-be  tycoon  views  a  fragmented 
industry.  So  much  opportunity  and  so 
Uttle  time!  Granted,  it's  not  as  easy 
as  it  was  in  J. P.  Morgan's  day,  when 
you  could  buy  up  the  competition. 
But,  given  a  few  refinements  from 
more  recent  masters  like  the  late  J. 
Spencer  Love  of  Burlington  Indus- 
tries or  Don  Power  of  General  Tele- 
plione,  horizontally  integrated  em- 
pires can  still  be  built— provided  you 
pick  the  riglit  highly  fragmented  in- 
dustry at  the  riglit  time. 

Are  such  industries  still  around? 
Paul  Miller,  chairman  and  chief  ex- 
ecutive of  Rochester-based  Gannett 
Co.,  believes  the  shoe  fits  the  news- 
paper publishing  business  these  days. 
"There  are  a  number  of  public  news- 
paper companies  now,  and  there  are 
going  to  be  more  in  the  future,"  he 
says.  "We  aspire  to  be  a  national 
newspaper  company,  and  I  think  a 
good  many  publishing  companies  are 
as  interested  as  we  are.  We  just  hap- 
pen to  have  done  a  little  more  of 
it  than  some." 

That  he  has.  Miller  began  his  ac- 
quisition campaign  in  earnest  eight 
years  ago  when  Gannett  was  on  an 
earnings  plateau  of  under  $4  million 
on  revenues  of  $55  million  to  $60 
million.  Since  then,  by  expanding  into 
fi\e  additional  states  and  adding  22 
dailies,  Gannett  has  nearly  ti-ipled  in 
size  to  $11.5-million  earnings  on 
$159-million  sales.  Granted  that  the 
whole  newspaper  field  is  booming  and 
that  at  least  50%  of  this  growth  has 
been  acquired  rather  than  internally 
generated.  Still,  it  has  not  been  pur- 
chased at  the  sacrifice  of  profitability. 
In  fact,  Gannett's  operating  margins 
have  been  inching  up  from  14.7%  in 
1962  to  18.5%  last  year-better  than 
most  other  newspaper  chains  and 
book  publishing  companies. 

There  are  several  sound  reasons  for 
the  success  of  Gannett's  move.  First, 
the  industry  was  ready  for  horizontal 
integration  for  the  same  reasons  that 
made  the  independent  telephone  in- 
dustry ready  when  General  Tele- 
phone began  acquiring  companies  in 
tlie  1930s.  Just  as  the  owners  of  small 
telephone  companies  shrank  from  the 
capital  cost  of  converting  to  dial 
phones,  so  small  familv-held  newspa- 
pers increasingly  prefer  to  sell  out  to 
avoid  the  financial  burden  of  con\ert- 
ing  to  more  efficient  printing  tech- 
niques. Says  Miller:  "New  technology 
in  pul)lishing  has  been  coming  along 


faster  in  the  last  ten  years  than  in  all 
the  rest  of  history.  "This  can  have  a 
terrific  impact  on  profits.  Some  of  our 
most  improved  pictures  have  come  in 
towns  that  would  not  ordinarily  have 
been  regarded  as  growth  areas,  but 
where  we  were  able  to  make  an  op- 
erations improvement." 

Second,  and  more  important,  Paul 
Miller's  tactical  approach  to  acqui- 
sition is  as  hardnosed  and  sensible  as 
it  is  simple.  According  to  a  study  by 
newspaper  economist  |on  G.  Udell, 
dailies  have  been  growing  most  rapid- 
ly in  towns  of  less  than  100,000  popu- 
lation (93.2%  from  1953  to  1969),  vs. 
only  62.3%  in  towns  between  100,000 
and  250,000,  and  so  on  down  to  cit- 
ies of  over  1  million  (41.3%).  The 
smaller  the  town,  the  faster  a  paper 
tends  to  grow.  And  the  faster  a  pa- 
per grows,  the  faster  its  profits  grow, 
since  in  the  newspaper  business  edi- 
torial and  makeup  costs  increase  much 
less  sharply  than  unit  volume.  Of  Gan- 
nett's 38  dailies,  29  are  in  tlie  fastest- 
growing  towns,  seven  in  the  second- 
fastest-growing,  while  only  two  of  them 

Miller  of  Gannett  Co. 


in  the  third-fastest-growing  group. 

Such  a  policy  contiasts  sharply,  for 
example,  with  that  of  competing 
Knight  Newspapers  of  Akron,  which 
concentrated  on  buying  big-city  dai- 
lie's  like  the  Pliiladelphia  Inquirer. 
The  difference  also  shows  up  on  the 
bottom  line:  Knight  had  nearly  $100 
million  more  in  revenues  than  Gannett, 
but  was  able  to  report  only  $2  miil- 
lion  more  in  profits. 

But  Paul  Miller  has  refined  his  ac- 
quisition policy  still  further.  Let  oth- 
er industries  compete,  but  who  needs 
it  when  you  can  buy  near-monopolies? 
Says  Miller:  "What  we're  interested 
in  is  a  situation  in  which  we  are 
clearly  the  dominant  communications 
medium  in  the  field"— such  as  the 
Burlington  (Vt. )  Free  Press,  acquired 
in  1971,  which  is  so  confident  of  its 
100%  circulation  coverage  in  the  coun- 
ty that  it  has  a  standing  offer  of 
$1,000  to  anyone  who  can  find  a  fam- 
ily that  doesn't  receive  the  paper  by 
picking  a  name  at  random  out  of  the 
Burlington  phone  book. 

Experience  has  taught  Miller  an- 
other refinement:  no  acquisitions 
close  enough  to  hurt  an  existing  prop- 
erty. "We  suspended  publication  of 
a  small  afternoon  daily  in  Cape  Ken- 
nedy a  year  and  a  half  ago,"  Miller 
explains.  "The  trouble  was  we'd  built 
up  a  large  regional  newspaper  which 
we'd  established  down  there  five  years 
ago,  and  it  just  overpowered  the  af- 
ternoon daily." 

Like  Love  of  Burlington  Industries, 
Gannett  is  as  quick  to  phase  out  de- 
clining operations  as  it  is  to  acquire 
promising  ones— such  as  the  margin- 
al radio  and  television  stations  in  Co- 
coa, Fla.  and  Binghamton  and  Roch- 
ester, N.Y.  that  Miller  has  been 
selling  off  since  December  1970.  "We 
don't  have  anvthing  against  broad- 
casting," says  Miller.  "We  just  decid- 
ed that  we'd  be  better  off  without 
them.  We'll  do  that  in  newspapers, 
too,  where  we  have  marginal  opera- 
tions. Now  you  ha\'e  to  be  careful, 
because  a  newspaper  may  be  fairly 
flat  for  a  number  of  years  and  then 
experience  a  resurgence.  It  depends 
on  the  general  character  of  the  com- 
munity, really." 

Can  Gannett  keep  growing  this  fast 
now  tliat  other  newspaper  chains  are 
also  on  the  prowl  for  acquisitions? 
Miller  could  scarcely  be  more  san- 
guine: "The  field  is  so  big  and  so  i 
fragmented  that  I  don't  regard  Gan- 
nett as  being  really  up  against  anyj 
other  newspaper  company."  ■ 
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Impala. 

The  car 

other  car  makers 

measure  resale  by« 


An  idea  you  can  live  with: 
buckle  both  your  seat 
and  shoulder  belts. 


Some  car  makers  offer  a  special 
guarantee  to  fleet  operators  who  buy 
cars  in  volume.  They  say  they'll  pay 
the  difference  if  the  resale  value  of 
their  products  is  less  than  the  resale 
value  of  the  best  comparable  com- 
petitive products. 

What  they  don't  say  is  that  the 

Dest  comparable  competitive  prod- 

iicts  traditionally  are  Chevrolets  . . . 

he  best  sellers  and  re-sellers  year 


after  year.  In  particular,  Impala. 

The  '71  Impala  is  the  roomiest 
car  in  its  field.  It  has  a  two  and  one 
half  inch  longer  wheelbase  this  year. 
Improved  Full  Coil  suspension.  New 
double-panel  roof.  New  power  ven- 
tilation system.  Front  power  disc 
bfakes.  Turbo  Hydra-matic  trans- 
mission on  V8  models.  Power  steer- 
ing. Side-guard  door  beams.  All 
standard. 


Impala  for  '71.  It  again  sets 
the  standard  for  other  car  makers 
to  meet.  At  purchase  time  and 
resale  time.  That's  what  we  mean 
by  putting  you  first. 


Chevrolet 


Putting  you  first,  keeps  us  first. 


Amfac  is  37  Joseph  Magnin 
specialty  stores .. . 


Fashion-consciouswomen  spark  to 
the  excitement  of  Joseph  Magnin. 
These  37  specialty  stores  in  Cali- 
fornia, Nevada  and  Hawaii  are  in- 
novative and  contemporary,  carry 
that  young-spirited  look. 

That's  why  Amfac,  with  an  eye  to 
both  fashion  and  profits,  acquired 
Joseph  Magnin  in  1969.  Along  with 
Rhodes  and  Liberty  House  depart- 
ment stores,  it  is  now  a  key  element 
in  our  fast-growing  Retail  Group. 


for  top  quality,  is  branching  out  to 
California. 

Growth  throughout  Amfac  brought 
our  1970  revenues  up  34  percent  to 
$407,985,000,  and  our  net  to  $2.57 
per  share,  up  1 3  percent  from  1 969. 

What's  the  formula?  It's  our  island 
heritage.  When  you  grow  up  on  an 
island,  as  Amfac  did,  your  custom- 
ers are  your  neighbors.  So  you 
develop  a  built-in  concern  — for 

^^      ,     .  people,  products,  environment. 

There  s  internal  growth,  too.  Lib- 
erty House,  long  known  in  Hawaii    From  one  small  Honolulu  store,  re- 


tailing grew  to  become  a  major  part 
of  our  business  .  .  .  and  helped  us  i 
expand  from  a  sound  Hawaii  base  i 
to  the  continental  U.S.  Today,  60  \ 
percent  of  our  revenues  come  from 
the  mainland. 

What  is  Amfac?  Hotels.  Resorts. 
Retail  stores.  Finance.  Land  man- 
agement. All  fast-growing.  All 
rooted  solidly  in  our  management  i 
experience. 


For  a  copy  of  our  latest  report,  write « 
to  Amfac,  Inc.,  Dept.  C,  P.O.  Box* 
3230,  Honolulu,  Hawaii  96801. 


and  many  other  happy  thing 


A  family  of  enterprises  enhancing  people  and  places. 


The  Money  Men 


"They  Love  Me  in  Terre  Haute" 


There  is  a  touch  of  masochism 
in  evervbodv.  \\'lio  doesn't  <iet  a 
vicarious  thrill  from  the  possibil- 
ities of  the  world  going  to  hell? 
Rightwingers  devour  literatiue  that 
warns  of  imminent  communist 
takeover.  Liberals  eagerlv  read 
about  neofascism  in  high  places. 

Consciouslv  or  unconsciouslw  El- 
iot Janewa\  has  capitalized  on  our 
ma.sochistic  tendencies.  The  58- 
year-old-foiTner  journalist  and  now 
a  commentator  on  the  economy 
finds  people  are  willing  to  pa\-  him 
verv  good  monev  for  \'er\'  bad  news. 

Janewav  sits  like  a  monk  in  a 
darkened  New  York  town  house, 
his  home  and  headquarters  of 
Janewav  Publishing  &  Research 
Corp.,  and  speaks  a  constant 
stream  of  writings  ( to  longtime 
secretarv-  Gwenn  Black)  in  his  se- 
pulchral but  certain  tone.  All  his 
output  has  one  consistent  theme: 
There  is  trouhle  around  the  cor- 
ner.    Some     recent     Jancwayisms: 


The  consumer  has  beaten  business 
to  its  retail  knees;  the  Nixon  Ad- 
ministration offers  the  country  no 
economic  leadership;  the  auto  in- 
dustry is  cranking  up  an  inventory 
recession;  a  new  chain  of  corporate 
bankruptcies  is  imminent;  the  D|I 
is  doomed  to  slump  to  500.  (Since 
he  first  said  tliat,  the  Dow  has 
gone  up  almost  70  points  to  over 
900.)  But,  to  him,  the  low  point  is 
a  moving  target.  Now  Janeway 
feels  the  slump  to  500  won't  come 
until  the  end  of  1972— "with  per- 
haps three  rallies  or  so  before  the 
market  hits  bottom.  Right  now, 
it's  in  a  blowoff."  Is  Janeway  in- 
consistent? "I  never  said  it  would 
dron  in  a  straight  line,"  he  savs. 

How  does  Janewav  do  with  his 
own  investments?  In  one  he  has 
done  badlv,  bv  being  unwisely 
bullish.  Janewav  is  a  director  and 
executive  committee  member  of 
Realtv  Equities  Corp.  of  New 
York.  He  owns  64,213  shares  of  its 


Janeway    of   Janeway   Publishing 


Stock,  making  him  one  of  the  larg- 
est stockholders.  Trading  in  E(|ui- 
ties  stock  has  been  halted  since 
August  bv  the  American  Slock  Ex- 
change, awaiting  details  on  the 
firm's  financial  statements. 

Janeway  blames  the  companv's 
problems  on  a  "lovers'  quarrel"  l)e- 
t\veen  the  officers  and  the  firm's 
auditors  and  on  management's  de- 
cision to  conglomerate.  "Thev've 
never  made  a  bad  real  estate  in- 
\estment,  however,"  he  says. 

But  janewav  doesn't  let  such 
personal  problems  mar  his  air  of 
near-omniscience.  "I  continue  to 
call  them  as  I  see  tliem,"  he  savs. 
Janeway's  detractors  say  that  his 
skill  consists  not  in  being  right, 
but  in  catcliing  the  reader's  atten- 
tion in  a  field  where  gray  tones 
aliound.  Right  or  not,  he  is  always 
provocative.  "Janeway  is  a  show- 
man, not  an  economist,"  says  a  for- 
mer London  financial  editor. 

Janeway  and  his  aides  grind 
out  a  newspaper  column— one  day 
a  think  piece,  the  next,  questions 
and  answers,  an  interview  or  a  fea- 
ture. It  is  Tiow  sent  out  four  times 
a  week  to  moie  than  90  newspa- 
pers. More  than  1,500  peisons  sub- 
scribe to  his  weekly  Janeway  So- 
vice  newsletter  at  $125  a  year,  and 
350  take  the  weekly  Janeway  Let- 
ter at  $550.  He  regularly  writes 
what  are  called  "blockbuster 
pieces"  for  papers  in  London,  Zur- 
ich, Mexico  City,  Johannesburg 
and  Sydney,  and  his  bald  head 
and  ascetic  face  are  seen  on  count- 
less TV  shows.  In  1969  he  began 
holding  all-day  Janeway  Seminars 
at  $2.50  a  ticket.  Participants  may 
include  newsmen  or  government  of- 
ficials for  perspective,  but  Jane- 
way's  opinions  predominate. 

janewav's  third  and  latest  l^ook 
is  What  Shall  I  Do  with  My  Mon- 
ey? Wide-swinging,  sometimes  far- 
fetched and  typically  scary,  the 
book  already  has  sold  50,000  cop- 
ies. Janeway  plugs  the  book  hea\'i- 
ly  and  shows  up  at  autograph  par- 
ties as  he  did  recently  for  a  semi- 
nar for  1,300  held  by  First  Nation- 
al Bank  of  Minneapolis.  "In  Wall 
Street,  tliev  cry  when  I  sit  down 
to  the  piano,"  Janeway  says.  "But 
they  love  me  in  Terre  Haute." 

In  retailing  his  brand  of  eco- 
nomic masochism,  Janeway  has 
realized  a  full  measure  of  financial 
success.  He  recently  estimated  his 
gross  revenues  at  o\er  $500,000  a 
year,  but  with  a  staff  of  only  about 
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Questions  for  executives 
facing  ttie  problem 
of  a  marginal  plant 

If  inefficient  plant  facilities  are  eroding  away 
your  profits,  here  are  some  important  questions 
to  consider. 

•  Can  we  make  reliable  estimates  comparing  the 
operating  and  capital  costs  of  improving  existing 
facilities  with  costs  of  a  new  plant  at  a  new  location? 

•  If  we  decide  to  improve  existing  facilities,  will 
we  have  sufficient  capacity  and  flexibility  to  cope 
with  the  possibility  of  new  products  or  procedures? 

•  Will  the  planning,  design,  and  construction  of 
improved  facilities  be  handled  without  interfering 
with  production? 

•  Can  we  be  sure  that  planning,  design,  and 
construction  will  be  on-schedule  and  within-budget? 

•  Do  we  have  the  internal  resources  to  assure 
satisfactory  answers  to  these  questions? 

An  Austin  facility  analysis  can  help  you  answer 
them.  It  is  one  of  seven  Austin  engineering-economic- 
consulting  services  which  are  an  important  initial 
step  in  a  systems  approach  to  the  development  of 
optimum  solutionsto  plant  facility  problems. 

For  further  information,  please  write,  wire 

or  teletype:  The  Austin  Company, 

3650  Mayfield  Road,  Cleveland,  Ohio  44121. 


The  Money  Men 


THE  AUSTIN 
COMPANY 

Designers  •  Engineers  •  Builders 


ten,  mostly  researchers  and  secre- 
taries, his  overhead  probably 
doesn't  exceed  $150,000  a  year. 
And  his  family  is  certainly  no  drag 
on  his  income.  Janeway's  wife  is 
the  successful  novelist  Elizabeth 
Janeway  (she  writes  on  another 
ffoor  of  the  town  house ) .  Her  new- 
est book  is  a  piece  of  social  his- 
tory, Man's  World,  Woman's  Place. 
Son  Michael  is  managing  editor  of 
The  Atlantic  magazine,  son  Wil- 
liam a  brokerage  house  analyst  and 
author.  "It's  a  self -liquidating  busi- 
ness," says  Janeway  of  his  growing 
empire.  "The  assets  are  indepen- 
dent of  me.  The  investment  part  can 
be  sold  any  time  I  kick  off." 

After  work  in  the  1930s  with  a 
New  York  statistics  firm,  Janeway 
became  a  business  editor  of  Time 
magazine.  He  was  listed  as  a  writer 
for  Fortune  when  he  left  Time  Inc. 
in  1944.  He  also  served  as  an  as- 
sistant to  Time's  founder,  Henry 
Luce.  Later  Janeway  was  a  News- 
week consultant,  providing  fod- 
der for  its  Business  Trends  column. 
He  also  began  to  build  a  private 
consulting  clientele. 

For  better  or  worse,  the  mark 
of  the  journalist  is  still  heavy  on 
Eliot  Janeway.  Sometimes  his  pro- 
nouncements are  labeled  those  of 
an  economist,  a  label  Janeway  ac- 
cepts with  a  shrug,  admitting  that 
his  credentials  are  limited:  some 
economics  at  Cornell  University 
and  three  months  at  the  London 
School  of  Economics  in  1933.  But 
in  any  case,  Janeway's  economics 
is  light  on  theory,  heavy  on  per- 
sonality. It  is  peopled  with  good 
guys,  bad  guys,  conspiracies  and 
cracking  empires.  The  paragraphs 
of  his  newsletter  often  start  with 
words  like  rainmaker,  mvstery,  ob- 
stacles and  incantation.  Occasional- 
ly there  are  words  with  pleas- 
ent  connotations— cash  ("My  book 
sb"aightened  the  consumer  out  on 
the  necessity  for  cash  equivalents"), 
bonds  ("My  columns  started  the 
big  retail  bond  market")  and  real 
estate  ("If  you  have  land  ready  to 
use,  they  can't  print  enough  of  it"). 
But  Janeway  has  become  somewhat 
more  cautious  about  real  estate, 
perhaps  as  a  result  of  Realty  Equi- 
ties' troubles. 

They  say  that  professional  bears 
rarely  come  out  ahead  in  Wall 
Street  and  that's  probably  true.  But 
the  rule  doesn't  cover  Eliot  Jane- 
way's brand  of  bearishness,  which 
has  paid  off  very  well  indeed.  ■ 
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In  mid-1959,  our  then-new  man- 
agement came  up  with  a  growth 
plan  for  our  company.  It  was  decid- 
ed to  expand  and  diversify 
selectively  into  potentially  high- 
growth  markets,  and  to  balance  our 
geographical  commitments  in  all 
markets. 

At  the  end  of  1970  we  once  again 
found  out  how  good  the  plan  was. 

Record  levels  achieved 

Last  year,  for  the  eleventh  con- 
secutive year,  we  achieved  new 
record  levels  in  consolidated  sales 
and  revenues,  net  income  and 
earnings  per  share.  And  we  also 
completed  46  consecutive  quarters 
in  which  each  of  these  three  meas- 
ures of  performance  increased  over 
the  corresponding  period  of  the 
previous  year. 

1970-a  year  of  test 

Last  year,  many  U.S.  companies 
experienced  lower  sales  and  profits. 


Not  us.  Our  management  made 
the  difference.  (In  a  recent  poll 
conducted  by  Dun's  Review,  a 
leading  business  magazine,  2300 
top-ranking  executives  named 
us  as  one  of  the  ten  best-managed 
companies  in  U.S.  industry.) 

1970  results 

in  1970,  our  consolidated  sales 
and  revenues  reached  $6.4  billion, 
an  increase  of  M%  over  1969 
restated  sales  and  revenues  of 
$5.7  billion. 

Consolidated  net  income  rose 
to  $353  million,  an  increase  of  21% 
over  restated  1969  net  income  of 
$293  million. 

Earnings  per  common  share, 
after  recognition  of  all  common 
stock  equivalents,  were  equal  to 
$3.17,  an  increase  of  20%  over 
1969  restated  earnings  per  share 
of  $2.65. 

And  in  1970,  the  dividend  on  our 
common  stock  was  increased  for 


the  seventh  consecutive  year, 
and  is  now  equal  to  an  annual  rate 
of  $1.15  a  share. 

Our  1970  annual  report 

You'll  find  these  and  other  re- 
sults detailed  in  our  1970 
annual  report. 

It  also  tells  how  we  are  prepar- 
ing for  future  growth,  and  how  we 
are  meeting  our  social  responsibil- 
ities as  a  corporate  citizen. 

For  your  copy  of  our  1970  annual 
report,  write  to  our  Director 
of  Investor  Relations,  International 
Telephone  and  Telegraph 
Corporation,  320  Park  Avenue, 
NewYork,N.Y.  10022. 

ITT 

SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


■^ 


From  Shotguns  to  Rifles 

Newmont  Mining  fias  at  last  grown  rich  enougti  to  run  mines — not 
just  buy  pieces  of  tfiem.  It's  a  mucfi  riskier  way  to  do  business. 


Enough  cnambs  from  enough  good 
tables  and  you  liave  a  feast.  Enough 
minority  investments,  liowever  small, 
in  enough  good  ore  bodies,  and  a 
small,  thinly  capitalized  mining  com- 
pany can  grow  rich  and  powerful. 
As  rich  and  powerful  as  New  York's 
Newmont  Mining.  Although  its  total 
assets  are  onlv  $613  million,  New- 
mont has  in\estments  in  no  less  than 
15  different  properties.  It's  almost  a 
mutual  fund  of  mining. 

"We  scattered  our  investments  be- 
cause we  think  you're  more  likely  to 
hit  a  goose  on  the  wing  with  a  shot- 
gun than  with  a  rifle,"  says  Plato  Mal- 
ozemoff,  Newmont's  Russian-born 
chairman,  president  and  chief  execu- 
tive. "Major  companies  for  a  long  time 
insisted  on  100^/  ownership  of  prop- 
erties, but  we've  alwavs  been  willing 
to  come  in  as  minority  partners  to 
help  finance  discoveries  already  made. 
And  u'hile  some  companies  don't  want 
to  look  at  anvtliing  unless  it's  reallv 
good,  we'\'e  alwavs  realized— being 
smaller— that  you  can't  always  recog- 
nize what  is  reallv  superlative  right 
away.  So  we  may  appear  to  have  had 
a  bit  more  success  in  finding  new 
properties  because  we  have  more  of 
them  c[)ming  in  than  some  of  the  oth- 
er c:)mpanies." 

Enough  of  its  participations  turned 
out  well  so  that  Newmont's  assets  are 
almost  four  times  what  thev  were  a 
decade  ago,  while  its  earnings  are  six 
times  as  high.  As  ranked  in  Forbes' 
23rd  Annual  Report  on  American  In- 
dustiy  (Jan.  1),  Newmont  was  fourth 
among  21   nonferrous   metals   compa- 


"  African  properties  like 
Tsumeb  and  O'okiep  yield 
several  hundred  percenf  on 
investmenf,"  says  Newmonf's 
Maiozemoff.  "That's  unusual." 
But     it     certainly     is     helpful. 


nies  in  five-year  earnings  growth,  and 
second  in  return  on  total  capital.  In- 
deed,* Newmont's  20.5%  return  on  cap- 
ital ranked  27th  of  all  659  compa- 
nies surveyed. 

■  Newmont's  low-profile  investment 
approach  looks  N'erv  smart  against  the 
background  of  all  the  mine  expropria- 
tions of  recent  years.  Surprising- 
ly, Newmont  is  in  the  process  of 
changing  its  methods.  "In  fact,  we 
ourselves  are  definitely  moving  to- 
ward being  more  of  an  operating  min- 
ing company,"  Maiozemoff  says. 

Maiozemoff  is  quite  aware  that  this 
means  changing  a  winning  game.  His 
explanation:  Newmont  is  now  big 
enough  to  play  with  the  big  boys. 
"We  now  have  the  ability  to  move 
into  a  situation  with  larger  amounts  of 
funds,"  he  says.  "When  you're  small- 
er, vou  have  to  take  minority  posi- 
tions; it's  a  different  game.  We've  also 
been  able  to  build  up  operating  and 
organizational  skills  over  the  years  so 
we  can  take  on  the  management  of 
properties.  And  generally  that  means 
having  a  substantial  interest  in  them, 
because  otherwise  it  isn't  worth  the 
trouble,  you  might  say." 

One  result  of  this  development  is 
that  Newmont  tends  to  concentrate 
its  capital  on  fewer  projects.  And 
since  most  of  them  involve  copper 
(which  provides  almost  90%  of  New- 
mont's earnings),  the  world's  most 
political  metal,  the  company  has 
sought  to  lessen  its  risks  by  staying  in 
politically  stable  countries.  By  1972 
some  80%  of  Newmont's  earnings  will 
come   from    North   America,   vs.    68% 


About  80  miles  up  die  Hudson 
River  from  Manhattan  stand  the 
massi\e  (580  feet  long)  kilns  of 
Atlantic  Cement,  among  the 
world's  largest  cement  plants.  For 
co-owners  Newmont  Alining  and 
C'eiro,  in  the  venture  for  some  $40 
million  each,  it  has  also  been 
among  the  world's  largest  head- 
aches, running  in  the  red  for  seven 
years  since  it  first  fired  up  its  kilns 
in  1963.  And  it  would  still  be  in 
the  red  had  not  its  owners  sub- 
sidized it  Ijy  buying  up  its  debt. 

"It's  been  a  very  unfortunate, 
\ery  difficult  \'enture  all  right," 
conceded  Newmont's  Plato  Mal- 
ozenioH.  "But  I  don't  consider  it  a 
lailure.  I  think  we're  going  to  come 
out  of  it  all  right." 


Cement  Plant,  Anyone? 

If  so,  it  will  be  the  first  thing 
to  work  right  at  Atlantic  Cement. 
The  venture's  timing  was  terrible, 
as  Maiozemoff  admits:  "Could  we 
ha\  e  predicted  the  state  of  the  ce- 
ment industrv  as  it  developed,  we 
wouldn't  have  gone  into  it.  Prices 
just  collapsed."  Then,  as  operations 
got  undei-  wav  in  1963,  the  part- 
ners discovered  thev  had  an  in- 
ferior facility.  "The  plant  was  not 
as  modern  and  well  built  as  it 
should  have  been,"  savs  Maioze- 
moff, "largely  because  tlie  man  re- 
sponsible wanted  to  deliver  it  at 
the  estimate  price.  He  finally  did, 
but  in  order  to  do  so  he  cut  cor- 
ners. We've  had  to  make  up  the 
defects  over  the  vears  with  addi- 
tional investments  of  capital." 


Still  Atlantic  lost  money.  In  Jan- 
uarv  Newmont  and  Cerro  assumed 
all  Of  Adantic's  $47-million  debt. 
"With  our  profits,  the  interest  in 
our  hands  is  tax  deductible,  where- 
as ill  their  hands  it  is  not,"  Maioze- 
moff explains.  "And  there  were 
cumulative  losses  diey  couldn't 
take  advantage  of."  Maiozemoff 
hopes  Atlantic  will  now,  freed  of 
its  $3.2-millioii  interest  burden,  be 
able  to  use  its  substantial  tax-loss 
carrvforward  in  future  years  and 
thus  help  Newmont  recoup  part 
of  its  stake. 

Whv  not  just  sell  Atlantic  Ce- 
ment? "Believe  me,  we  tried  every- 
thing!" says  Maiozemoff.  "Would 
you  be  interested  in  buying  a  ce- 
ment plant? " 
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CITIES  SERVICE  IS  A  NATURAL  RESOURCE  COMPANY 


WE'RE 
HATURALLY 
INTERESTED  IH 
EHERGY  AHD  CHEMICALS. 


We  seek  out  and  develop  oil, 
natural  gas  and  mineral  reserves 
around  the  world  and  refine  quality 
petroleum  products  sold  under  the 
CITGO  trademark. 

We  also  transport  natural  gas  to 
hundreds  of  communities  and 
industries  . . .  manufacture  useful 
petrochemicals  such  as  plastic 
resins,  butyl  rubber,  carbon  black 
and  Festival  molded  plastic 
housewares  . . .  mine,  refine  and 
fabricate  copper  and  copper 
products  . . .  and  produce  industrial 
and  agricultural  chemicals. 

Wherever  there's  a  need  for  energy 
and  chemicals.  Cities  Service  is 
there  to  serve  you  . . .  better. 


"Car  Talk  for  Women  Drivers," 
written  by  Charlotte  Montgomery, 
contains  many  helpful  hints  on  car 
care,  safety  and  good  driving 
practices.  Men  may  pick  up  a  few 
pointers,  too.  For  a  free  copy  write 
our  Public  Relations  Division. 


sITIES  SERVICE  COMPANY 

60  Wall  Street 
New  York,  New  York  1 0005 
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GRO\/VTH 


The  Long-Run  Point  of  Vievw 


Everybody  knows  that  1970  was  not  a  year  to  set  the  business  world  on  fire.  Even 
FORBES,  which  has  been  the  fastest  growing  business  publication  over  the  last 
decade,  had  advertising  losses. 

Growth,  however,  should  be  viewed  in  terms  of  trend,  not  temporary  thrusts.  We 
think  the  following  comparisons  are  worth  underscoring  when  you  consider  the 
trend  in  business  magazine  growth  over  the  years: 


Five  Year  Trend 

Advertising 
Pages 
1970                  1965 

Up 

or 

Down 

Rate  of 

Gain  or 

Loss 

FORBES 

1092.58 

788.34 

+   304,24 

+  38,6% 

Fortune 

1354.14 

2038.00 

-    683,86 

-33,6% 

Business  Week 

3518,82 

4807.91 

- 1289.09 

-26.8% 

Source:  Publishers'  Information  Bureau 
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In  their  March,  1971  study  of  presidents  or  chairmen  of  all  companies  listed  on 
the  New  York  Stock  Exchange,  the  independent  research  firm  Erdos  and  Morgan, 
Inc.  found  that  among  the  more  than  64%  responding,  FORBES  was  read  regu- 
larly by  more  of  these  chief  executive  officers  than  either  of  the  other  two  leading 
business  magazines  or  any  of  the  three  newsweeklies. 

The  trend  in  advertising  growth  favors  the  magazine  read  regularly  by  top  deci- 
sion-makers in  business. 

FORBES  readers  don't  just  own  American  business. 

They  run  It. 

FORBES:  capitalist  tool 
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todav,  largely  as  a  result  of  the  ae- 
gressi\e  expansion  or  Arizona's  Mag- 
ma Copper,  now  100?-o\%Tied. 

"We  did  this  on  the  general  con- 
viction that  over  the  long  term,  cop- 
per was  going  to  be  in  increasing  de- 
mand with  industrial  expansion,"  Mal- 
ozemoff  explains,  "so  that  any  glut 
would  be  only  temporarv'.  This  par- 
ticular property  has  long  life,  so  we 
felt  it  would  be  wise  to  expand  its 
production  at  this  point. " 

Slow  Fullback 

Malozemofl  sees  Xewmont's  new 
North  American  emphasis  as  a 
phased  withdrawal  to  a  new  policy, 
rather  than  an  abrupt  retreat  from 
an  old  one.  "We're  still  active  inter- 
nationally," Malozemoff  says,  "partic- 
ularly in  our  exploration  efforts  in 
Australia,  South  Africa  and  Canada. 
We're  also  taking  a  political  gamble 
in  Indonesia." 

But  he  concedes  that  Newmont 
is  becoming  increasingly  selective. 
"Don't  forget  that  this  company  has 
always  a\()ided  investing  in  certain 
countries— Chile,  for  example— e\en 
though  we  knew  there  were  opportu- 
nities there.  There  is  a  tendency  in 
the  unde\  eloped  c;)un tries  of  Africa 
and  Latin  America  to  sav  that  if  an\ 
more  than  6%  or  8%  of  capital  is  lac- 
ing exported  in  the  form  of  profits, 
it's  exorbitant.  Well,  an  8%  return 
would  not  pennit  any  of  us  to  per- 
sist very  long  becau.se  these  deposits 
are  not  perpetual.  You  can  be  in  the 
shoe  business  for  1.50  years,  and  if 
you  get  an  H%  return,  this  is  \ery 
satisfactory.  But  in  the  mining  busi- 
ness, you're  out  of  a  mine  in  20,  25 
or  30  years.  So  you  need  a  higher 
return  to  cover  all  the  exploration  that 
was  nonproducti\e,  all  the  mistakes 
and  failures,  and  to  replenish  capi- 
tal for  new  mines." 

As  Malozemoff  sees  it,  U.S.  mining 
companies  may  soon  find  themseKes 
working  as  contractors  in  less  de\el- 
oped  countries.  Savs  he:  "In  Indonesia 
w%  have  a  working  agreement  where 
in  theory  we  are  a  contractor  to  ex- 
ploit the  deposit  and  are  compen- 
sated by  having  a  right  to  certain 
profits.  But  we  have  no  ownership. 
This  is  a  form  of  arrangement  tliat 
is  gradually  evolving,  and  which  may 
in  time  become  sufficiently  attracti\e 
to  be  the  new  structure  for  invest- 
ment in  these  countries." 

In  the  meantime,  Malozemoff  is  busi- 
ly transforming  what  was  once  a  higli- 
ly   diversified    closed-end    investment 

mpany  into  the  nation's  fourth- 
largest  copper  producer.  Whether  he 
*yill  also  be  able  to  match  Newmont 
Mining's  enviable  past  record  of  prof- 
itability and  earnings  growth  remains 
to  be  seen.   ■ 


This  advertisement  is  not  an  offering.  7<io  offering  is  made  except  by 

the  Prospectuses  filed  with  the  Department  of  Law  of  the  State  of 

T^ew  Yor\.  The  Attorney-General  of  the  State  of  T^ew  Tor\  has 

not  passed  on  or  endorsed  the  merits  of  these  offerings. 


$100,000,000 

CHASE  MANHATTAN 
MORTGAGE  AND  REALTY  TRUST 

$50,000,000 

6^/2%  Convertible  Subordinated  Debentures 
due  1996 

Price  100% 

(Plus  accrued  interest  from  May  1,  1971) 


$50,000,000 

77/8%  Notes  due  1978 

Price  100% 

(Plus  accrued  interest  from  May  1,  1971) 


Copies  of  the  Prospectuses  may  he  obtained  in  any  State  only 
from  such  of  the  several  Underwriters,  including  the  under' 
signed,  as  may  lawfully  offer  the  securities  in  such  State. 


Lehman  Brothers 

Incorporated 


Blyth  &  Co.,  Inc. 


Lazard  Freres  &  Co. 
The  First  Boston  Corporation 


duPont  Glore  Forgan 

Incorporated 


Drexel  Firestone 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.      Goldman,  Sachs  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes     Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis 

I ncorporated 


Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co. 
Bache  &  Co. 

Incorporated 

May  26,  1971. 


Stone  &  Webster  Securities  Corporation 
White,  Weld  &  Co.         Dean  Witter  &  Co. 

Incorporated 

Shearson,  Hammill  &  Co. 

Incorporated 


-ORBES,  JUNE  15,  1971 


51 


1.^ 


1971  looks  pretty  much  like  1970, 
except . . . 


In  the  past  five  years,  the  same  three  business  magazines  have  continually  carried 
more  advertising  pages  than  any  of  the  others.  And  month  after  month,  it's  been 
pretty  much  the  same  old  story— (1)  Business  Week,  (2)  Fortune,  (3)  Forbes— as 
regular  as  one,  two,  three. 

And  here  they  are  again,  after  the  first  four  months  of  1971,  the  same  old  three 
are  still  on  top.  Pretty  much  business  as  usual . , . 


Or  is  it? 


Business  magazines 
ranked  by  ad  pages 

Jan.-April,  1971  M 

1.  Business  Week 

2.  FORBES 

3.  Fortune 


Just  as  regular  as  one,  three,  two. 

Forbes:  capitalist  tool 


1 

i 


Faces  Behind  the  Figures 


Chase  Man  in  Charge 

Just  how  \ulneiable  once  mightv 
Anaconda  Co.  has  become  since 
it  lost  its  Chilean  mines  became 
shockingly  clear  last  month.  In  the 
first  quarier.  Anaconda  earned  a 
mere  84  million  on  its  Sl.T-billion 
assets,  a  60?  decline  from  1970. 
And  the  decline  was  worse  than  it 
looked.  But  tor  iinestment  income, 
including  di\  idends  from  Chile,  the 
company  would  probably  ha\e 
showii  an  operating  loss. 

Indeed,  bv  February  its  earnings 
prospects  were  so  dim  that  the 
company  cut  back  its  (juarterly 
diyidend  by  about  half  to  25  cents 
a  share.  Last  month.  Anaconda's 
Chairman  C.  Ja\'  Parkinson,  62, 
abruptly  stepped  aside  as  chief 
executi\e  after  only  three  years 
in  the  job  and  a  good  three  years 
before  normal  retirement. 

In  so  doing,  Parkinson  passed 
o\er  Vice  Chairman  William  E. 
Quiglev,    58,    and    President    John 


G.  Hull,  54,  to  pick  a  dark  horse 
as  his  successor:  John  B.M.  Place, 
45,  vice  chairman  of  Cliase  Man- 
hattan Bank.  Though  on  Ana- 
conda's board  for  two  years,  Place's 
experience  is  strictly  financial. 

Which  may  be  precisely  the 
point.  With  interest  on  its'  $366 
million  in  debt  running  at  $22  mil- 
lion a  year,  with  a  crescendo  of 
maturities  totaling  $196  million 
coming  in  the  next  five  years  and 
with  the  company  committed  to  a 
$210-million  expansion,  primarily 
in  aluminum,  outside  lenders  may 
be  reassured  to  see  a  man  with  a 
banker's  outlook  in  the  top  spot. 

Perhaps  more  important,  one  of 
the  big  jobs  facing  Anaconda  is 
negotiating  compensation  for  its 
Chilean  investment,  carried  on  the 
books  at  $457  million  but  osten- 
sibly worth  many  times  tliat.  A 
talkati\'c,  combatiye  man  like  Park- 
inson was  hardly  the  ideal  choice 
for  the  subtle  weaving  and  danc- 
ing   that    is    international    negotia- 


Place  of  Anaconda 


tion.  Place,  besides  being  more  de- 
liberate, also  has  the  connections 
with  the  financial  community  that 
countries  like  Chile  must  establish 
and  exploit  to  raise  the  capital 
they  need.  To  them,  a  man  like 
Place  could  be  a  lielpful  ally— or  a 
most  troublesome  opponent.  ■ 


No  Way  To  Stop  It? 

If  businessmen  are  worried  about 
an\'  prospective  slowdown  of  the 
U.S.  birthrate,  they  can  relax. 
That's  the  word  from  Herman  P. 
Miller,  50,  chief  of  the  Population 
Division  of  the  Bureau  ot  the  Cen- 
sus and  a  well-known  author.  E\  en 
if  the  birthrate  does  decline.  Miller 
says,  this  does  not  mean  that  eco- 
nomic growth  is  going  to  stop  or 
even  slow  down  perceptibly.  For 
starters,  a  reduction  in  fertility  he 
says,  might  well  create  a  labor 
shortage.  "With  shortages  of  labor, 
you  should  ha\e  a  gradual  replace- 
ment of  labor  with  capital.  You 
would  speed  up  the  mechaniza- 
.  tion  and  automation  of  industry, 
which  might  actually  increase  pro- 
ductivity." Tiiis  in  tuni  might  pro- 
duce higher  total  income. 

Even  if  fertility  dropped  to  tlie 
replacement  level,  die  population 
would  still  hit  275  million  in  2037, 
up  from  205  million  todav.  This  is 
because  a  large  portion  of  women 
are  just  reaching  childbearing  years, 
so  that,  even  at  replacement  fertil- 
ity levels,  the  population  would 
still  continue  to  grow.  Then,  too,  a 
fifth  of  the  U.S.'  annual  popula- 
tion growth  comes  from  immigra- 
tion, and  that  is  unlikely  to  abate. 
An  economist  who  first  went  to 
work  for  the  Bureau  of  the  Census 


in  1946,  Miller  enlarged  his  rep- 
utation with  a  series  of  books,  in- 
cluding the  best-selling  Rich  Man, 
Poor  Man,  a  study  of  America's 
increasing  affluence. 


Miller  of  the  Census 


Miller  warns,  therefore,  not  to 
look  to  a  declining  birthrate  to  re- 
duce the  pressures  on  tlie  environ- 
ment. Quite  the  contrary.  The 
more  affluent  Americans  l:)ecome, 
the  greater  pollution  problems 
their  consumption  creates.  Pollu- 
tion control  will  come  at  a  price, 
and  Miller  is  not  at  all  sure  how 
high  a  price  Americans  will  be 
willing  to  pay  for  it.  "I  diink  the 
level  of  discomfort  we  can  suffer 
is  very,  very  flexible,"  he  says.  "If 
we  had  to  choose  between  better 
air  and  water  and  what  we  might 
consider  a  reduction  in  our  stan- 
dard of  living,  I  suspect  we  might 
very  well  not  opt  to  ha\e  cleaner 
air  and  water." 

As  things  stand  now,  American 
affluence  is  going  to  increase  even 
more.  By  die  year  2000,  Miller 
expects  the  average  family  income 
to  reach  $21,000  in  real  terms,  as 
against  under  $10,000  today.  "We 
can't  turn  our  backs  on  economic 
growth,"  he  says,  "and  anybody 
who  talks  that  way  is  foolish.  We 
have  kids  coming  out  of  college, 
and  without  economic  growth  we'd 
have  massive  unemployment." 

So  there  are  no  easy  answers  ei- 
ther to  overcrowding  or  pollution, 
but,  says  Miller,  "I  don't  think  eco- 
nomic growth  has  to  be  accom- 
panied by  the  kind  of  pollution 
we  have  now."  ■ 


IFORBES,  JUNE  15,  1971 


53 


Faces  Behind  the  Figures 


Two  Normal  Men 

Any  business  school  textbook  will 
tell  vou  that  serving  two  masters 
impairs  efficiency.  If  so,  Bausch  & 
Lomb,  Rochester  (N.Y.) -based 
maker  of  optical  g(Jods  and  scien- 
tific instruments,  may  soon  be 
swimming  in  inefficiency.  Last 
month  the  company  appointed  not 
one  but  two  chief  executives:  Dan- 
iel G.  Schuman,  former  executive 
vice  president  for  finance  and  ad- 
ministration, and  Jack  D.  Harby, 
fornier  executive  vice  president  for 
operations.  Both  are  55. 

They  insist  it's  no  trial  arrange- 
ment. "We've  been  functioning 
prettv  much  this  way  for  four 
years  now  and  it  seems  to  work," 
says  Schuman.  "Two  men  with  nor- 
mal intelligence  tend  to  agree  when 
they  have  all  the  facts  and  time  to 
chew  them  over,"  says  Harby. 

And  if  they  sliould  disagree  on 
some  key  point?  "You've  got  a  hell 
of  a  problem  if  two  strong  men  at 
the  top  of  any  company  disagree 
violently,"  retorts  Harby.  "Even 
though  one  has  the  title  of  chief 
executive,"  adds  Schuman,  "he 
shouldn't  have  to  use  that  authori- 
ty." However,  former  boss  William 
W.  McQuilkin,  64,  is  still  around 
as  executive  committee  chairman 
to  referee  any  disputes. 


Harby  and  Schuman  of  Bausch  &  Lomb 


The  crucial  fact  is  that  Bausch 
&  Lomb  these  days  is  marching  to 
a  different  drummer.  Schuman  and 
Harby  are  counting  heavily  on  prof- 
its from  its  much-publicized  new 
hydro  philic  soft  contact  lens  to 
lead  the  company  off  its  just-over- 
$4-million  earnings  plateau.  So  are 
investors.  On  news  of  Food  &  Drug 
Administration  approval  of  Sofiens, 
B&L  stock  tripled  to  above  120, 
some  75-80  times  1970  earnings. 
"We  expect  substantial  earnings 
contributions  bv  the  second  half  of 
the  year, "  says  Schuman. 

They  will  come  in  handv.  Scien- 
tific instruments  (43%  of  sales), 
once  B&L's  most  lucrative  area, 
has  suffered  badly  from  govern- 
ment cutbacks  in  health  and  educa- 


tion. Nor  can  B&L  look  to  its 
current  profit  leader,  overseas  sales 
(23%  of  the  total),  to  repeat  last 
year's  growth  surge. 

So  the  new  twin  chief  execu- 
tives are  looking  around  for  acqui- 
sitions. To  finance  them  Schuman 
would  like  to  make  some  kind  of 
stock  ottering  at  today's  highly  fa- 
vorable prices.  "A  stronger  equity 
base  will  put  us  in  a  much  better 
position  to  take  on  straight  debt 
later  on,"  says  Schuman,  who 
would  also  like  to  use  part  of  the 
proceeds  to  wipe  out  B&L's  short- 
term  debt.  As  for  the  acquisitions, 
Schuman  adds,  "It's  not  improbable 
that  people  will  be  coming  to  us 
more  now  with  new  ideas;  we're 
very  much  in  the  limelight."   ■ 


Madden   of  Potlatch   foresi^ 


Four-Day  President 

Why  pick  an  oilman  to  run  a  forest 
products  company,  asked  one  irate 
stockholder  at  Potlatch  Forests' 
annual  meeting.  True,  some  kind 
of  change  was  clearlv  in  order.  On 
a  6%  sales  dip  in  1970  to  $319 
million,  operating  earnings  fell  85% 
to  33  cents  a  share.  Yet  outgoing 
President  Benton  R.  Cancell,  who 
chose  early  retirement  at  61,  was 
understandably  hard-pressed  to  ex- 
plain the  choice  of  Richard  B. 
Madden,  42,  a  former  Mobil  Oil 
executive,  as  Potlatch  president. 

But  the  youthful-looking  Madden 
tarings  strong  credentials  to  his  new 
job.  He  holds  degrees  in  business, 
engineering  and  law.  At  Mobil  he 
worked  first  on  acquisitions,  then 
ran  a  plastics  operation,  then  be- 
came a  group  vice  president  of 
Mobil  Chemical.  Most  recently  he 
held  the  unassuming  title  of  as- 
sistant treasurer— another  stockhold- 
ers' bone  of  contention— but  was 
responsible  for   Mobil's   $1    billion- 


plus  of  investments.  And  last  year 
he  ran  Mobil's  real  estate  opera- 
tions, which  included  continuing 
development  of  a  giant  80,000-per- 
son  housing  crmiplex  in  Hong  Kong. 

Indeed,  his  real  estate  sa\vv  may 
explain  his  choice  as  president.  Pot- 
latch has  long  been  criticized  for 
under-use  of  its  assets,  including 
1.3  million  acres  of  timberland  on 
the  books  at  only  $38  million.  But 
last  vear  the  company  bought  a 
small  land  development  and  con- 
struction firm,  and  doubtless  wants 
to  imitate  other  forest  products 
companies  in  expanding  its  real 
estate  acti\ities. 

Madden's  bigger  job,  however, 
will  be  getting  Potlatch's  tradi- 
tional businesses  mo\ing  again. 
Potlatch  is  a  laggard  even  by  the 
standards  of  its  own  slow-mo\'ing 
industry.  "I'm  only  a  four-day 
president,"  he  said  last  month,  .so 
predictions  are  out.  But  the 
chances  seemed  good  that  Madden 
too  could  have  trouble  soothing 
Potlatch's  angry  stockholders.   ■ 
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How  to  arrange 

a  Private  Placement 

that  won't  clip 

your  corporate  wings 


I 


Flexibility  is  one  of  the  most  desirable 
factors  in  private  placement  financing. 
It  can  also  be  a  pitfall . . .  because  attrac- 
tive interest  rates  are  not  the  only 
negotiable  item;  the  restrictive  cove- 
nants should  also  be  designed  so  that 
they  will  not  hinder  your  company's 
freedom  to  grow.  Thus,  broad  experi- 
ence in  the  area  of  covenants  and  their 
long-term  consequences  is  crucially 
mportant. 

1.  Will  covenants  unduly  restrict 
your  alternatives  for  future  bor- 
rowings? 

2.  Will  they  hurt  your  ability  to 
issue  stock  or  obtain  additional 
equity  financing  in  the  future? 

3.  Will  they  obstruct  your  ability  to 
enter  into  long  term  leases,  or 
sale-leasebacks? 

4.  Will  they  lock  in  your  principal 
stockholders? 

5.  Will  they  permit  adequate  capital 
to  be  invested  overseas? 


How  these  questions  and  numerous 
others  are  answered  today  can  save 
your  company  costly  amendments 
five,  ten — even  twenty  years  down  the 
road.  And  since  the  private  placement 
market  is  constantly  changing,  only  a 
firm  with  day-to-day  experience  can 
put  it  all  in  perspective.  For  this  reason, 
it's  prudent  to  consult  Kidder,  Peabody 
as  a  private  placement  specialist... 
whatever  your  other  financial  ties 
may  be. 

Because  we've  negotiated  more  private 
placements  in  each  of  the  past  ten 
years  than  any  other  firm,  Kidder, 
Peabody  is  especially  equipped  to  help 
you  design  the  appropriate  security 
and  covenants  ..  .whether  your  needs 
ar£  for  debt,  equity,  realty  or  lease 
financing.  This  experience  can  also  be 
valuable  to  you  if  you  currently  need 
to  amend  your  existing  covenants. 

In  addition,  we  believe  our  corporate 
finance  department  to  be  one  of  the 


largest  of  any  investment  banking 
firm  in  the  country.  This  size  repre- 
sents outstanding  experience  in  a  wide 
range  of  industries.  As  a  result  we 
know  what  covenants  will  interest  in- 
stitutional buyers  in  current  markets. 
Most  important,  we  can  help  structure 
a  financing  to  raise  capital  on  terms 
flexible  enough  to  meet  your  changing 
and  growing  needs. 

When  your  company  contemplates  a 
private  placement,  or  an  amendment, 
start  with  a  firm  that  is  known  for 
its  creativity  in  corporate  finance — 
Kidder,  Peabody.  Please  phone  or  write 
Geoffrey  F.  Worden,  Vice  President. 


■■i  Kidder,  Peabody 
I  l&Co. 


IMimb,: 


INCORPORATED 

foKiiJtJ  1865 


20  EXCHANGE  PLACE  •  NEW  YORK,  N.Y.  lOOOS 
Boston  •  Philadelphia  •  Chicago  •  San  Francisco 
Los  Angeles  •  Atlanta  •  Dallas  and  21  other  cities 
Subsidiary  Companies  in 
London,  Paris,  Geneva,  Hong  Kong,  Beirut 


PROVIDENT    PROGRESS 

IT™"  ■""■■■  ■  -  ■•■■    '■  ■ '    ^      ''  "■■■"  ■■'■■■■■  ■     ■  ■■  •  " 

i 

LIFE    INSURANCE    IN    FORCE 
1950  $765,024,566 

1960  $2,864,221,539 

1970  s^  ..^^^^^^^     :     $10,678,660,464 

HEALTH    INSURANCE    PREMIUMS 
1950  ^        $28,637,880 

1960  $83,513,604 

1970         ,.-_.      u.,..:^^,,,,,..6...  ..--^■1     $240,950,249 


ASSETS 

1950 

$61,596,501 

1960 

$213,511,216 

1970 

.„,„,..„ ^^^^^^^ 

^»¥^     $632,496,509 


This  progress  was  achieved  entirely  by  growth  generated  within  the 
organization,  without  merger  or  purchase  of  any  company. 

Provident  Among  Nation's  Leaders 

Continuing  progress  among  all  United  States  companies 
writing  Life  Insurance  and  Health  Insurance. 

(Rankings  shown  below  are  based  on  latest  available  figures.) 

•  To  20th  from  21st  in  Total  Life  Insurance 

•  To  41st  from  42nd  in  Total  Assets 

Provident  also  Ranks    .    .    . 

•  8th  in  Group  Health  Premiums 

•  8th  in  Non-Cancellable  Health  Premiums 

•  10th  in  Total  Health  Premiums 

•  14th  in  Group  Life  Insurance 

•  17th  in  Total  Life  and  Health  Premiums 

Provident 

OMPANY     j-!S=s^ST?^^^  M»»»^'m 


LIFE     AND     ACCIDENT     INSURANCE     C 

Chattanooga 


■.jL^j^^ 


Faces  Behind  the  Figures 


The  Sensuous  Publisher 

If  you  shelled  out  $15  for  the 
812-page,  best-selling  book  The 
Rich  and  the  Super  Rich  (150.000 
copies  sold)  and  found  it  too  bor- 
ing to  read,  you've  got  a  lot  of 
company— including  Lyle  Stuart, 
the  chubby,  black-bearded  man 
who  published  it.  Stuart  couldn't 
get  past  the  third  chapter,  but 
you  might  sav  that  he  was  bored 
all  the  way  to  the  bank:  He  grossed 
$1.2  million  on  the  hard-cover  edi- 
tion plus  a  heftv  share  of  the 
$750,000  gross  on  the  paper-back 
version  (by  Bantam  Books). 

His  cunent  hit.  The  Sensuous 
Man.  has  sold  300,000  copies  in 
onlv  four  months.  Its  predecessor, 
The  Sensuous  Woman,  has  already 
netted  $3  million  for  him.  Before 
that  there  was  Naked  Came  the 
Stranger,  the  veiy  successful  sex- 
spoof  cranked  out  by  some  25 
newspapermen. 

Lvle  Stuart  has  onlv  limited 
pride  of  publishership.  He  claims 
that  he's  not  interested  enough  in 
the  subject  to  read  his  own  sex 
books,  or  most  of  his  other  books 
for  that  matter. 

Enjoying  his  affluence,  Stuart 
lives  well,  but  unconventionallv. 
He  still  keeps  his  $140-a-month 
BrooklviT  apartment,  but  vacations 
in  a  i0.5-acre  estate  he  built  in 
Jamaica,  W.I.  He  loves  to  gam- 
ble, but  drives  a  pint-sized  car. 
Stuart  says  he  never  finished  high 
school,  worked  at  odd  jobs  and 
ended  up  as  a  reporter  for  the 
now  defunct  International  News 
Ser\ice.  He  free-lanced  for,  among 
others,  Walter  Winchell  and  the 
American  Medical  Association. 

In  a  sense,  Stuart  owes  it  all  to 
Walter  Winchell,  his  onetime  boss. 
In  the  earlv  Fifties,  Stuart  ran  a 
muckraking  weekly  called  Tlie  In- 
dependent wherein  he  frequently 
attacked  the  fast-talking  gossip 
columnist.  When  Winchell  at- 
tacked back,  Stuart  sued  for  hbel. 
With  $8,000  of  the  setdement  he 
published  his  first  book,  a  how-to 
medical  tome  called  Pulse  Test.  As 
a  publisher  Stuart  has  not  exactly 
avoided  controversv.  He  published 
Fidel  Castro's  book,  History  Will 
Absolve  Me  (and  was  once  trea- 
surer of  the  pro-Castro  Fair  Play 
for  Cuba  Committee,  though  Stuart 
insists  he  is  "a  strong  anti-Com- 
mimist").  A  Stuart  book  blasting 
U.S.     policies    in     Latin    America 


called  The  Shark  and  the  Sardines 
precipitated  a  Senate  investigation. 
He  has  published  a  string  of  sex 
books  by  Dr.  Albert  Ellis,  including 
Set  Without  Guilt. 

Stuart  claims  his  firm  grossed 
$8  million  last  year,  netted 
$600,000  after  taxes.  If  those  fig- 
ures are  correct,  Lyle  Stuart  must 
have  one  of  the  highest  profit  ra- 
tios in  book  publishing.  Highly  prof- 
itable Harcourt  Brace  Jovanovich, 
Inc.,  for  example,  netted  only  6 
cents  on  the  sales  dollar,  vs. 
Stuart's  10  cents. 

There  are  several  secrets  to  Stu- 
art's success.  One  is  that  he  re- 
stricts himself  to  gut  topics:  mon- 
ey, sex,  health,  crime.  When  Stuart 
senses  a  winner,  he  advertises  heav- 
ily in  advance  of  publication  to 
create  a  demand  for  the  book;  most 
other  publishers  spring  with  pro- 
motion money  only  after  a  book 
has  already  made  the  best-seller 
lists.  Sometimes  it  doesn't  work. 
Stuart  spent  $50,000  a  couple  of 
years  ago  trying  to  generate  ad- 
vance demand  for  The  Bashful 
Billionaire,  billed  as  the  unau- 
thorized biography  of  Howard 
Hughes.  The  book  bombed.  But 
on  many  others  he  has  obviously 
been  successful. 

The  Sensuous  Woman  was  writ- 
ten in  just  six  weeks  by  a  former 
employee  he  had  fired  because 
"she  froze  in  front  of  a  typewriter." 
He  promoted  the  book  widi  the 
teaser  line  "the  author  of  this  book 
is  not  especially  pretty."  (Her  as- 
signment from  Stuart:  "I  want  you 
to  make  oral  sex  respectable.") 
With  his  sense  of  publicity,  Stuart 
waited  to  reveal  the  hoax  author- 
ship of  Naked  Came  the  Stranger 
until  the  right  moment,  thus  turn- 
ing a  merely  good  seller  into  a  best 
seller. 

Where  does  Stuart  go  from 
here?  A  movie  based  on  The  Sen- 
suous Woman  is  in  the  works  and 
Stuart  thinks  it  could  bring  the 
total  gross  from  the  book  to 
around  $30  million.  In  1969  Stuart 
raised  $500,000  by  selling  20%  of 
his  company  (plus  options  on 
another  12%)  to  Wall  Street's  Carl 
Marks  &  Co.  Because  his  Wall 
Street  backers  may  want  their  mon- 
ey out,  Stuart  is  considering  going 
public.  Perhaps  he  had  better 
hurry.  The  market  for  how-to  sex 
books  could  top  out  one  of  these 
days.  But  if  it  doesn't,  Stuart  can 
expect  plenty  of  competition.  ■ 


Stuarf  of  Lyle  Stuart 
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Faces  Behind  the  Figures 


Black  Capitalism;  Black  Ink 

For  all  the  talk  about  black  capi- 
talism, there  has  been  precious 
little  of  it  in  practice.  Still,  being 
black  can  be  an  advantage  in  busi- 
ness—provided you  know  what  you 
are  doing.  Just  look  at  the  case  of 
Mildren  Montgomery,  42. 

A  biochemist  by  training,  Mont- 
gomery had  risen  to  be  vice  presi- 
dent of  operations  at  Dallas'  Sam- 
uels &  Co.,  a  meatpacking  firm. 
Two  years  ago,  Samuels  went 
broke  and  closed  down.  Instead  of 
just  looking  for  another  job,  Mont- 
gomery decided  to  try  reviving  his 
old  company.  He  beat  the  bushes 
in  Dallas  for  capital,  supporting 
himself  in  the  meantime  by  driving 
a  taxicab.  Montgomery  is  frank 
about  one  thing:  He  used  the  fact 
that  he  was  black  for  all  it  was 
worth.  In  Dallas,  it  was  very 
slow  going  at  the  start:  He  got  a 
$30,000  loan  from  Sam  Wyly's  Uni- 
versity Computing  Co.  and  some 
equity  capital  from  a  Dallas 
Catholic  church.  Then  he  traveled 
north  and  east. 


Montgomery  of  Garland  Foods 

"I  certainly  used  the  fact  that 
I  was  black  in  my  appeal,"  he 
says.  "My  job  was  less  difficult 
where  there  had  been  racial  tur- 
moil and  people  realized  the  value 
of  creating  employment  in  the  ghet- 
to areas."  Nevertheless,  it  took 
Montgomery  16  months  to  raise 
his  $590,000  in  equity  capital  plus 
additional   loans.    In   the   end,   the 


biggest  share  of  the  equity  capital 
came  from  Dallas'  First  National 
Bank.  "Many  of  the  bankers," 
Montgomery  says,  "had  heard  all 
abouf  black  capitalism  but  they'd 
never  met  anybody  black  who  knew 
the  first  thing  about  money." 

•  In  addition  to  money,  Montgom- 
ery needed  business.  The  Defense 
Department  turned  down  his  bid 
for  a  government  contract,  but  he 
went  over  their  heads  to  the  White 
House.  Result:  a  $5-million-a-year 
order  for  canned  hams.  He  also 
lined  up  A&P  and  Safeway. 

Last  September,  Montgomery  re- 
opened the  plant  under  the  name 
Garland  Foods.  He  is  now  doing 
business  at  a  $12-million-a-year 
clip  and  says  it  is  profitable.  The 
plant  employs  180  people,  most  of 
them  blacks.  Production  has  shift- 
ed from  a  broad  line  of  meat  prod- 
ucts to  higher-margined  specialty 
items,  especially  canned  and 
smoked  hams.  If  Montgomery 
makes  a  go  of  it,  it  will  be  because 
he  is  a  good  businessman,  not  be- 
cause he  is  black.  But  the  color  of 
his  skin  didn't  exactly  hurt.  ■ 


Superweapon 

Thomas  W.  Richards  is  interested 
in  buying  land— as  who  isn't  these 
days— but  not  for  investment  or  as 
an  inflation  hedge.  He  wants  to 
preserve  it  from  developers  and 
bulldozers.  Richards,  44,  is  presi- 
dent of  Nature  Conservancy,  a 
nonprofit  outfit  that  last  year  deed- 
ed land  valued  at  $5.4  miUion  to 
park  services  or  private  conserva- 
tion groups,  while  acquiring  new 
land  by  gift  or  purchase  valued 
at  $21  miUion.  How  does  Na- 
tuie  Conservancy  fight  "progress"? 
Richards  replies  with  a  slogan: 
"We  use  the  superweapon  of  to- 
day—money." 

Though  t\vo  decades  old.  Na- 
ture Conservancy  really  got  roll- 
ing in  the  late  1960s.  Richards 
came  in  as  president  in  1968  from 
IBM,  where  he  was  a  department 
manager.  "Wc  have  the  same  skills 
here,"  he  says,  "that  you  would  as- 
.semble  to  svndicate  a  building  or 
put  up  a  high-rise."  It  has  also 
learned  to  move  as  fast  as  a  com- 
mercial developer. 

"Wassaw  Island  in  Georgia,"  he 
says,  fondly  recalling  a  coup,  "is 
10, .500  acres  of  pristine  barrier  is- 
land.   Some    230    heirs    owned    it, 


and  it  was  managed  bv  a  trust. 
They  said  they  would  sell  it  to  us 
for  $1  million.  But  there  were  po- 
litical figures  who  wanted  it  for 
development.  We  found  a  gracious 
lady,  now  deceased,  who  made  a 
gift  of  3,000  shares  of  IBM  stock 


Richards  of  Nature  Conservancy 
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that  we  sold  for  $1  million.  We 
bought  the  island,  held  it  a  half 
hour  and  gave  it  to  the  Bureau  of 
Sport  Fisheries  and  Wildlife  with 
all  kinds  of  covenants  to  presei"ve 
its  pristine  nature." 

While  such  gifts  have  increased 
Nature  Conservancy's  assets  from 
$12  million  to  over  $41  million  in 
three  vears,  a  full  75%  of  the  do- 
nations are  nonliquid  land  grants. 
The  remaining  cash  goes  to  ac- 
quire still  more  land;  operating 
expenses— $710,000  last  vear— are 
met  to  a  great  extent  by  individ- 
ual gifts  and  grants  from  founda- 
tions. Also,  the  Ford  Foundation 
guarantees  Nature  Conser\ancy's 
$6-million  line  of  credit. 

With  ecology  consciousness  ris- 
ing like  sap  in  spring,  Richards 
would  seem  to  be  in  on  a  growth 
"industry."  Of  course,  Richards 
does  not  think  in  growth  terms, 
believing  rather  that  the  U.S.  econ- 
omv  must  move  toward  a  steady 
state  to  avoid  the  deterioration 
wreaked  bv  rapid  growth.  And 
with  what  social  consequences?  "I 
don't  know  if  the  boy  in  the  ghet- 
to will  be  better  off  or  not,"  says 
Richards,  "but  I  am  inclined  to 
bclie\'e  the  air  he  breathes  might 
be  a  little  cleaner."  ■ 
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THE  JOLLY  RICH  GIAHT. 

No  one  is  surprised  at  the  way  most  magazines  react  to  televi- 
sion.The  electronic  medium's  share  of  advertising  dollars  is  giant-sized. 

We  are  not  most  magazines.  Television,  we  concluded  a  long 
time  ago,  was  here  to  stay.  And  the  need  to  know  more  about  it  would 
grow.  We  set  out  to  fill  that  need. 

By  keeping  an  editorial  eye  on  television,  its  people,  its  prob- 
lems and  its  impact  on  the. way  we  live,  we  have  grown.  Steadily  and 
naturally.  Today,  almost  33.8  million  adults  consider  TV  Guide  essential 
reading. 

It  is  impossible  to  find  a  special  interest  magazine  with  so  broad 
a  consumer  franchise.  Or  with  so  many  markets  of  opportunity  for 
advertisers.  We  work  for  distilled  spirits  advertisers  who  do  not  ad- 
vertise on  television.  We  work  for  automotive  advertisers  who  are  on 
television  all  the  time. 

The  fact  is,  TV  Guide  fits  in  your  mix.  With  massive  market 
reach  and  just  about  the  best  ad  readership  your  dollar  can  buy. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 

Sell  with  the  one  that's  selling. 


'  loarces:  Simmons,  Starch . 
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Merrill  Lynch  is  bullish 

on  an  industry 

that's  turning  paper  into  profits. 


Publishing. 

We  know 
certain  compa- 
nies that  are 
still  selling  way 
below  their  peak 
prices  of  the  late 
sixties.  What's 
more,  our  stock 
analysts  have  spotted  some  trends  that  make 
us  think  these  companies  can  boost  their 
earnings. 

Not  everybody  on  Wall  Street  agrees 
with  us.  But  we  think  the  combination  of  de- 
pressed prices  and  possible  higher  earnings 
makes  for  a  pretty  bullish  picture. 

Contrary  to  what  a  lot  of  people  think, 
newspapers  are  not  dead. 

Fact:  12  more  dailies  were  publishing  in 
1970  than  in  1946. 

Fact:  Retail  advertising  in  newspapers 
(the  newspapers' bread  and  butter)  is  growing 
at  a  faster  rate  than  national  advertising. 

With  today's  higher  advertising  and  sub- 
scription rates,  newspapers  should  have  good 
news  for  their  shareholders  on  their  1971  in- 
come statements. 

Meanwhile,  the  mass  circulation  maga- 


zines have  finally 
started  facing  up  to 
their  problems. 
g^.  They've  cut 
back  on  produc- 
tion costs  and 
made  subscrip- 
tion lists  more 
attractive  to 
national  advertisers.  If  lineage  goes  up,  and 
we  think  it  will,  the  magazines'  ink  should 
flow  black  instead  of  red. 

Our  analysts  are  also  bullish  on  certain 
textbook  publishers.  The  key  to  this  trend  is 
the  growth  of  junior  colleges.  They're  helping! 
more  kids  get  to  college  than  ever  before.  Ini 
fact,  college  enrollments  are  expected  to 
increase  50percent  by  1980. 

If  you'd  like  to  see  our  specific  recom-j 
mendations  in  newspaper,  magazine  and: 
book  publishing,  talk  to  a  Merrill  Lynch 
Account  Executive. 

If  we're  right  about  these  companies,  itj 
won't  mean  that  we  spot  all  the  trends.  No[ 
body  does.  But  we  do  have  twice  as  man>| 
analysts  looking  for  them  as  any  othei| 
broker. 


We  figure  that  puts  the  odds  in  our  fa' 


i 


Merrill  Lynch:  We  look  for  the  trends. 

MoitUl  Lynch.  Pi«rc«,  Feoner  &  Smith  Inc.  For  nearott  ofllce  ckU  toUfrM  600-243-6000.  la  Connecticut  call  600-M2-06SS. 
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The  Forbes  Index 


preliminary 


"  Perioa  oi  economic  Hecession  as  aetinei 
by  Nattonai  Bureau  ot  Economic  Researc^_ 


MAR 129.0 

APR 127.8 

MAY    126.1 

JUNE   125.8 

JULY 127.2 

AUG 126.4 

SEPT 125.4 

OCT 122.0 

NOV 119.5 

DEC 119.6 

JAN 122.2 

FEB 125.0 

MAR 131.3 

APR.(prel.)  ..134.1 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering'' 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept   of  Labor  initial  unemployment  claims) 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Costlier  Credit 


Ix  was  just  about   a  year  ago  when 
Interest    rates,    l)()tli    short-term    and 
long-term,    reached    heights    that   had 
not  been  seen  in  this  country  during 
the  Hfetime  of  any  one  of  us.  Prime 
'  onds  were  seUing  at  prices  to  yield 
.5%  while  short-term  bank  credit,  if 
availaljle,  cost  well  over  10^,  depend- 
ing   on    conipensatorv    balances    de- 
manded by  the  banks.  We  came  dan- 
;erously  close  to  a  credit  crisis.  Thank 
od  (or  Dr.  Burns),  it  didn't  happen. 
Nine  months  later  the  banks  were 
awash    with    money."    Interest    rates 
»n  prime  bonds  fell  below  7%.  Con- 
litions  in  the  credit  markets  were  re- 
aming    to     normal     it     seemed,     al- 
hough    a    few    economists    predicted 
ben  that  interest  rates  would  be  ris- 
again    before   long.    Indeed   thev 
but  for  reasons  that  were  not  in 
economists'  blueprints. 
According  to  the  program,  the  busi- 
is  recovery  was  supposed  to  be  well 
oder  way   by   this   spring,    and   the 
edit  needs  for  this  expanding  econ- 
y      would      almost      automatically 
jiuse    a    tightening    of    credit    condi- 
jons.  But  it  didn't  work  out  that  way. 
o  be  sure,  within  the  last  month  or 


I  Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Jck  Exchange  firm  of  Havenfield  Corp. 


two  credit  has  once  again  become 
much  more  expensive— yet  the  over- 
all economy  is  limp  rather  than  strong. 

With  the  benefit  of  20-20  hind- 
sight, it  is  quite  clear  what  happened. 
Ha\ing  been  scared  to  death  by  last 
vear's  near  crisis,  all  credit-worthy 
corporations  hastened  to  replace  their 
bank  loans  by  long-term  debentures. 
That  made  the  banks  very  liquid,  but 
it  overwhelmed  the  bond  market  with 
new  offerings— by  the  billions.  Short- 
term  money  rates,  which  always  are 
highly  sensitive,  dropped  to  3V4%  for 
90-day  Treasury  bills  in  March.  As 
this  was  far  below  the  prevailing  mon- 
ey rates  in  Europe,  money  went 
across  the  Atlantic  to  earn  a  higher 
return.  This,  obviously,  was  one  of 
the  factors  which  contributed  to  the 
Eurodollar  dileinma  last  month. 

No  one,  unfortunately,  has  an  ex- 
planation why  our  economy  has  been 
so  slow  in  responding  to  a  rather  mas- 
sive monetary  stimulation.  We  should 
remember,  however,  that  we  are 
dealing  with  some  200  million  human 
beings,  and  they  just  can't  be  turned 
off  and  on  like  a  spigot.  While  the 
income  is  there,  it  apparently  takes 
time  to  rebuild  the  confidence  neces- 
sary to  translate  the  potential  buying 


power  into  actual  spending.  I'm  quite 
sure  it's  coming,  but  it  certainly  has 
been  unexpectedly  slow  in  coming. 

The  stock  market  does  not  like  high 
interest  rates,  and  it  likes  rising  inter- 
est rates  even  less.  An  ultra-safe  bond 
yield  of  8.5%  is  tough  competition  for 
stocks  regardless  of  inflation.  The 
temptation  is  great  and  growing,  par- 
ticularly for  pension  funds,  at  least 
partially  to  quit  the  rat  race  in  com- 
mon stocks  and  to  seek  the  assured 
return  on  high-grade  bonds.  After  all, 
you  just  can't  put  all  your  money  into 
the  Avons,  IBMs  or  Walt  Disneys. 

The  renewed  rise  in  interest  rates 
certainly  has  knocked  the  starch  out 
of  the  utilifij  stocks,  a  group  which  I 
recommended  to  conservative  inves- 
tors some  ten  years  ago  under  the 
heading  "Growth  Without  Fear." 
They  kept  growing  alright— in  rev- 
enues, earnings  and  dividends,  year 
after  year,  and  there  is  still  no  reason 
for  fear.  But  even  the  best  growth  util- 
ities no  longer  command  the  high 
multiples  and  corresponding  low  divi- 
dend yields  with  interest  rates  as  high 
as  they  are  now. 

The  foregoing  comments  should  not 
be  interpreted  as  reflecting  any  dis- 
enchantment on  my  part  with  the  out- 
look for  common  stocks.  I  remain  con- 
fident that  we  will  see  higher  stock 
prices,  probably  substantially  higher, 
within  the  next  six  to  12  months.  The 
recent  corrective  decline  was  neces- 
sary and  overdue,  and  the  rise  in  in- 
terest rates  as  well  as  the  Eurodollar 
crisis  provided  the  appropriate  trig- 
ger meclianism.  Furthermore,  when 
stocks  like  Commercial  Solvents  and 
Dentsply,  companies  with  most  unin- 
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SpeeisI  lnfN>4uetoty  IMOfkt! 

Value  Line  for  the  next 
three  months  for 

only  75 


(REGULAR 
RATEH9) 


•  RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 

•  REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 

•  BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1300  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  In  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 

•  SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 
1300  stocks,  at  the  rate  of  about  100  a  week,  which  will  replace 
and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 
a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 
"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 
SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 
market,  advice  on  investment  policy,  in-depth  analyses  of  especially 
recommended  stocks  and  special  situations,  the  Value  Line  market 
averages,  and  other  features. 

•  MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 
to  be,  you  may  return  the  material  we  send  you  within  30  days 
for  a  full  and  unquestioned  refund  of  your  $25. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

LJ Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber, 
[^i  v*ould  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 
Service  for  $189. 


I    I  Payment  enclosed 
Q  Bill  me 

Signature 


If  dissatisfied  for  any  reason,  I  may  return  the  materia! 
within  30  days  and  my  money  will  be  refunded. 
N.Y.C.  residents,  please  add  6%  sales  tax;  other  N.Y. 
state  residents,  add  applicable  tax. 


Namelol 

ease  print) 

Address 

1613 

City 

state 

Zip 

(No 

issignrPtnt  of  this 

agreement 

will  be  made 

without  subscriber's 

consent.) 

spiring  lecorcLs,  run  wild,  it  is  high 
time  tor  the  wrist-slapping  of  greedy 
gamblers.  Tlie  bull  market  will  last 
longer  it  excesses  are  squashed  be- 
fore they  become  contagious. 

Shopping   List 

Within  the  next  few  weeks  the 
stock  rnarket  correction  may  be  more 
or  less  completed  and  be  followed 
by  the  traditional  summer  rally.  The 
advance  should  gain  sustenance  from 
second-quarter  profit  reports  which 
are  most  likely  to  compare  favorably 
not  only  with  the  depressed  levels 
of  a  year  ago,  but  also  with  this 
year's  first  quarter.  It  will  lead,  I  be- 
lieve, to  a  general  raising  of  earnings 
projections  for  1971  and  beyond.  And 
while  an  8.5%  bond  yield  looks  tempt- 
ing when  the  market  is  in  an  unhappy 
frame  of  mind,  the  desire  to  make 
capital  gains  revixes  very  quickly. 
That's  why  individual  investors  rare- 
ly stay  wedded  to  bonds  for  long. 

My  shopping  list  of  investment- 
grade  stocks  still  includes  such  giants 
as  GM,  GE  and  Wesiingliouse. 
Among  the  oils.  Royal  Dutch  seems 
an  excellent  value  at  barely  ten  times 
probable  1971  earnings,  and  I  also 
fax'or  Phillips  Petrolcinn,  which  has 
just  started  producing  oil  in  the  North 
Sea.  None  of  the  food  stocks  are  par- 
ticularly cheap,  but  stocks  like  Bea- 
trice Foods  or  Nabisco  deserve  con- 
sideration. For  broad  coverage  of  the 
Canadian  economy,  I  suggest  Canadi- 
an Pacific  (to  be  split  5-for-l).  hi  the 
financial  sector,  I  propose  USLIFE, 
whose  earnings  growtli  is  impressive. 
In  the  industrial  field  my  selections 
include  Magnavox,  Perkin  Elmer, 
PPG  Industries,  Caterpillar,  Clark 
Equipment  and  Ingersoll-Rand. 

Remember  Endicott  Johnson,  the 
big  shoe  maker  and  retailer,  which 
was  too  rich  to  die,  but  unable  to 
earn  a  fair  return  on  its  capital?  Well, 
E]  is  now  being  run  by  McDotwugh 
Co.,  and  the  new  management  seems 
to  be  able  to  turn  it  around. 

McDonough  had  been  successful 
as  a  maker  of  hand  tools  and  lawn 
and  garden  equipment  as  well  as  of 
concrete  and  cement  in  the  fast- 
growing  Houston  area.  Profits  in  the 
fiscal  year  ended  Jan.  .31,  1971  were 
at  a  peak  of  $2.61  a  share.  The  first 
cjuarter  of  tlie  current  year  started 
with  a  bang-99  cents  a  sliare  vs.  49 
cents  for  the  corresponding  period  a 
year  ago.  If  Endicott  Johnson's  opera- 
tions can  be  improved  further,  Mc- 
Donougli  should  earn  a  rich  reward. 
Tlie  stock,  around  37,  is  an  attractive 
speculation.  A  nominal  dividend  rate 
of  40  cents  is  being  paid.   ■ 

Mr.  Hooper  is  in  Europe.  His  col- 
umn ivill  he  in  the  next  issue. 
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ARE  NO-LOAD  FUNDS 
A  BARGAIN? 

From  the  standpoint  of  getting  your  dollars' 
worth,  FundScope,  thie  monthly  mutual 
fund  magazine,  compares  BUYING  COST 
(sales  commission)  with  PERFORMANCE 
RESULTS  and  comes  up  with  some  very 
significant  information.  At  a  glance  you 
can  see  the  top  performers  for  Growth,  for 
Stability,  for  Income. You'll  see  exactly  how 
the  5  top  No-Load  funds  compare  with  the 
5  top  Load  funds  for  various  significant 
periods. 

Packed  with  factual  data,  FundScope's 
exclusive  report  reveals  which  No-Load 
funds  are  a  "bargain"  and  which  are 
"expensive."  Learn  from  FundScope,  a 
thinking  man's  guide  to  mutual  tunds,  how 
to  avoid  "hidden  costs"  and  make  a  pur- 
chase of  mutual  funds  a  bargain  . . .  not 
false  economy.  This  44-page  special  anal- 
ysis is  yours  with  a  Trial  Subscription. 

WHICH  FUNDS  WERE 

TOP  PERFORMERS?? 

FundScope,  a  thinking  man's  guide  to 
mutual  funds,  takes  a  cold  hard  look  at  the 
performance  records  of  mutual  funds  and 
comes  up  with  some  eye-opening  data. 

This  dynamic  survey  ranks  performance 
results  for  each  year  1963  through  1970. 
You  may  be  surprised  to  learn  that  only 
Iwo  funds  hit  the  TOP  10%  in  five  of  the 
eight  years,  one  fund  made  the  TOP  10% 
in  four  of  the  eight  years,  twelve  funds 
made  the  TOP  10%  in  three  of  the  eight 
yea;-s.  FUNDSCOPE  NAMES  ALL  THESE 
FUNDS  as  well  as  the  above-average  and 
below-average  performers.  Twenty-two 
funds  were  above-average  in  6  of  the  8 
years;  52  in  5  of  the  8  years.  This  44-page 
survey  is  yours  with  a  Trial  Subscription. 

A  THINKING  MAN'S  GUIDE 

TO  MUTUAL  FUNDS 

Performance  results  alone  may  be  very 
ieceptive.  With  hundreds  of  mutual  funds 
0  choose  from,  you  can  make  an  intelli- 
lent  selection  only  if  you  dig  behind  the 
ecord.  For  example,  what  changes  have 
occurred  in  management,  investment 
j'bjective  and  investment  policy?  Fund- 
•icope  gives  you  this  vital  information, 

aving  you  tedious  hours  of  research. 
For  the  successful  investor  and  alert 

rofessional:  in  FundScope  you  will  find 

^erything  you  need  to  know  about  Mutual 

jnds. 


WHICH  FUNDS 

PERFORMED  WELL  IN  UP 

AND  DOWN  MARKETS? 

Growth  without  excessive  fluctuations  in 
price  is  an  investment  objective  which 
appeals  to  many  people. 

In  a  FundScope  survey  of  over  400 
mutual  funds,  only  29  performed  above- 
average  in  both  the  1966-1968  bull  market 
and  the  1969-1970  bear  market.  Nine  of 
these  29  "middle-of-the-road"  funds  were 
TOP  PERFORMERS  for  the  1966-1970 
bear  market  round-trip!  FundScope  names 
these  funds.  This  16-page  exclusive  sur- 
vey is  yours  as  a  bonus  with  a  Trial  Sub- 
scription to  FundScope,  in  its  13th  year. 


HOW  DOES  FUNDSCOPE 
RATE  YOUR  FUND? 

FundScope,  the  monthly  mutual  fund  mag- 
azine, uncovers  data  that  will  startle  many 
fund  shareholders. 

For  example,  of  over  400  mutual  funds 
rated  by  FundScope.  only  13  are  rated 
above-average  for  Growin-nicome-Stabil- 
ity  combined.  Not  one  is  a  balanced  fund. 
Of  the  13,  3  are  Growth  funds;  8  are 
Growth-Income  funds;  2  are  Income 
funds.  Two  of  the  13  are  No-Load  funds.. 

This  is  just  one  example  of  the  surprises 
in  store,  for  you  in  FundScope's  44-page 
analysis,  "Mutual  Fund  Performance, 
Rated  by  Investment  Objective,"  yours 
with  a  Trial  Subscription. 


You  receive  these  4  bonus  reports  plus  — 


In  each  monthly  issue  of  FundScope, 
featured  articles  cover  subjects  of  vital 
interest  to  mutual  fund  shareholders  and 
professionals;  Everything  you  want  to 
know  about  mutual  funds.' 

Objective,  unbiased  in-depth  reviews  of 
selected  mutual  funds  appear  regularly 
each  month.  Performance  results  are 
updated  each  month.  Special  tabulations 
and  analyses,  of  timely  significance  to  your 
pocketb'ook,  are  frequently  published 
throughout  the  year.  FundScope's  mutual 
fund  coverage  is  by  far  the  most  compre- 
hensive available  to  the  public.  During  the 
past  year,  each  monthly  issue  averaged 
784  pages  per  issue!  No  other  publication 
approaches  this  exhaustive  mutual  fund 
coverage. 

MONEY  BACK  GUARANTEE 

You  must  agree  that  no  other  mutual  fund 
publication  is  like  FundScope,  that  Fund- 
Scope  is  packed  with  valuable  exclusive 
information  not  available  elsewhere  at  any 
price,  that  you  must  read  FundScope  to 
make  informed  and  intelligent  decisions 
when  investing  in  mutual  funds,  or  return 
your  first  package  within  ten  days  and  your 
payment  will  be  refunded  immediately 
without  question. 


SPECIAL  TRIAL  OFFER 

(new  trial  subscribers  only) 

Send  just  $17  for  a  3-month  trial  subscrip- 
tion to  FundScope.  You'll  receive: 

1)  The  1971  fMutual  Fund  Guide.  The  new 
Bible  of  the  fund  industry  used  by  inves- 
tors, brokers  and  money  managers  in  all 
50  states  and  in  67  foreign  countries.  A 
484-page  fact-filled  book,  with  all  the  vital 
information  you  need  on  456  U.S.  mutual 
funds,  saving  you  hours  of  tedious 
research  (THIS  GUIDE  ALONE  SELLS 
FOR  $15.) 

2)  You'llalso  receive  FundScope's  June, 
July  and  August  issues. 

3)  PLUS  the  4  bonus  reports:  "Are  No- 
Load  Funds  A  Bargain?";  "Which  Funds 
Were  Top  Performers?";  "Which  Funds 
Performed  Well  In  Up  And  Down  Mar- 
kets?"; "How  Does  FundScope  Rate  Your 
Fund?"  ALL  YOURS  WITH  A  TRIAL 
SUBSCRIPTION. 

ACT  NOW:  MAIL  YOUR  $17  TODAY,  or  if 
you  prefer  the  above  offer  with  a  full 
money-saving  14-month  subscription, 
send  $50  (10-day  returnable  guarantee). 
Include  ZIP.  Not  available  in  book  stores 
or  news  stands. 


NOTE:  FundScope  does  not  sell  mutual  funds  or  have  any  connection  whatsoever  with 
any  fund  or  related  company.  No  salesman  will  calL 


FundScope 


Dept.  F-16,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  California  90067 


T.ROWE  PRICE 
GROWTH  STOCK 
FUND.  INC. 

I.   1950 

A  NO-LOAD  FUMD 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc, 

One  Charles  Center,  Dept  A6 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


Ifuou  have  $20,000 
in  the  stock  market, 

let  me  manage 
half  of  it  for  one  year. 


¥ 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet,  "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

7918  Ivanhoe  Avenue, 

(P.O.  Box  351)  Dept.  2-6-1 

La  Jolla,  California  92037. 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz   , 


Of  Time  And  Money 


By  the  end  of  last  month,  investors 
could  look  back  on  four  weeks  of  fall- 
ing stock  prices,  a  novel  experience 
after  fi\'e  months  of  broad  market 
strength  that  was  never  interrupted 
by  setbacks  lasting  more  than  four 
trading  days.  Quite  naturally,  this 
change  of  pace  was  accompanied  by 
a  distinct  cooling  of  the  investment 
climate.  However,  the  word  had  all 
along  been  that  the  bull  market  was 
still  "too  young"  for  reaction  risks  to 
exceed  some  5%  in  the  Dow  Jones  in- 
dustrials. So  no  one  seemed  unduly 
worried  when  the  Dow  dropped  to 
900,  just  about  5%  under  its  Apr.  28 
high  (958)  for  the  bull  market  to  date. 

As  Forbes  readers  know,  I've  long 
been  questioning  that  a  correction  of 
the  wide  advance  from  the  May  1970 
bear-market  lows— 330  Dow  points,  it 
turned  out  to  be— could  at  this  stage 
be  held  to  a  mere  5%  decline.  That 
would  retrace  barely  one-sixth  of  the 
advance,  whereas  one-fourth— or  over 
80  points— would  be  a  minimum  tech- 
nical expectancy.  At  press  time  this 
view  has  not  yet  been  borne  out  by 
events,  but  the  many  reasons  I  cited 
for  it  in  recent  columns  still  seem 
thoroughly  valid. 

What's  more,  despite  last  month's 
drop,  which  has  made  many  stocks 
look  a  good  deal  cheaper,  I  can't  find 
evidence  of  the  kind  of  new  buildup 
in  the  general  market's  technical 
strength  that  I  would  expect  to  see 
in  the  final  phase  of  an  adequate  re- 
action. And  I  still  think,  as  I  did  on 
June  1,  that  the  Dow  ought  to  drop 
not  much  less,  and  perhaps  somewhat 
more,  than  10%  (from  958)  to  make 
the  overall  stock  price  level  look  new- 
ly inviting  relative  to  long-term  high- 
grade  corporate  bond  yields  averag- 
ing over  7.5%  a  year  (with  many 
new  issues  available  at  rates  over  8% ) . 

Let  me  hasten  to  say  that  I  con- 
tinue to  think  the  bull  market  will  in 
time  carry  the  Dow  well  into  the 
1000-1100  zone  (maybe  eventually 
higher,  but  I  doubt  one  can  or  should 
have  strong  convictions  on  this  score 
now).  That  left,  say,  100  Dow  points' 
appreciation  potential— little  more 
than  10%-t()  l)e  einisaged  at  the 
April  high,  and  about  150  points— or 
somewhat   over    15%-late   last   month 

Mr.  SchuIz  is  a  partner  In  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


at  Dow  900.  But  even  that  15%  could 
look  good,  relative  to  the  safe  7.5%- 
8%  annual  return  from  high-grade 
bonds,  only  if  it  could  be  realized  in 
much  less  than  one  year,  which  struck 
me  as  a  pretty  iffy  proposition.  On 
the  other  hand,  from  Dow  875— pro- 
vided you're  still  bullish  if  the  market 
drops  that  far— you  could  visualize 
something  like  a  20%  appreciation 
potential.  That  would  be  a  little  more 
worth  shooting  for,  if  one  is  basically 
stock-minded,  even  though  it  might 
take  most  of  a  full  year  to  make  good. 
From  around  Dow  850,  however,  you 
might  have  a  shot  at  a  200-point,  or 
25%,  advance— more  than  thiee  times 
recent  annual  bond  yields  and  thus  a 
potential  worth  waiting  more  than  a 
year  to  be  realized. 

Time,  in  other  words,  as  usual  is 
money,  more  so  when  bond  yields  are 
high  and  rising.  In  the  present  situa- 
tion, incentives  to  buy  common  stocks 
(except  perhaps  some  that  already 
have  had  sharp  corrections)  at  or 
above  Dow  900  seem  far  from  over- 
whelming because  adequate  profit- 
ability hinges  on  relatively  fast  ap- 
preciation. On  the  other  hand,  as  the 
average  drops  toward  850,  incentives 
to  buy  should  rise  as  the  time  factor 
in  the  profitability  estimate  becomes 
progressively  less  cruc'al. 

The   Key   Factor 

As  I  see  it,  what  happens  to  bond 
yields  will  largely  determine  whether 
the  reaction  from  the  April  highs 
ends  nearer  Dow  900  than  850.  If 
bond  yields  continue  to  rise,  I  would 
look  for  a  reaction  low  in  the  neigh- 
borhood of  850;  if  they  soon  come 
down  from  last  month's  peaks  (AA- 
rated  utilities  somewhat  above  8$, 
for  example)  the  stock  market  could 
bottom  nearer  875.  I  doubt  things 
would  get  much  worse  than  that. 
This  is  not,  after  all,  1969  or  1970. 
To  be  sure,  the  Federal  Reserve  wiD 
probably  be  aiming  from  here  on  for 
a  much  more  moderate  rate  of  growth 
in  the  money  supply  than  the  ex- 
travagant expansion  seen  during  the 
past  few  months,  but  tliere  is  now  no 
prospect  of  a  credit  crunch  or  a  li- 
quidity squeeze. 

On  the  contrary,  the  Fed  is  still  on 
the  stock  market's  side,  in  the  sense 
that  it  can  be  expected  to  do  its  ut- 1 


64 


FORBES.  JUNE  15,  197J 


How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000— on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  SI 00  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year  "performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dept.  0-9.1 

THE  Danforth  Associates 

Wellesley  hills.  Mass.,  U.S.A.  o2i8i 

Investment  Management    .    Incorporated  1936 


There's 

Power  to  Spare 

in  the 
Mountain  West 


There  is  ade- 
quate power 
now,  adequate 
low-cost  fuel 
now.  and  con- 
struction of 
plenty  of  addi- 
tional generating 
capacity  is  underway. 

Also  . .   we  have 
strong  interconnec- 
tions with  huge 
power  pools  in  other 
areas— |ust  in  case. 


The  Folks  at 

UTAH  POWER  &  LIGHT  CO. 

A  Growing  Company  in  tne  Growing  West    ■ 
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most  to  keep  the  emerging  business 
recovery  horn  aborting.  And  that 
means  the  Fed  has  a  stake  in  keeping 
both  short-term  and  long-term  inter- 
est rates  from  going  through  the  roof; 
recent  high  bond  yields  have  already 
pulled  up  mortgage  rates,  a  trend 
that  could  pose  a  serious  threat  to  a 
building  boom,  which  is  generally 
regarded  as  one  of  the  keys  to  a  gen- 
erol  economic  e.xpansion. 

The  Fed's— and  the  Administration's 
—presumably  supportive  posture  is,  in 
my  opinion,  a  basic  reason  for  think- 
ing that  the  bull  market  in  common 
stocks  is  still  on.  But  its  extraordinary 
11-month  advance  from  the  May 
1970  lows  has  also  sapped  the  mar- 
ket's technical  strength.  It  has  intimi- 
dated skeptics  to  the  point  where  last 
month's  NYSE  short-interest  ratio  (to- 
tal short  position  relative  to  average 
daily  trading  volume  during  tlie  re- 
porting period)  was  less  than  1.0;  in 
the  past  this  level  was  usually  the 
symptom  of  a  market  with  unreliable 
technical  underpinnings. 

A   yN'tnA'ing  Road 

A  significant  shrinkage  in  surplus 
buving  power  was  also  indicated  on 
the  mutual  fund  sector.  The  funds' 
collective  cash  resenes  at  the  end  of 
April  were  down  to  5.5%  of  total  net 
assets,  compared  with  a  record-high 
11.8%  last  July.  At  the  same  time, 
sales  of  new  fund  shares  to  the  public 
have  exceeded  redemptions  by  re- 
markably thin  maigins  in  recent 
months.  For  many  mutual  funds  this 
has  meant  unusually  small  net  inflows 
of  new  cash,  for  some  others  a  net 
outflow  of  cash  as  redemptions  ex- 
ceeded new  sales.  In  April,  if  the  $110 
million  raised  through  one  new  fund 
offering* is  eliminated  from  the  over- 
all statistics,  net  new  cash  receipts 
were  $45  million,  as  against  $43  mil- 
lion in  March  and  $27  million  in  Feb- 
ruarv.  If  this  trend  continues,  I  doubt 
that  the  mutual  funds  will  be  pump- 
ing money  into  the  stock  market  at 
any  great  rate. 

Meanwhile,  the  supply  of  stock  has 
been  increasing.  Net  new  stock  issues, 
according  to  one  estimate,  totaled  $2 
billion  in  the  first  quarter,  25%  more 
than  a  vear  earlier.  This  suggests  last 
year's  $6.8-billion  total  will  be  sub- 
stantially exceeded  in  calendar  1971. 
Bear  in  mind  that  high  and  rising 
stock  prices  are  an  open  invitation  to 
raise  new  money  in  the  stock  market, 
particularly  at  a  time  when  long-term 
credit  is  expensive.  This  source  of 
"overhead  supply"  is  something  we 
must  count  on  living  with  for  the  rest 
of  this  bull  market;  I  think  it's  one 
of  the  factors  that  could  make  the 
road  toward  the  1000-1100  level  in 
the  Dow  a  winding  one.  ■ 


SURE  YOU  LISTEN  TO  WHAT 
THE  STOCK  MARKET  IS 
SAYING.  BUT  DO  YOU 
UNDERSTAND? 

That's  a  simple  question  about  a 
complex  subject.  The  Wyckoff  Course 
on  Stock  Market  Science  and  Tech- 
nique—still going  strong  after  nearly 
half  a  century  of  testing  in  the  market- 
can  teach  you  how  to  trade,  seeking 
profits  from  the  fluctuations  in  stock 
prices.  Learn  how  to  make  judgment 
for  yourself.  No  more  advice  seeking. 
No  more  "inside  tips."  Just  a  well- 
planned  definite,  comprehensive  and 
time-tried  method  of  trading. 

Learn  the  Science  and  Technique  of 
trading  in  stocks  before  you  risk  an- 
other dollar  of  your  capital.  Mail  the 
coupon  today  for  a  free  prospectus. 

Better  Ways  For  Better  Trades. 


STOCK  (MARKET   INSTITUTE   INC. 

808  Busse  Highway,  Dept.  F-240 

Chicago  (Park  Ridge),  III.  60068 

(312)  825-5511 
Gentlemen: 

Please   send   me   a   prospectus  on  the   Wyckoff 
Course  in  Stock  IVIarket  Science  and  Technique. 

Name 


I   Address. 

j    City 

I   State 


-Zip. 


'25 


I 
I 
I 


our  low  minitnums  permit  you  to 
set  up  a  voluntary  (not  contractual) 
PERIODIC  DOLLAR  PURCHASE  PLAN 
with  a  minimum  of  $25 
on  monthly  or  quarterly  basis 
after  initial  investment  of  $100. 
100%  of  your  money  invested 
in  stocks  professionally  selected 
for  growth  possibilities . . .  providing 
a  diversified  energy  based  portfolio. 

•  Self-Employed  Retirement  Plans 
Energy  Fund  is  a  qualified 
investment  under  Keogti  Act. 

•  Model  Corporate  Profit  Sharinf 
Plan  Available 

MO  S3'es  charge 
Pl^^  redemption  charge 

Cedar  Street  Consultants,  Inc. 

120  Broadway,  N.Y.  10005  Dept.  FA 
(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 
NAME 


ADDRESS- 


-ZIP- 
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^i$m    Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 

460  Park  Ave.,  N.Y.C.  10022    Dept.  C 

Phone:  (212)  679-2700 

NAME 


ADDRESS. 


MONEY 
GROWS 
FASTER 
IN  MEXICO 


Contact  us  for  information  on 
Mexican  investment  opportunities. 
Supervised  accounts  offer 
unusual  possibilities  for  capital 
growth  or  secure  monthly  income 
at  rates  in  excess  of  what  may 
now  be  available  to  you.  At  no 
obligation,  write:  E.  C.  Latham, 
President,  Mexletter  Investment 
Counsel,  Hamburgo  165, 
Mexico  6,  D.  F.,  Mexico. 

MEXLETTER 


Baltimore,  Maryland  21203 
The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  fifty- 
five  cents  a  share,  payable 
July  31,  1971,  to  stock- 
holders of  record  June  18, 
1971. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
May  26,  1971 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Under  Suspicion 


In  my  opinion,  the  reservations  now 
heard  about  the  vitality  and  duration 
of  the  economic  upswing  overlook 
one  underlying  consideration:  The 
rapidity  of  an  upturn  is  usually  re- 
lated to  the  severity  of  the  previous 
downswing,  and  1969-70  ("ex"  the 
General  Motors  strike)  was  a  mild  re- 
cession. Subject  to  this  "natural"  qual- 
ification, it  still  seems  to  me  that  the 
upturn  is  likely  to  gain  momentum 
as  we  progress  into  1972.  For  one 
thing,  capital  spending  is  beginning 
to  perk  up,  a  trend  which  should  be 
stimulated  by  new  depreciation  al- 
lowances and  industry's  improving 
liquidity  position.  Secondly,  not  only 
is  our  huge  budget  deficit  in  itself  a 
stimulating  force,  but  better  than  $4 
billion  of  tax  cuts  are  scheduled  for 
1972  and  1973.  Thirdly,  with  inven- 
tory-to-sales  ratios  much  more  satisfac- 
tory than  in  past  months,  increasing 
end  demand  for  goods  will  eventually 
be  tianslated  into  inventory  accumu- 
lation—another overall  stimulant. 

I  believe  the  end  demand  for  goods 
will  continue  to  increase,  a  reading 
indicated  not  just  by  the  composite 
corporate  view  of  annual  meeting 
time,  but  by  the  upswing  in  consumer 
use  of  installment  credit.  This,  plus 
the  fact  that  the  rate  of  consumer 
savings  now  is  below  7%  for  the  first 
time  since  last  June,  suggests  that 
strength  has  developed  in  the  private 
sector  of  the  economy. 

I  realize  that  the  recent  so-called 
dollar  crisis  probably  has  been  only 
temporarily  solved;  the  basic  prob- 
lems still  remain.  But  there  are  a 
number  of  practical  offsets  to  the  the- 
oretical threats  to  the  world's  eco- 
nomic stability.  For  example,  it's 
doubtful  anyone  would  want  to  open 
the  Pandora's  Box  implied  by  the 
fact  that  foreign  central  bank  hold- 
ings of  American  dollars  are  almost 
four  times  as  large  as  our  stock  of 
gold.  And  the  balance-of-payments 
deficit  comes  primarily  from  military 
expenditures  abroad,  tourism,  corpo- 
rate investments  and  foreign  security 
purchases,  etc.  Our  trade  balance,  as 
such,  is  not  exactly  weak. 

In  short,  while  there  is  a  subtle  and 
potentially  disturbing  relationship  be- 
tween   international    monetai-y    devel- 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josepfithal  &  Co. 


opments  and  the  business  trend,  I  am 
inclined  to  stress  two  considerations: 
1)  The  recent  de  facto  devaluation 
of  the  dollar  should  improve  our  bal- 
ance of  trade  by  making  our  exports 
cheaper  to  foreign  buyers  and  theirs 
more  expensive  to  us.  2)  Apart  from 
the  partly  self-correcting  nature  of 
many  of  today's  problems,  one  point 
seems  clear:  The  Federal  Resei-ve 
Board  is  well  aware  of  the  risks  of 
aborting  our  business  recovery.  Wit- 
ness Mr.  Bums'  comment,  "Rising  in- 
terest rates  would  not  meet  our  last- 
ing needs  at  home  or  abroad." 

Ample  Credit 

True,  there  is  some  question  as  to 
the  options  which  are  open  to  the 
FRB,  which  highlights  the  fact  that 
rising  interest  rates  do  not  neces- 
sarily refiect  only  a  restrictive  mone- 
tary policy,  they  also  can  be  caused 
by  a  strong  demand  for  credit.  It's 
worth  noting  that  the  Treasury's  de- 
mand for  funds  to  finance  its  deficit 
will  be  higher  in  coming  than  in  past 
months,  and  industry's  needs  for  bank 
credit  increase  seasonally  in  the  sec- 
ond half.  Also,  the  yield  spread  be- 
tween the  prime  rate  and  short-term 
money  rates  is  now  narrower  than  in 
the  recent  past,  which  means  an  in- 
crease in  the  prime  rate  is  a  good  pos- 
sibility in  coming  weeks.  If  this  hap- 
pens, it  undoubtedly  would  have 
some  impact  on  long-term  money 
rates  as  well.  But  there  is  another  side 
to  the  same  coin  in  the  sense  that 
the  business  outlook  is  perhaps  more 
dependent  on  the  supply  and  avail- 
ability of  credit  than  its  price.  I  think 
the  supply  ultimately  will  prove  to 
be  more  than  ample  and  that  1970's 
history  will  not  repeat  itself. 

This  new  unknown,  however, 
points  up  two  other  potential  depres- 
sants that  infiuence  the  supply/ de- 
mand equation,  which  helps  make 
stock  prices.  One  is  the  fact  that 
there  has  been  a  sharp  increase  in  the 
volume  of  equity  financing,  now  about 
twice  as  large  as  average  monthly 
volume  in  the  past  two  years.  Grant- 
ed that  this  ultimately  will  improve 
corporate  liquidity  and  strengthen 
bank  lending  ability,  it  is  new  com- 
petition for  equity  money.  The  other 
is  the  fact  that  mutual  fund  cash  re- 
serves are  now  5.5%  of  net  assets  as 
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compared  with  some  llTt  at  the  peak 
last  \ear.  Granted  tliat  the  industry's 
liquidity  ratio  is  still  above  that  re- 
corded at  past  market  tops  (the  in- 
dustry's cash  reserves  mo\e  inversely 
with  stock  price  trends),  the  decline 
in  cash  resources  to  $3  billion  from  a 
$4.8  billion  peak  last  veai-  suggests 
that  this  important  source  ot  demand 
has  temporariK-  spent  its  force. 

In  tuni,  these  worrisome  considera- 
tions suggest  that  the  market  may  be 
in  neetl  of  a  new  stimulus  and  that 
a  new  phase  of  issue  selecti\itv  mav 
lie  ahead.  Apropos  the  latter,  the  fall 
1970/ winter  1971  stampede  to  own 
ct)mmon  stocks  of  necessity  led  to  an 
interest  in  the  big  capitalization  com- 
panies which  are  represented  b\'  the 
Dow  Jones  industrial  average.  If, 
however,  I  am  orrect  in  niv  l)clief 
that  today's  uncertainties  ultimately 
will  be  resolved  successfully,  the  ob- 

iiis  e\  idence  of  a  business  and  earn- 
ings uptimi  will  encourage  interest 
in  other  areas.  .Mthough  the  summer 
rally  may  be  a  little  late  this  year,  for 
the  mood  has  clumged,  the  scenario 
should  come  back  into  focus  bcloie 
the  summer  heat  \\  ills  vour  lawn. 

Rising  Profits 

Illustrative  ol  the  [joint,  I'm  im- 
pressed with  the  long-term  possibili- 
ties in  Travclirs  Corj).  (around  U, 
paying  SO  cents,  with  a  1970-71 
range  of  40-25).  In  mv  opinion,  this 
second  largest  stock  insurance  com- 
pany in  the  country  will  earn  more 
this  year  than  last,  when  adjusted 
earnings  were  S1.71  per  share  as  com- 
pared with  $1.75  in  1969.  Kor  one 
thing,  the  company  has  steadily  re- 
duced its  casualty  and  property  in- 
surance losses.  which  last  year 
amounted  to  some  $27  million  as 
against  $64  million  in  1968.  With  the 
regulatory  Iwitlies  permitting  rate  in- 
creases, and  the  company  more  se- 
lective in  the  policies  it  is  writing, 
this  division  of  the  business  might 
even  be  in  the  black  in  1971.  Sec- 
ondly, I  believe  the  new  revitalized 
management  has  recognized  the  com- 
pany's basic  problems-such  as  rela- 
tively flat  sales  in  the  profitable  in- 
dividual life  insurance  business— and  is 
taking  steps  to  correct  its  poor  experi- 
ence in  the  gioup  accident  and  heaUh 
business.  Thirdly,  the  company's  in- 
vestment income,  which  last  year 
reached  a  new  all-time  high  of  close 
to  S56  million,  should  again  increase. 

Purposely,  I'm  singling  out  only 
me  issue  which  has  caught  my  atten- 
tion in  recent  weeks.  This  is  because 
it  seems  to  me  that  the  overall  en- 
nronment  today  is  under  greater  sus- 
picion than  it  has  been  in  some  time. 
And  I  wanted  to  offer  some  words  of 
»ng-term  reassurance.   ■ 
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WALL  STREET  VIEW 

By  Robert  Stovall 


Special  Situations  In  Season 


From  the  May  Day  fadeaway  in 
stock  prices  to  the  summer  solstice, 
and  attendant  anticipation  of  a  sum- 
mer rally,  can  be  a  long  time.  As 
they  usually  do,  rising  interest  rates 
have  stunted  this  bull  market's  heady 
advance.  Group  concepts  are  hard  to 
rationalize  in  the  present  atmosphere. 
Digesting  all  that  has  happened  over 
these  past  12  montlis,  I  c:)nclude  that 
special  situations  as  a  category  now 
provide  the  superior  leadership  po- 
tentials for  the  next  phase  of  the  mar- 
ket; the  appreciation  potential  in  most 
industry  groups  has  been  pretty  well 
winnowed  out. 

A  narrow  interpretation  would  de- 
scribe a  special  situation  as  a  securi- 
ty in  which  a  particular  development 
is  counted  upon  to  yield  a  satis- 
factory profit,  even  though  the  gen- 
eral market  does  not  advance.  Gra- 
ham and  Dodd,  in  their  book  Security 
Analysis,  divided  the  subject  of  spe- 
cial situations  into  two  main  cate- 
gories: security  exchanges  or  distribu- 
tions, and  cash  payouts.  The  essence 
of  a  special  situation  is  an  expected 
corporate,  not  market,  development. 

Above-Average  Appreci'afion 

My  own  interpretation  of  a  spe- 
cial situation  is  more  broadly  based 
and  is  defined  as  a  specific  condition 
or  set  of  internal  circumstances  for  a 
company  that  could  produce  above- 
average  price  appreciation  for  inves- 
tors. These  forms  of  special  situations 
are  of  the  open-ended  variety:  Once 
internal  circumstances  become  recog- 
nized, appreciation  could  be  substan- 
tial and  long  lasting.  Ten  basic  bench- 
marks can  be  used  to  screen  special 
situations:  1)  Change  of  policies  or  a 
novel  management  approacli— diversi- 
fication. 2)  New  product  develop- 
ment. 3)  Market  reevaluation  of  as- 
sets. 4)  High  growth-low  multiple. 
5)  Utilization  of  financial  and/ or  as- 
set leverage.  6)  Beneficiary  of  cur- 
rency revahiations.  7)  Discovery  of 
raw  materials.  8)  A  recent  socio-po- 
litical development— ecology,  and  the 
like.  9)  Heavy-order  backlog  leading 
earnings.  10)  Quality  issue  in  a  de- 
pressed industry. 

About  this  time  the  reader  is  prob- 
ably  hoping   I   will   cut   the   cant   and 

A  guest  columnist.  Mr  Stovall  is  a  partner  in  tho 
NYSE  firm  of  Reynolds  &  Co. 
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give  some  specific  recommendations 
as  examples.  The  accompanying  ta- 
ble lists  ten  intriguing  special  situa- 
tions; my  comments  on  three  favorite 
companies  that  seem  to  fit  the  classic 
mould  follow. 

No  compendium  of  special  situa- 
tions is  complete  without  an  "asset 
play,"  and  Crane  Co.  is  a  good  ex- 
ample of  this  genre.  In  this  case  the 
balance  sheet  is  of  at  least  equal  im- 
portance as  the  incoiTie  statement. 
Armed  with  an  excellent  balance 
sheet  and  a  good  cash  flow  arising 
from  its  ability  to  minimize  income 
taxes,  the  company  embarked  on  a 
diversification  program  starting  in 
1967.  Management's  objective  was  to 
reduce  its  dependence  on  its  plumb- 
ing and  wholesale  business. 

By  the  end  of  1970,  Crane  owned 
86%  of  CF&I  Steel  Corp.,  which  is 
consolidated,  with  a  current  market 
value  of  $68.6  million.  Marketable  se- 
curities and  other  assets  had  a  book 
cost  of  $65.3  million  (about  equiva- 
lent to  market  value).  Because  of  its 
tax  shelters,  reported  earnings  are 
higher  than  they  would  be  on  a  nor- 
mal tax  basis.  Any  continued  improve- 
ment in  economic  activity  and  new 
construction  should  be  favorably  re- 
flected in  Crane's  earnings,  as  75%  of 
its  output  is  in  steel  products,  fluid 
control  products  and  plumbing  and 
heating  equipment.  At  the  end  of 
1970,  Crane  common  had  a  book  val- 
ue of  $58.04  per  share,  up  from 
$45.75  at  the  end  of  1965.  Cash  divi- 
dends have  been  paid  every  year 
since  1939. 

In    the    broad    area    of   natural    re- 


sources, Texas  Gulf  Sulphur  is  con- 
sidered one  of  the  outstanding  special 
situations.  From  essentially  a  one- 
product  company  only  a  few  years 
ago,  it  has  grown,  through  its  own 
successful  exploration,  to  one  involved 
in  a  wide  variety  of  natural  resources. 
Few  inining  companies  are  as  aggres- 
sive in  their  search  programs.  Texas 
Gulf  is  not  only  rich  in  mineral  re- 
serves but  also  is  sufficiently  strong 
financially  to  weather  earnings  de- 
clines during  periods  of  recession,  as 
has  been  and  is  currently  the  case. 

Deeming  asset  development  to  be 
of  greater  importance  than  reported 
profits,  Texas  Gulf  has  expanded  its 
operations  into  the  exploration  for  oil 
and  natural  gas  in  the  Gulf  of  Mexi- 
co, off  the  west  coast  of  Africa  and 
in  the  Mozambique  channel  off  Mad- 
agascar. Already,  Texas  Gulf  has 
made  an  outstanding  success  of  its 
first  oil  and  gas  exploration  venture 
in  the  Gulf  of  Mexico.  Currently  de- 
riving most  of  its  profits  from  zinc, 
lead,  copper  and  silver,  Texas  Gulf 
Sulphur  is  also  very  active  in  the 
exploration  for  minerals  in  Canada,  in 
the  U.S.  and  in  Africa  and  Australia. 

Not  only  does  International  Nickel 
provide  an  excellent  way  to  partici- 
pate in  the  future  growth  of  nickel, 
but  it  has  special-situation  aspects  in 
the  possible  potential  of  platinum. 
The  company  is  the  only  major  pro- 
ducer of  platinum  in  North  America. 
Nickel,  which  is  the  main  source  of 
profits— IN  is  the  world's  largest  pro- 
ducer of  it— accounts  for  about  65%  of 
sales,  with  copper  furnishing  about 
20%,  and  platinum  metals,  gold,  sil- 
ver and  several  other  by-products  pro- 
viding the  balance. 

The  company  could  benefit  from 
any  developments  in  the  auto  emis- 
sion control  area  that  use  a  platinum- 
group  metal  in  its  devices.  The  auto 
industry  must  comply  with  the  Clean 
Air  Act  of  1970.  But  at  this  time  I 
do  not  know  of  any  decision  to  utilize 
a  precious  metal  catalyst  in  reactor/^ I 
converters.   ■ 


Selected 

Special 

Situations 

» 

Company 

Special   Siiuaiions          , iaTr\\ng%   Per   Share ., 

CRecenf  Price) 

Categories 

J  972  Pro/. 

1971    Esf. 

1970 

t 

American  Seating  (18) 

2  and  5 

$1.90 

$1.25 

$0.70 

Armco  Steel  (19) 

1  and  6 

2.70 

2.10 

1.64 

Crane  (40) 

3 

4.00 

3.30 

3.15 

Federal  Paper  Board  (26) 

8 

2.65 

2.40 

2.11 

International  Nickel  (38) 

2  and  7 

3.20 

2.70 

2.80 

E.F.  MacDonald(5)* 

5 

0.70 

0.60 

0.34 

National  Cash  Register  (45) 

2 

2.00 

1.50 

1.37 

NL  Industries  (21) 

1 

2.30 

2.00 

1.60 

Texas  Gulf  Sulphur  (18) 

5  and  7 

1.70 

1.35 

1.51 

USM  Corp.  (23)t 

5 

2.25 

1.70 

1.63t 

•Fiscal  year  ends  Jan.   fFiscal 

year  enc 

s  Feb.  i\4i  per  sh 

are  after  nonrecur 

ing  write-offs. 
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The  Funds 


Giving  the  Customers  Wliat  They  Want 


Funds  Started — 1970 


Type 


fund  Name 


Results  of  $}00 

Investment 

5/26/70-5/20/7  J* 

S&P's  500 

Fund         Stk.  Avg. 


Total 

Assets 

(millions) 


Growth  Acorn  Fundt  (June)*  $172.15  $134.22  $18 

Growth  Aetna  Fund  (Apr.)  143.18  146.21  14 

Growth  Allstate  Enterprises  Stock  Fund  (Feb.)  136.54  146.21  166 

Growths  Inc.  Alpha  Investors  Fund  (July)*  116.48  130.19  5 

Growth  &  Inc.  Bayrock  Fund  (July)*  112.55  136.13  9 


Income  Income  Fund  of  America  (Dec.)*  103.24  109.80 

Growth  J  P  Growth  Fund  (Oct.)*  115.83  121.69 

Growth  &  Inc.  Lutheran  Brotherhood  Fund  (June)*  129.18  130.15 

Income  Mass.  Income  Development  Fund  (Oct.)*  111.08  116.65 

Growth  Rinfret  Fund  (Jan.)  119.57  146.21 


36 

7 

17 
218 


Growth  Shearson  Appreciation  Fund  (Apr.)  152.27 

Growth  Sogen  International  Fund  (May)  121.00 

Growth  United  Continental  Growth  Fund  (June)*  150.22 

Income  United  Continental  Income  Fund  (June)*  131.03 

Income  Wellesley  Income  Fund  (July)*  105.06 


146.21 
146.21 
132.87 
132.87 
138.70 


28 
6 

28 
33 
48 


Funds  Started— 1967 


Results  of 
$100  Investment 
3/5/68-        }  1/29/68-       Total 
11/29/68        5/26/70       Assets 


Type 

fund  Name 

Up  Period  Down  Period  (i 

Ttillions) 

Standard  &  Poor's  500  Stock  Average 

$123.54 

$  63.94 

Growth 

AMCAP  Fund  (Apr.) 

$133.46 

$  63.14 

$  95 

Growth 

Columbia  Growth  Fundt  (June) 

150.05 

63.54 

27 

Growth 

Explorer  Fund  (Dec.) 

119,76 

59.45 

36 

Growth 

Financial  Dynamics  Fund  (Sept.) 

160.11 

41.16 

58 

Growth 

Neuwirth  Fund  (Feb.) 

190.19 

48.36 

57 

Growth 

Pilot  Fund  (Sept.) 

.     153.57 

53.69 

45 

Growth 

PRO  Fundt  (Sept.) 

128.19 

63.04 

35 

Growth 

Putnam  Equities  (Sept.) 

175.17 

34.21 

77 

Growth 

Schuster  Fund  (Sept.) 

157.32 

62.75 

31 

Growth 

Sigma  Capital  Shares  (Oct.) 

151.97 

46.20 

41 

All  capital  gains  distributions  have  been  reinvested,  but  income  dividends  have  not. 
•Fund's    first    public    offering    was    after    5/26/70,    Performance    of    both    the    fund    and    the    S&P's 
500  Stock  Average  is  measured  from  the  date  the  fund  management  began  investment  operations. 
fNo-ioad  fund. 


Launching  a  new  fund  in  the  re- 
cent bull  market  has  been  no  guar- 
antee of  instant  success.  Since  the 
beginning  of  1970,  90  new  funds 
have  gone  into  business.  Another 
27  entered  registration.  As  the  ac- 
companying table  of  funds  with 
$5  million-plus  assets  shows,  12  of 
the  15  largest  new  funds  have 
failed  to  outperform  the  Standard 
&  Poor's  500  stock  average.  Even 
those  that  came  out  after  the  mar- 
ket's low  point  last  May  26  have 
not  kept  pace. 

This  is  in  sharp  contrast  to  the 
performance  of  the  go-go  funds 
that  came  out  in  the  ebullient  days 
of  1967.  The  table  shows  a  rep- 
resentative group  of  the  larger  of 
the  1967  crop.  During  the  rising 
market  from  March  1968  to  No- 
vember 1968,  most  of  1967's  new 
funds  outperformed  the  S&P  500. 
But  in  the  market  from  November 
1968  to  May  1970,  many  of  them 
became  the  bums  of  the  market. 

Were  the  fund  managers  simply 
unprepared  for  the  sharp  rise  in 
the  market  the  last  12  months? 
Donald  Williams,  senior  vice  presi- 
dent of  Waddell  &  Reed,  Inc. 
which  launched  two  new  funds- 
United  Continental  Growth  and 
United  Continental  Income— in 
1970,  says  no.  Many  fund  man- 
agers, says  Williams,  are  simply 
being  more  cautious  than  they 
were  in  the  late  Sixties.  They  think 
that  playing  it  safe  will  pay.  And 
that  is  apparently  what  the  public 
is  buying.  Seven  of  the  15  biggest 
new  funds  are  income  or  growth/ 
income  funds.  "Many  investors 
were  badly  shaken  by  what  hap- 
pened to  many  of  the  high-per- 
formance funds  when  the  market 
broke,"  says  Williams.  This  time 
they  are  being  more  careful. 


Security  Blanket 

It  h.\s  been  a  long  time  now  since 
the  mutual  fund  industry  has  come 
up  with  any  bright  new  market- 
ing gimmicks.  But  last  month's  an- 
nouncement by  National  Securities 
&  Research  Corp.  (which  manages 
eight  funds  with  total  assets  of 
$950  million)  that  shareholders  of 
its  $57-million-assets  Fairfield  Fund 
may  now  insure  themselves  against 
losing  their  initial  investment,  may 
just  be  one. 

For  the  fund  industry,  the  insur- 


ance plan  comes  along  at  the  right 
time.  Redemptions  are  starting  to 
worry  some  fund  managers  {see 
following  story).  The  industry's 
image  has  not  entirely  lived  down 
the  disasters  suffered  by  the  go- 
go  funds  in  the  late  bear  market. 
"It  is  the  fear  of  the  future  that 
is  keeping  people  from  investing  in 
some  of  these  fine  funds,"  said 
National  Securities  Chairman  Phil- 
ip C.  Smith  recently.  "We  believe 
it  [the  fund  insurance]  will  elim- 
inate a  lot  of  the  uncertainty,  a  lot 
of  the  fear  of  the  future."  In  short, 
fund    salesmen    can    tell    investors 


that  they  can  have  their  cake  and 
eat  it  too.  They  can  not  only  sug- 
gest that  a  fund  might  go  up 
sharply,  but  promise  that  if  it  does 
go  down,  the  in\estor  will  get  his 
money  back. 

To  get  insurance,  a  fund  share- 
holder must  pay  a  fee  of  6%  of 
the  value  of  his  initial  investment, 
plus  an  annual  administrative 
charge  of  two-tenths  of  1%,  limited 
to  $12.  For  example,  the  share- 
holder who  invests  $5,000  in  a 
fund  and  pavs  a  sales  charge  of 
8.5%  would  have  a  total  ouriay 
of  $5,425.  His  insurance  fee  would 
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The  Funds 


%ucan 
own  shares 
in  the 
Allstate 
Enterprises 
Stock  Fund- 
a  mutual 
fund- 
for*200. 

Your  first  investment 
of  $200  or  more 
makes  you  a  part 
owner,  along  with 
other  investors,  in  a 
professionally  man- 
aged portfolio  of 
stocks  of  companies  in 
diversified  industries. 

After  your  first 
investment,  you  may 
add —if  and  whenever 
you  choose— $25 
or  more. 

For  a  free  prospectus 
which  describes  the 
fund,  contact  a 
Registered 
Representative  of 
Allstate  Enterprises 
Fund  Sales,  Inc. 
at  Sears,  or  an 
Allstate 
office.         r^ 

/lllstate 


Norlhbrook,  III.  60062 


be  6%  of  that-$325.50.  The  an- 
nual maintenance  charge  would 
be  $10.85.  Therefore,  over  the  ten- 
year  life  of  a  typical  policy,  his 
total  insurance  costs  would  be 
$434.  In  return  he  would  be  guar- 
anteed that  if  the  market  value  of 
his  investment  were  not  worth 
$5,869  (his  initial  investment  plus 
insurance  costs)  at  the  end  f)f  ten 
years,  he  could  collect  the  differ- 
ence between  its  value  and  $5,869. 

Unfortunately,  as  most  investors 
have  learned,  few  things  come 
free  in  the  world.  Fairfield's  insur- 
ance plan  is  no  exception.  First, 
to  qualify  for  the  insurance,  the 
shareowner  must  stay  invested  in 
the  fund  for  ten  years.  If  an  emer- 
gency need  for  cash  occurs  and 
he  liquidates  his  fund  holdings,  he 
forfeits  his  protection. 

But  more  important,  the  share- 
holder must  rein\'cst  all  capital 
gains  and  dividends.  What  this 
adds  up  to  is  that  while  the  initial 


investment  is  insured,  the  divi- 
dends and  capital  gains  that  must 
be  reinvested  are  not. 

Thus,  in  the  ten-year  period  be- 
tween ^1960  and  the  bear  market 
of  1969,  there  were  dozens  of  funds 
whose  net  asset  value  declined,  as- 
suming no  reinvestment  of  capital 
gains  and  dividends.  But  not  one 
declined  if  all  capital  gains  and 
dividends  were  reinvested. 

Indeed,  since  mutual  funds  be- 
gan to  surge  in  popularity  in  the 
Fifties,  not  a  single  shareholder 
would  have  collected  on  this  in- 
surance, not  even  at  the  bottom 
of  the  May  1970  bear  market.  The 
last  time  would  have  been  in  the 
early  1930s,  during  the  Depression. 

The  thing  is  that  the  insurance 
companies  have  two  great  things 
going  for  them:  inflation  and  the 
power  of  compounded  dividends. 
Their  risk  is  minimal. 

Still,  the  insurance  may  make 
some  people  feel  better. 


The  Redeemers 


The  fund  industry  breathed  a  sigh 
of  relief  last  month  when  the  April 
sales  figures  were  released.  They 
showed  a  significant  rise  in  sales, 
which  exceeded  $500  million  for 
the  first  time  in  15  months,  and 
were  up  $200  million  over  April 
of  1970.  Even  redemptions  de- 
clined for  the  first  time  in  nine 
months  to  below  $400  million,  al- 
though they  were  an  imcomfortable 
25%  above  April  of  1970. 

Predictably  the  Investment  Com- 
pany Institute  and  other  fund 
spokesmen  were  citing  this  as  the 
long-anticipated  upturn  in  mutii.il 
fund  sales.  The  skeptics,  including 
Thomas  ].  Holt,  who  publishes  a 
market  letter,  see  the  new  sales 
figures  as  a  temporary  one-or  two- 
month  aberration.  They  insist  the 
trend  is  toward  a  ii(>t  outflow  of 
funds.  If  it  comes  in  a  weak  slock 
market,  they  warn  it  could  have 
serious  consequences.  They  point 
out  tliat  April's  sales  figures  were 
inflated  by  over  $100  million  be- 
cause a  big  new  fund,  the  Lord 
Abbelt  Bond-Debenture  Fund, 
started  up  that  month  with  a  char- 
ter subscription. 

The  ICI,  stung  l)v  the  talk  of 
potential  massive  foiced  redemp- 
tions by  the  $.55-I)ilh'on  fund  in- 
dustry,   recently    sent    some    of    its 


members  a  "confidential"  study 
that  argued  that  the  current  figures 
are  a  normal  continuation  of  past 
fund  sales  and  redemption  trends. 
The  suggestion  that  funds  were 
going  to  be  forced  into  major  liq- 
uidations of  stocks  was  poppy- 
cock, said  the  ICI. 

So  far,  more  heat  than  light  has 
been  generated  by  the  claims  and 
counterclaims.  But  one  of  the  few 
people  who  have  given  the  sub- 
ject some  serious  stiidv  is  John 
Bi)gle,  president  of  Philadelphia's 
$2.4-billion-assets  Wellington  Man- 
agement. "We've  had  to  live  with 
redemptions  in  the  past  few  years 
at  Wellington,  so  I've  really  had 
to  do  my  homework,"  savs  Bogle. 

What  most  analysts  do,  he  says, 
is  to  compare  fund  share  sales  with 
fund  share  redemptions.  If  re- 
demptions are  higher,  they  con- 
clude that  the  fund  must  start  to 
sell  assets.  What  can  be  misleading 
about  this,  says  Bogle,  is  the  un- 
predictability of  monthly  sales 
"which  jump  all  over  the  place." 
In  contrast,  says  Bogle,  redemp- 
tions are  quite  predictable,  averag- 
ing 6%  to  8%  of  assets. 

What's  happening  right  now,  he 
says,  is  that  as  the  stock  market 
has  recovered,  redemptions  have 
been  rising  with  the  recovery.  Sales 
gains,  however,  tend  to  lag  behind 
the  recovery.  Leon  Levy,  presi- 
dent of  Oppenheimer  Fund,  echoes 
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Bogle's  point:  "Redemptions  in- 
crease when  people  feel  thev  have 
gotten  e\en  in  the  market.  They 
understandably  don't  want  to  sell 
out  at  the  bottom. 

"But  sales  don't  move  sharply 
upward  until  the  public  is  con- 
vinced the  market  is  gt)ing  on  to 
new  highs."  This  time  the  pubhc 
obviouslv  will  take  a  lot  more  con- 
vincing because  so  many  investors 
got  so  badly  bumed  in  1969  and 
1970.  For  another  thing,  the  share- 
holders of  a  number  of  large 
mutual  funds  are  reaching  the  age 
where  thev  mav  be  as  prone  to 
redeem  as  to  buv  new  shares. 

There  is  also  no  question  that 
some  individual  funds  are  ha\ing 
redemption  problems.  Bogle's  $1.4- 
billion  Wellington  Fund,  a  bal- 
anced fund  with  some  25%  of  its 
assets  in  fi.xed-income  securities,  has 
for  the  past  three  or  four  years  ex- 
perienced a  net  outHow  of  funds, 
like  many  other  balanced  funds. 
But  not  because  of  redemptions: 
Rather,  their  relati\elv  poor  per- 
formance during  the  i)ull  market 
made  balanced  funds  hard  to  mer- 
chandise. And  this  lingered  well 
into  the  bear  market— even  for  a 
fund  like  Wellington,  whose  more 
recent  perfonnanct  has  been  better 
than  a\erage. 

In  the  long  run,  ot  course,  sag- 
ging sales  would  mean  the  flight 
of  top  iiuestmeiit  and  sales  peo- 
ple, which  could  hurt  performance. 
Wellington,  however,  has  no  such 
problem.  For  while  Wellington 
Fund  is  experiencing  a  net  cash 
outflow,  manv  of  its  other  funds, 
such   as    Ivest   and   Windsor,   have 


been  attracting  more  new  cash 
than  Wellington  lost. 

E\en  if  lagging  sales  are  more 
a  problem  than  redemptions,  what 
worries  some  investors  is  whether 
a  net  cash  outflow  hurts  a  fund's 
performance.  Fundmen  say  no. 
They  point  to  the  recent  study  of 
institutional  investors,  sponsored 
by  the  Securities  &  Exchange  Com- 
mission. Rather,  they  say,  money 
is  more  likely  to  be  attracted  to  a 
fund  because  of  its  good  perfor- 
mance, and  leaves  it  only  when 
its  record  sours. 

Nobody  can  prove  it  for  sure, 
of  course,  but  they  point  to  the  rec- 
ord of  Fred  Carr,  formerly  at  En- 
terprise Fund,  and  Gerald  Tsai  at 
Manhattan  Fund.  Redemptions  of 
both  funds  mounted  as  their  rec- 
ords worsened.  But  the  record  of 
their  closed-end  funds,  SMC  In- 
vestment Corp.  and  Hemisphere 
Fund,  where  there  were  no  re- 
demptions, was  as  bad  or  worse. 

A  net  outflow  of  money  could 
become  a  problem  in  the  1970s  at 
some  funds  as  the  mutual  funds 
become  a  "mature  industry."  But 
the  prospects  of  sharp  increases  in 
redemptions  forcing  funds  to  un- 
load huge  blocks  of  stock  is  re- 
mote. Unless,  of  course,  the  econ- 
omy continues  depressed  or  dis- 
enchantment with  the  stock  mar- 
ket becomes  widespread. 

Then,  of  course,  tlie  pro]:)lem  will 
also  affect  pension  funds  and  trust 
departments  as  well  as  the  billions 
of  dollars  of  stock  held  by  individ- 
uals and  foieigners.  In  short,  it 
will  be  far  more  than  a  mutual 
fund  industry  problem.  ■ 


{Continued  from  page  7) 

paVed  each  of  these  performance  fig- 
ures against  the  performance  of  the 
Standard  &  Poor's  500  stock  average. 
Did  the  fund  do  better  than  the  S&P? 
Worse?  How  much  better?  How 
much  worse?  Next  step:  Rank  funds 
on  a  scale  of  A.-\-  down  to  F,  depend- 
ing on  their  performance  relative  to 
the  S&P.  Sound  complicated?  It  is,  a 
little.  But  it  is  the  fairest  and  sound- 
est way  we  know  to  figure  out  which 
fund  managements  have  been  doing 
a  good  job  and  which  have  not. 

Obviously,  an  aggressive  investor 
using  our  sur\ev  would  pay  more  at- 
tention to  the  Up  Market  rating  than 
ito  the  Dotvn  Market  rating,  but  he'd 
still  be  able  to  judge  the  risk  taken 
to  get  that  rating.  For  example,  funds 


rating  A  in  up  markets  but  F  or  D 
in  down  markets  clearly  took  consid- 
erable risk  in  order  to  get  that  A.  But 
a  fund  that  ranked,  sav,  A  and  B  has 
shown  an  ability  to  deliver  above-av- 
erage results  under  all  conditions. 

Why  As,  Bs,  Cs,  etc?  Why  not 
100,  98,  65,  etc.?  Because  we  do  not 
want  to  encourage  investors  to  think 
that  fund  measurement  is  so  precise 
an  art  that  it  can  be  carried  down 
to  the  decimal  point. 

Our  Mutual  Fund  Consistency 
Ratings  will  make  their  annual  ap- 
pearance this  year  again  in  our  Aug. 
15  issue.  Forbes  statisticians  are  al- 
ready hard  at  work  on  them.  With 
a  touch  of  extra  pride  now  that  they 
know  that  the  SEC  and  the  whole 
mutual  fund  industry  is  getting  on 
our  bandwagon.   ■ 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND  INC 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  ijt' 

I 1 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  AS 
Baltimore,  Maryland  21201  (301)  539-1992 


Name- 


Address- 
City 


.State- 


Zip  Code- 


GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 
William  Blair  &  Company 


For  GIS  prospectus 
mail  coupon  or  phone  (312)  346-4830 


I     Growtli  Industry  Sliares.  Inc.  Rm.  2903 
J     135  S.  LaSalle  St.,  Cliicago,  IL  60603 

M     Name 

I 

L 


City- 


_Zip_ 


I 
I 
I 
I 
J 


AGGRESSIVE 
INVESTIVIENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Members  New  York  stock  Exchange  .  Inc. 

and  other  leading  Exchanges 

120  Broadway,  f<ew  York.  N.  Y.  10005 
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The 

Doctor 

is  in... 

A  SHIP  MAKES  HIS  HOUSE  CALLS 

The  man  shown  is  a  teacher.  He  gets 
no  pay.  All  he  gets  is  the  satisfac- 
tion of  knowing  that  because  he  cares 
and  sacrifices,  sici<  people  are  re- 
stored to  health  and  live  happier, 
more  productive  lives. 

He  is  also  a  doctor ...  an  Amer- 
ican ...  a  "Hopie."  If  "Hopie" 
sounds  just  the  least  bit  funny,  the 
service  he  performs  in  developing 
countries  is  a  serious  business  indeed. 
His  kind  has  traveled  to  Asia,  Africa 
and  Latin  America,  training  local 
doctors  and  nurses  and  bringing  med- 
ical aid  to  those  who  desperately 
need  it  .  .  .  all  part  of  a  unique  self- 
help  project  we  call  HOPE. 

This  doctor  and  hundreds  of  his 
fellow  professionals  have  volunteered 
their  time  and  abilities  to  serve  on 
the  world's  first  peacetime  hospital 
ship,  the  S.S.  HOPE.  They  go  forth 
as  teachers  .  .  .  and  their  legacy  bene- 
fits generations  yet  unborn. 


Still  other  "Hopies"  are  at  home 
training  disadvantaged  Mexican- 
Americans  and  American  Indians  for 
health  careers. 

Send  your  share. of  hope  today. 


PROJECT 


men  7n  >^  decade  of  hope 

ISJDU-f  U  A  LEGACY  OF  HEALTH 


DEPT.  A,  WASHINGTON,  D.C.  20007 
Your  Contribution  is  Tax  Deductible. 


® 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

QUARTERLY   DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  June  30,  1971: 


Class  of  Stock 

Common 

$1.40  Dividend 

Preference  Common 

Cumulative  Preferred 

4.08%  Series 

4.18%  Series 

4.30%  Series 

5.05%  Series 

5.28%  Series 

6.80%  Series 

9.62%  Series 

7.40%  Series 


Dividend 
Per  Share 

$  .41 
$   .35 


All  dividends  are  payable  on  or  be- 
fore June  30,  1971  to  stockholders 
of  record  June  1,  1971. 

MALCOLM   CARRINGTON,  JR. 
Secretary 


$1.02 
1.045 
1.075 
1.2625 
1.32 
1.70 
2.405 
1.85 
PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


EL  DENVER®  are  quite  the  Fashion 

Hand  Woven  Ties  _     aiiitp' 


Coasl-to- 

Coast  in  many        ^_ 

of  the  Finest  Stores! 

LOS  WIGWAM  WEAVERS 

1073  Santa  Fe  Drive  •  Denver.  Colorado  80204 


MULTI 

MILLIONAIRE 


providing  exceptional  business  op- 
portunities of  incalculable  propor- 
tions  for  those   with    business   aptitudes.   Vital 
booklet,  NEW  ROADS  TO  OPPORTUNITY  AND 
WEALTH  mailed  on  request. 
Fona  INTERNATIONAL,  John  R.  Sauer,  President 
P.O.  Box  22458,  Denver,  Colorado  80222. 


READERS  SAY 


(Continued  from  page  12) 

Sir:  Institute  the  four-day  work  week 
while  overcoming  (  and/or  paying  for ) : 
pollutit)!!,  defense,  welfare,  national 
health  programs,  inflation,  rising  expec- 
tations and  no  output,  poverty,  early  re- 
trrement,  higher  social  security,  etc.  Don't 
be  silly. 

— G.  L.  Klose 
Peoria,  111. 

Sir:  We  need  more  production  at  low- 
er prices,  not  the  opposite.  Why  not  start 
Social  Security  at  a  lower  age  and  get 
thousands  off  the  labor  market? 

—William  P.  Meissner 
Buffalo,  N.Y. 

Sir:  You  are  a  Genius!  It's  all  so 
simple. 

—Arthur  Motley 

President, 

Parade  Publications 

New  York,  N.Y. 

Sir:  Obviously  labor  would  welcome 
the  foin-day  32-hour  week.  Just  as  ob- 
viously they  would  not  accept  a  weekly 
reduction  in  wages.  Domestically,  prices 
would  have  to  go  up— another  shot  in 
the  arm  for  inflation.  It  would  seem  that 
yon  already  have  taken  your  own  ad- 
vice, and  that  the  editorial  was  written 
by  a  newly  hired  writer,  on  a  Friday. 
—Edward  J.  Ruff 
Weston,  Conn. 

learn    To   Live   wifh   It 

Sir:  Stewart  Cort  (Forbes,  May  15) 
blames  pollution  control,  Nixon  and  lack 
of  government  sponsorship  (a  la  Japan) 
for  Bessie's  problems.  The  fact  of  the 
matter  is  this:  Steel  must  live  with  pol- 
lution controls,  just  as  meatpackers  had 
to  eliminate  rats  and  sawdust  from  ham- 
burgers in  1910.  If  the  cost  of  doing  steel 
business  in  the  U.S.  is  as  expensive  as  he 
complains,  let  him  follow  Edgar  Kaiser's 
lead:  develop  businesses  which  the  Jap- 
anese will  htiij  from,  not  compete  witn. 
His  real  beef  with  Nixon  should  not  be 
about  inflation  hurting  the  steel  industry 
(what  makes  them  different  from  my 
Aunt  Tillie?),  but  about  Japanese  bar- 
riers to  U.S.  investment  in  Japan.  La.st- 
ly,  he  complains  of  the  go\'ernment 
sponsorship  our  steel  industry  does  not 
get.  If  they  got  it,  we  would  have  even 
more  Lockheed  albatrosses. 

—Marshal  Greenblatt 
Silver  Spring,  Md.^ 

Sir:  How  come  Lockheed  Aircraft  is 
not  listed  on  the  "Roster  of  the  Coun- 
try's Biggest  Corporations"? 

-Arthur  T.  BouchaBD,,: 
Bristol,  Conn.'j! 

A  footnote  on  the  last  page  (161)  of 
the    "Roster"    Ustin<s    -statex    that    Lock- 
heed  was  excluded  because  no  financial       \ 
figures  were  available  at  press  time— Ed. 
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Index  of  Advertisers— JUNE  15,  1971 

□  Indicated  below  are  those  general  advertisers  who  will  make  additional  infornna- 
tion  or  annual  reports  available  to  Forbes  readers  as  stated  in  their  advertisements 
on  the  pages  noted. 


ABRAHAM    &  COMPANY       71 

Agency:  Albert  FrankGuenther  Law, 
Inc. 

ALLSTATE   ENTERPRISES 

STOCK   FUND,   INC.  70 

Agency:   Leo   Burnett  Company  Inc. 

AMERICAN  SMELTING  AND 

REFINING    COMPANY  28 

Agency    Clyne    Maxon,    Inc. 

n  AMERICAN  TELEPHONE  & 

TELEGRAPH   CO.  38-39 

Agency:   N.  W.  Ayer  &  Son  Inc. 

D  AMFAC,    INC.  44 

Agency:   Hill  and   Knowlton,  Inc. 

THE  AUSTIN   COMPANY  46 

Agency:   Fuller  &  Smith  &  Ross  Inc. 

BETHLEHEM   STEEL  CORPORATION  34 

Agency:  Van  Brunt  &  Company 

CNA/financial  18 

Agency:   PostKeyes-Gardner   Inc. 


CEDAR  STREET 

CONSULTANTS,  INC.  65 

Agency;   The  Leo  Baron  Agency  Inc. 

CHEVROLET  MOTOR  DIVISION 
GENERAL  MOTORS  CORPORATION 

Agency:  Campbell-Ewald  Company 


n  CITIES   SERVICE   COMPANY 

Agency:  Hill  and  Knowlton,  Inc. 

THE  DANFORTH  ASSOCIATES 

Agency:  Wunderman,    Ricotta   & 
Kline.   Inc 


43 
49 
65 


EATON   CORPORATION  27 

Agency:  J.  Walter  Thompson  Company 


FORBES    MAGAZINE 


50&52 
72 


n  F.O.R.Q.    INTERNATIONAL 

Agency:   FRA    International,   Inc. 

D  FRUEHAUF  CORPORATION      4 

Agency:   Burton  Sohigian  Inc. 

FUNDSCOPE  63 

Agency:   Doremus  &  Company,   Ltd. 

GENERAL  ELECTRIC  COMPANY  33 

Agency:   Batten,  Barton.  Durstine  & 
Osborn.   Inc. 

GROWTH  INDUSTRY  SHARES,  INC 71 

Agency:   Hoffman-York,   Inc 

D  INTERNATIONAL  TELEPHONE 

AND  TELEGRAPH   CORPORATION  47 

Agency:   Needham,  Harper  &  Steers, 
Inc  ,  Advertising 

THE  JOHNSTON   MUTUAL 

FUND    INC.  66 

Agency:   Pace  Advertising  Agency,   Inc. 

KIDDER,   PEABODY  &  CO., 
INCORPORATED  55 

Agency:  Schneider,   Smith,  Wilbur,   Inc. 

D  LEASEWAY  TRANSPORTATION  CORP.        12 

Agency:   Eckhouse  Advertising,   Inc. 

LEHMAN  BROTHERS 51 

Agency:  Albert   Frank-Guenther  Law, 
Inc. 

LONE  STAR   INDUSTRIES,   INC 25 

Agency:  0.  S.  Tyson  and  Company.  Inc. 

tLOS  WIGWAM  WEAVERS  72 

Agency:   Dunshee    and    Company 
I  MCDONNELL  DOUGLAS 
CORPORATION       6 
Agency:  J.  Walter  Thompson  Company 
□  MERRILL   LYNCH,   PIERCE,   FENNER 

&  SMITH  INC. 60 

Agency:  Ogiivy  &  Mather  Inc. 


MEXLETTER     

Agency:  Kenyon  &  Eckhardt  De 
Mexico,  S    A.  de  C.  V. 
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MANSFIELD  MILLS,  INC. 64 

Agency:  The  Bowes  Company 

MONEYSWORTH  13 

Agency:  The  Ad  Agency 

D   N   L  INDUSTRIES,   INC 31 

Agency:  The  Marschalk  Company,  Inc. 

D    PAILLARD    INCORPORATED 

Bolex,  Hermes,  Hasselblad    11 

Agency:  deGarmo    Inc.    Advertising 

ROWE  PRICE  NEW  ERA 

FUND,  INC.  71 

Agency:  VanSant,    Dugdale   and 
Company.  Inc. 

T.  ROWE  PRICE  GROWTH 

STOCK   FUND,   INC.         64 

Agency:  VanSant,   Dugdale  and 
Company,   Inc. 

PROVIDENT    LIFE   AND 

ACCIDENT  INSURANCE  COMPANY    .56 

Agency:   Power  and  Condon  Adv. 

PUBLIC  SERVICE  ELECTRIC  AND 

GAS  COMPANY  72 

Agency:   Doremus  &  Company 


RCA  CORPORATION  3rd  Cover 

Agency:  J.  Walter  Thompson  Company 

n   RANCO    INDUSTRIAL 

PRODUCTS  CORP.  36 

Agency:   Mt.  Pleasant  Advertising,  Inc. 

REYNOLDS   &   CO 73 

Agency:   Albert  Frank-Guenther  Law 

n  THE  ROYAL  BANK  OF  CANADA  14 

Agency:   Norman,   Craig   &   Kummel 
(Canada)  Ltd. 

n  SAUNDERS  LEASING  SYSTEM    17 

Agency:   Luckie  &  Forney  Inc. 

SCHENLEY   IMPORT  COMPANY 

DEWAR'S  "WHITE  LABEL" 

SCOTCH    WHISKY  Back    Cover 

Agency:   Leo    Burnett  Company,    Inc. 

SCHENLEY  IMPORT  COMPANY 
PLYMOUTH  GIN  12 

Agency:  The  ShallerRubin  Company, 
Inc. 

STOCK  MARKET  INSTITUTE  INC 65 

Agency:   Lawrence  G.  Chait  & 
Company,  Inc. 

TV  GUIDE  MAGAZINE 

Div.  of  Triangle  Publications,   Inc 59 

Agency:   N.  W.  Ayer  &  Son,  Inc. 

TEXACO    INC.  10 

Agency:   Benton   &   Bowles,    Inc. 

D  UNIONAMERICA,  INC.  41 

Agency:  Weinberg  Advertising  Co. 

UNITED  STATES  FIDELITY 

AND  GUARANTY  COMPANY    66 

Agency:  VanSant,    Dugdale   and 
Company,   Inc. 

D  UNIVERSAL  OIL  PRODUCTS 

CO.  2nd  Cover 

Agency:  Campbell-Mithun,  Inc. 

UTAH  POWER  &  LIGHT  CO 65 

Agency:  Gillham  Advertising,  Inc. 

THE  VALUE  LINE 

INVESTMENT    SURVEY  62 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

\^  VULCAN    MATERIALS  COMPANY    12 

Agency:   Luckie  &  Forney  Inc. 

D  THE  WARNER  &  SWASEY  COMPANY   ...    3 

Agency:  The  Griswold-Eshleman 
Company 

XEROX  CORPORATION 9 

Agency:  Needham,  Harper  &  Steers, 
Inc.,  Advertising 


Where  should 
you  look  for 
profits  in 
today's  market? 


"Special  situations,"  says  our  Re- 
search Department  in  a  brand  new, 
penetrating,  and  highly  revealing 
major  report  on  the  economy  in  gen- 
eral—and well  over  a  dozen  current 
and  specific  recommendations  in 
common  stocks. 

You  may  be  surprised  at  some 
of  the  selections  you  will  find  in 
"1971  &  1/2-Special  Situations"- 
but  every  stock  studied  meets  at  least 
one  of  the  ten  key  criteria  they  use 
before  tabbing  any  situation  truly 
"special";  every  stock 
studied  could  turn  in 
much-better-than- 
average  price  per- 
formance over  the 
next  six  months  or 
a  year. 

Some  of  the 
stocks  offer  at- 
tractive yields 
now.  All  of  them 
—whether  air- 
line, chemical, 
computer  or 
conglomerate,  paper,  paint,  or  steel 
firm- all  of  them  come  with  impres- 
sive credentials  for  improved  earn- 
ings—and possible  capital  gains. 

If  you'd  like  a  copy  of  this  report, 
complete  with  a  table  of  suggested 
price  ranges  in  which  to  buy,  hold, 
or  sell  each  issue— just  ask. 

There's  no  charge, 
no  obligation  either. 
Simply  pick  one  up  in 
any  Reynolds  office  — 
or  mail  this  coupon. 


Please  mail  me  a  copy  of 

"1971  &  1/2— Special  Situations." 


Name. 


FO 


Address- 


City- 


state. 


-Zip- 


Telephone- 


Reyfiolds  &  Co. 

MEMBERS   MEW   YORK  STOCK   EXCHANGE,   INC. 
AND  OTHER  LEADING  EXCHANGES 

1  20  Broadway,  New  York,  N.Y.  10005 
Offices  Coast  to  Coast 
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d. 


THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


There  is  no  pleasure  in  having 
nothing  to  do;  the  fun  is  having  lots 
to  do  and  not  doing  it. 

—Mary  Wilson  Little 


Stagnation  is  something  worse  than 
death;  it  is  corruption  also. 

—William  Simms 


Few  things  are  impracticable  in 
themselves;  and  it  is  for  want  of  ap- 
phcation,  rather  than  of  means,  that 
men  fail  of  success. 

—La  Rochefoucauld 


The    slothful    man    is    the    beggar's 
brother.  —James   Kelly 


Duty  is  carrying  on  promptly  and 
faithfully  the  affairs  now  before  you. 
It  is  to  fulfill  the  claims  of  today. 

—Goethe 


If  a  great  man  sti'ugghng  with  mis- 
fortunes is  a  noble  object,  a  little  man 
that  despises  them  is  no  contempt- 
ible (me.  —William  Cowper 


There   is   something   of  summer  in 
the  hum  of  insects. 

—Walter  S.  Landor 


God  gives  every  bird  its  food,  but 
he  does  not  throw  it  into  the  nest. 

— JosiAH  Holland 


B.  C.  FORBES 

Benjamin  Franklin  said:  "Dili- 
gence is  the  mother  of  good 
luck.  Plough  deep  while  slug- 
gards sleep  arid  you  shall  have 
corn  to  sell  and  keep.  Work  as 
if  you  were  to  live  100  years. 
Pray  as  if  you  were  to  die  to- 
morrow." All  progress  springs 
from  work.  Work  has  laid  the 
foundation  of  every  fortune  in 
America. 


Early  rising  maketh  a  man  whole  in 
bodv,  wholer  in  soul  and  richer  in 
goods.  —John  Fitzherbert 


Good  luck  reaches  farther  than  long 
arms.  — H.G.  Bohn 


Days  of  respite  are  golden  davs. 

—Robert  South 


It   is   good   to   collect   things;    it   is 
better  to  take  walks. 

— Anatole  France 


Do   your  duty  and   leave   the  rest 
to  the  gods.  —Pierre  Corneille 


Labor   is   one   of   the   processes   by 
which  A  acquires  property  for  B. 

-Ambrose  Bierce 


Duty    is    what    one    expects    from 
others.  —Oscar  Wilde 


All   progress   is  based  upon   a  uni- 
versal innate  desire  on  the  part  of  ev- 
ery organism  to  live  beyond  its  income. 
— S.\MUEL  Butler 


If    I    keep    a    green    bough    in    my 
heart,  the  singing  bird  will  came. 

—Chinese  Proverb 


Hca\en   sends  us  misfortimes  as  a 
moral  tonic.  —Lady  Blessington 


No  one  wearies  of  benefits  received. 
—Marcus  Aurelius 


We  do  not  educate  people  for  lei- 
sure because  we  are  afraid  of  it  and 
have  not  yet  outgrown  the  Puritan 
ethic  which  states  that  hard  work  is 
the  prince  of  virtues  and  the  devil 
finds  mischief  for  idle  hands. 

—David  Tribe 


The  business  of  America  is  business. 
—Calvin  Coolidge 


Every  man  has  a  rainv  coiTier  in  his 
life,  from  which  bad  weather  besets 
him.  —Jean  Paul  Richter 


We   all   find   time   to   do   what  we 
really  want  to  do. 

—William  Fe.\ther 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-pagc  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  Neiv  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text .  .  . 


Sent  in  by  Jame.s  .1.  MacDonald, 
Kenmoie,  N.Y.  What's  youi-  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thouprhts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


Now  no  chastening  for  the  present 
seemeth  to  be  joyous,  but  grievous: 
nevertheless  afterward  it  yieldeth  the 
peaceable  fruit  of  righteousness  unto 
them  which  are  exercised  thereby- 
—Hebrews  12:11 
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